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*aooting the messenger 

your COVER STORY Beyond the censors 
958 Nov.] you imply that, by grace of sat- 
Wite broadcasting, a free, uncensored me- 
a world is upon us and that mean-spi- 
sed censorship by national governments 

on the wane. 

Unfortunately, the so-called free mes- 
ages of the supposedly free world are far 
om being uncensored themselves. They 
^e inevitably coloured through their 
»onsorship by Northern-dominated busi- 
esses and governments, and now, in- 
*easingly, by Southern big business and 
yvernment revenue interests. 

The cover picture elegantly lampoons 
ae dilemma of systemically internalised 





ensorship in the age of the New World. 


arder —— a world of increasing cultural do- 


aination, exploitation and impoverish- 


kent, where the news needs of the travel- 
ng financial-services adviser set a kind of 
"orld standard. The illustration (was it de- 
berately or unthinkingly chosen?) depicts 
"hat appears as a youngish East Asian 
aale of Japanese or NIC origin gazing at a 
andard hotel Tv displaying a blonde fe- 


yale face with lushly painted lips, glancing 


tan uncertain upward angle. What is por- 


ayed here? Uncensored satellite advertis- |. 


1g? Or plain old hotel-cable soft-core? 


As a commentary on that presumedly | 
ee media world, your illustration is too | 
ose to the truth for comfort. Could it be | 
at the late political scientist and media | 
uru Ithiel de Sola Pool (Technologies of | 
reedom, Communications Without Bounda- 
es) was right on the mark when he as- | 
arted that US media domination was not | 

question of cultural imperialism, but | 
ither the natural result of the rest of the | 
orld waking up to the fact that to be truly | 
uman meant to basically think, feel and | 


rant like an American? 


PS: Thanks so much, Philip Bowring, | 
r taking care of TRAVELLER'S TALES in the | 
ume issue. It is such a relief once every | 
reat while to experience one week with- | 
ut Derek Davies’ endless and maniacally | 
petitive chuckles at Asian problems with - 
is oh-so-pure English. (How long has | 
erek had this childish obsession? Since : 


46? And when’s the book coming out?) 
PETER DROEGE, 
msterdam 
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grammes will equally be beyonu the cen- 
sorship of those who peddle them you 
might as well believe that Richard Li was 
Father Christmas. In the main article, Mar- 
garet Scott correctly observes that the BBC 
s "analytical" — however, to analyse is by 

^ definition to impose your subjective evalu- 
a s and/or judgment. 

I doubt that the BBC editors will beam 
interviews with Sinn Fein members of the 
Irish parliament (banned in Britain) or 
Scotland's growing secessionist movement 
from the "United Kingdom." I doubt if — 
since the Gulf War is mentioned several 
times here and in the attendant articles — 
the BBC or any other procurers would have 
shown the protest demonstrations against 
that war, bar perhaps a token camera pan. 
Arthur C. Clarke babbles about the Gulf 
War enabling him to “emphasise the theme 
of one world" without the slightest thought 
about what was being censored then: the 

“collateral damage" to innocent civilians. 
London A. R. T. KEMASANG 


Burmese time bomb 
The photograph accompanying THE 5TH 


EDITOR 





COLUMN DUIS ORHORHCEMI the SLORC, 28 Nov. v 


could be misleading for the uninitiat 
The photograph was clearly taken duri 
the pro-democracy uprising in 1988, wk 
the people were imploring the soldiers 1 
to fire at them but join them in creatin; 
new society based on freedom and resp 
for human rights. Sadly, in Burma tod: 
the fatmadaw, as the military is called, i: 
dirty word. The military dictators who n 
through the State Law and Order Resto 
tion Council (SLORC) have turned Burm 
soldiers into gangsters and willing inst 
ments of repression and torture. 
However, there are several releve 
points in the analysis. | agree that the SLO 
is a "festering sore" and a destabilisi 
time-bomb for the region. It would be « 
traordinary, for example, if India were 
shrink from regional power politics a 
abandon Burma to Pakistan and China 
which is well on its way to establishing 
niche in the SLORC's arms-buying binge. . 
a democracy itself, India has the moral ¢ 
ligation — apart from self interest — 
support the repressed democratic forces 
Burma. Following on India's forceful c 
mand for the release of detained Nol 


peace prize winner Aung San Suu Kyi, 
would i ae be Reon for New Delhi 






anticipated staff positions: 


FINANCIAL ANALYSTS 
INVESTMENT OFFICER 


PROJECT ECONOMIST 
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LEGAL COUNSEL 


the above positions. 


ASIAN DEVELOPMENT BANK 






a multilateral development finance institution based in Manila, Philippines, invites 
applications from highly qualified professionals for the following current and 


MACROECONOMISTS/INTERNATIONAL ECONOMISTS 


TREASURY OFFICER (Portfolio Management) _ 
PROJECT ENGINEERS (Power/Railways) 


Candidates should have atleast a Master's Degree orits equivalent and a minimum 
of eight years of relevant professional experience, preferably gained through 
working in a regional developing country. 


All candidates must be nationals of Bank member countries and must be proficient 
in written and spoken English. The Bank actively encourages women to apply for 


Not too long ago 
| banking was 
easier. Corpora- 
tions shined d higher profits because their 
well-heeled management could cope 
with and control risks of business. Banks, 
providing a financial bridge for these 
corporations, were satisfied depositors' 
money would earn interest and principle 
be returned. 

The situation was profitable for both. 

The shifting sands of time have 
changed all of this. 

Upheavals in the financial community 





BEFORE TERM-CHEQUES 
^^ BANKS AND CORPORATE FINANCE 
MISSED THE BOAT 


investors, and banks themselves! 

Insecurity breeds hostility on all sides 
of the market, and "unpredictable" 
middlemarket corporate finance is the 
first to dry up. 

This no longer need be! 

Because, "Term-Cheque" instill calm, 
stability to corporate financing . . . the 
more turbulent the environment the better 
Term-Cheques shine, as they have in 
Japan for 41 years. Once again, when it 
comes to Corporate Finance “the situa- 
tion (orientation) can be profitable for 
banks, depositors/investors, and corpo- 


bring about insecurity . . 


. for depositors, 


rations alike . . 


. with Term-Cheques! 





TCs, The No. 1 Financial Tool 
Term-Cheques (derivatives) 
launched Sony, Toyota and 
one million other corporate 
successes over 4 decades in 
Japan. Incorporating assets 
and credibility of proven firms, 
TCs are the "Corporate Travel- 
lers Cheque," replacing LCs, 
Promissory Notes, Post-Dated 
Cheques, Junk-Bonds and 
other debt instruments re- 
quiring liquidity and securiti- 
zation. 


TCs Demand No 2nd Ques- 
tions of Banks, Creditors 

Term-Cheques are issued 
based upon strict Asian tradi- 
tions of Corporate Appraisal, 
exacting standards approved by 


CPAs. leaal counsel and trained 





feit-proof features eliminate in- 
creased capital and loss re- 
serve requirements of banks. 
As an alternative currency TCs 
reduce need of regulatory 
agencies, allowing banks free- 
dom to conduct "business as 
usual." 


Depositors/Investors No 3rd 
Party, TC's 1st Priority. 

TCs are a unique enhancement 
to all savings and investment 
portfolios, private or institu- 
tional. Depending upon credit 
rating of the corporate issuer 
TCs offer “high-yield” interest, 
multi-currency, warrants and 
equity incentives at maturity. 
Like Travellers Cheques, TCs 


are db y — Of CUS- 





30 days to 24 months TCs of- 
fer liquidity unavailable in most 
investment vehicles. TCs are 
purchased at accredited banks, 
or via mail-order banking (off- 
shore TCs are virtually "Tax- 


free’). 


* Note: Strict “full disclosure" and 
consistent “monitoring” re- 
quirements of corporate TC is- 
suers assure Term-Cheques 
security greater than some 
public issues of stock and 
bonds. 
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Meanwhile, the Asean nations’ motto 
seems to be “business is business, let us 
loot Burma while the going is still good.” It 
might be timely to remind them that 
Burma under the SLORC has become the 
world's leading heroin factory, and the ef- 
fects of the narco-political fall-out could 
spread far beyond national boundaries. 
Hongkong MAUNG ZAU TUN 


Minority view 

The articles by your correspondent Bertil 
Lintner have given me some under- 
standing of the situation in Burma. One 
feels the plight of the Burmese people 
acutely. Aung San Suu Kyi excites our 
sympathy, and the fact that she photo- 
graphs well undoubtedly helps her. But 
what are the lady’s policies with respect to 
the minority groups who represent at least 
one third of Burma’s population? The eth- 
nocentric slant of the Irrawady Plain 
Burmans is well known. Do these, the ma- 
jority of Burmans, offer any improvement 
for minority races? 


Bangkok FRANK BRYANT 
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Passed first time 

May I correct an article that appeared in 
SHROFF entitled Hometown advantage [12 
Dec.]. 

You stated that the executive from 
Smith New Court flunked his "test" by 
failing to answer a string of highly techni- 
cal questions about Malaysian security 
laws. May I state that this is incorrect. The 
candidate was passed the first time, even 
though the questionnaire was tough (but 
fair). 
Hongkong DAVID CROFT 


M The REVIEW regrets the error. 


Property speculation 

In the search for signs of an imminent crack 
in the Hongkong residential market, your 
SHROFF piece Paper houses [28 Nov.] on 
the provision of "mortgages" by develop- 
ers does not provide any evidence. You 
have missed the crucial point that there is 
absolutely no mortgage involved. 

The developer of the flat enters into an 
agreement with a buyer that he will sell 
the unit by way of hire purchase-like 
— Toa alter — a s 
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At a cubes level, L you pP 

der such schemes the entire 

profit will be booked on "sale." Thi | 
well not be the case. But then again, as à 
the operational Cheung Kong group da 
velopment companies are unlisted, thi 
point may never come to the public's a 
tention. On my approximate figures 
Cheung Kong would have to experience 
10% default rate and a 20% decline in resi 
dential prices in the first year t 
marginalise the impact of capturing the ir 
terest-rate spread through such schemes. 
Hongkong STEPHEN BROW: 





Share dealing 

I refer to Michael Taylor's article Liftin; 

the veil [28 Nov.] in which he makes a gli 

comment that "barely a day in Octobe 

seemed to pass without Manuel P angilina. 
. making some adjustment to his hold 

ings in First Pacific Bancshares." 

For the record, his statement is wrong 
Pangilinan, the Chairman of First Pacifi 
Bancshares Holdings Ltd ( “Bancshares” 
has not bought or sold shares is 
Bancshares. And he has only bought, nc 
sold, shares in First Pacific Co. Ltd. He i 
not, and never has been, a trader in shares 
Hongkong DEREK MURPH' 
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A matter of interests 
I share Muthiah Alagappa's apprehensios 
[THE 5TH COLUMN, 28 Nov.] about Burm 
like Pakistan, being turned into anothe 
Chinese-supported bastion of authoritari 
anism with long-term negative conse 
quences for Southeast Asian stability. Hi 
call on Asean, however, to confront thi 
ruling State Law and Order Restoratios 
Council (SLORC), promote Burmese de 
mocracy and tell China and others to re 
frain from interference, while desirable 
seems to me rather unrealistic. 

Although many Asian government. 
tend to think in longer terms than thei 
European counterparts, status-quo think 
ing plays at least as important a role — 
and Asean countries have a political anc 
economic interest in maintaining the 
present “law and order” regime in Burma 
Yet even if this were not the case, I canno 
find any indications for “Asean wanting tc 
be the dominant force in shaping its- e 
gional security environment." pi 

Whereas opposition to the perceive 
Vietnamese threat in Cambodia did n 
require any pronouncement on the desir 
internal organisation. of the Khmer state. 













Double issue 26 December 1991 / 2 January 1992 Volume 154 Number 52 


———— — 


Year-end Special 


The REVIEW's first double 
issue looks back at the 
facts and follies of 1991 
and ahead to the 
prospects for the Year of 
the Monkey. Most of the year the 
REVIEW seeks truth from facts, but for 
our year-end special issue, 
correspondents instead turned to 
soothsayers and fortune-tellers for a 
different slant to the news. We also 
asked a medley of thinkers and doers 
from around the region what they read 
over the year. And how thoroughly 
have you read the REVIEW in 1991? Test 
yourself with the Trivial Monkey Puzzle, 
and get a chuckle as well from the Year 
of the Sheep in cartoons. This double 
issue also features the REVIEW's annual 
WHERE TO PUT YOUR MONEY section, with 
features on the picks and pans for The 
Year of the Monkey among global 
markets in equities, currencies, 
commodities and property. TRAVELLER'S 
TALES 21, Fortune-telling 22, BOOKS 25, 
Trivia Quiz 28, The Year in Cartoons 
33, WHERE TO PUT YOUR MONEY 38 


Regional Affairs 


Korea : Peace Breaks Out 

North and South Korea sign a broad 
agreement committing the two sides to 
negotiate a peace treaty, reduce 
armaments and re-establish direct trade. 
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Cracking up 

Members of Burma’s ruling military 
junta are increasingly concerned about 
the behaviour of their leader, Gen. Saw 
Maung. The general, who heads the 
junta’s State Law and Order Restoration 
Council, is said by sources in Rangoon 
to have suffered a nervous breakdown 
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But missing is an agreement on mutual 
inspection of nuclear facilities 8 


Indonesia : East Timor 

President Suharto must soon make some 
hard decisions over a government 
inquiry into the East Timor killings 9 


Foreign Relations : China-India 

China makes diplomatic gains from 
Premier Li Peng's visit to New Delhi, but 
the Indian side achieved little from the 
exercise 10 


Hongkong : Pensions 
The government reverses itself over 
compulsory pension schemes 10 


Asia-US : Future Ties 

The 1992 US presidential campaign 
highlights a school of thought opposed 
to the current American role in Asian 
defence and immigration 11 


Japan : Miyazawa Blues 
The collapse of a plan to 
legalise the overseas 
deployment of the Self- 
Defence Forces is a pointer 
to deeper troubles affecting 
the Miyazawa cabinet 13 


India : Population 

The backlash against forced 
sterilisation during the late 
1970s emergency rule comes 
to haunt India as population 
growth continues 
relentlessly. If growth is 
unchecked, the current 


Nobel Peace Prize to opposition leader 
Aung San Suu Kyi, who has been under 
house arrest in Rangoon for more than 
two years. 


Shipping Link 

A new shipping service will be opened 
on 27 December between Tianjin in 
China and Inchon in South Korea, 
culminating months of tedious 
negotiations in the absence of diplomatic 
relations between Peking and Seoul. 
Officials say that a ship flying the 
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population of 855 million could double 
in 35 years' time. The country will hav 
to concentrate on mass literacy — 
especially female literacy — and better 
primary health care if the population 
upsurge is to be contained 16 


Soviet Asia : Reluctant Joiners 

Soviet Asian republics intend to join th 
new Commonwealth of Independent 
States, but membership may have its 
drawbacks. Economic reforms in the 
Slavic states could cause severe 
headaches for Uzbekistan, the most 
populous Asian republic 19 


Where to put your money 


The Year: Investors will need to exhibi 
cunning and caution in 1992 given the 
generally poor outlook for equities anc 
the populist pressures facing the bond 
markets. REVIEW editor Philip Bowring 





Some animals are more equal than others (10). 


Widely viewed as the probable future 
leader of the Lpr's largest political 
faction, Ozawa cited health reasons 
when he declined to stand for the 
post of party president and prime 
minister in October. He had been 
hospitalised for two months after wha 
was described as a mild heart attack 
last June — actually the second such 
episode for the 49-year-old politician - 
resulting in serious damage to his 

left ventricle. Ozawa is expected to m: 
a decision on his political future based 





»oks at select investment plays around 
1e globe 38 


*onds 

erhaps the safest investment to consider 
a the coming year as long as interest 
ites continue to decline 39 


urrencies 

he Deutschemark is the best bet if the 
mer Soviet Union disintegrates 
eacefully 40 


'sean Currencies 
he Singapore unit looks the strongest 
or 1992 42 


quities Overview 
ew stockmarkets have the strength to 
utperform bonds 43 


apanese Equities 
'icking the right sector is the best 
westment strategy 44 
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Aore volatility expected in 1992 45 
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asults 50 


:ountry Funds 
Jiversification is the essential tool 50 
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e imposed on travellers from Macau to 
longkong beginning on 1 January. A 
overnment official has admitted 
rivately that it would be "reasonable" 
impose a similar tax on people 
rriving in Macau as well. With 5 

llion people travelling between 
longkong and Macau every vear, the 
overnment stands to collect Patacas 200 
iillion, 


rade Catalyst 
ee Hsien Loong, 





Brokers’ Selections 
Search for safe havens 58 


Farmland 

North American farms offer good value; 
Australian and New Zealand agricultural 
land is more speculative 64 


Business Affairs 


South Korea : Companies 
Top electronics makers are leading the 
investment charge overseas 66 


Philippines : Banking 

A high court decision reopens a long- 
shuttered bank and seriously undermines 
the central bank's powers 68 


Singapore : Industry 
Keppel Corp. eyes dockyards in Vietnam 
and the Philippines 69 


Indonesia : Industry 

The nation's cigarette makers face a 
troubling year ahead as they battle with 
the new government clove monopoly 70 


US-China : Trade 

A boycott of Chinese-made toys in the 
US is faring poorly, but toy wholesalers 
may turn away from China 70 


Japan : Companies 

The world's leading car-parts maker is 
following Japanese car manufacturers 
overseas 72 


Hongkong : Companies 

San Miguel's Hongkong-based brewery 
looks to China's Guangdong province for 
future profits growth 73 


time in 1992. With the liberalisation 

of the Indian economy, the already 
strong economic ties between India 
and Singapore are expected to 
strengthen further and Lee's visit 

may help accelerate the process. New 
Delhi has also proposed the setting up 
of a duty-free zone near the city of 
Madras to attract Singaporean 
investors. 


Inside Line 
The South Korean Government 
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Nepal : Economies 
The government unveils its five-year 
plan 75 


Australia : Companies 
A foreign consortium wins the bidding 
for the Fairfax group of newspapers 75 


Hongkong : Companies 
The Hongkong bourse and Jardine 
Matheson agree on listing status 76 


Japan : Finance 
Morgan Stanley's role in a big bond 
issue is not such a triumph 76 


Regular Features 


Briefing 
Regional 12 
Business 77 


Economic Monitor : Malaysia 74 


The 5th Column 
Democratic means to impeachment 14 


Intelligence 6 


Invisible Hand 
More thrift needed in Asia 71 


Letters to the Editor 3 
Prices and Trends 78 


Research and Innovation 
Answerphones go digital 82 


Shroff 
A sideways look at the year in review 80 


Stockmarkets 79 


Minister Qian Qichen on 12 November 
which surprised the Taiwan Embassy 
in Seoul. “The failure to brief the 
embassy in time was purely accidental,” 
the source said. “In future, we plan 

to keep Taiwan informed on our 
dealings with Peking as much as 
possible.” 


Banking Probe 


Hongkong’s Commissioner of Banking's 
office has begun an investigation into 
locally registered Columbia International 


REGIONAL AFFAIRS 


KOREA 





Nuclear issue shelved in first North-South reconciliation pact 


Peace fever 


3y Shim Jae Hoon in Seoul 


egotiating against a background 
of rising tension over the North's 

refusal to allow international in- 
spection of its nuclear facilities, 
he prime ministers of North and South 
<orea have produced what both sides 
nope is the next best thing. 

A wide-ranging non-aggression and 
'econciliation pact, signed on 13 December 
after two hectic days of talks, commits the 
wo governments to the first serious at- 
empt at normalising bilateral relations 
since the peninsula was divided in 1945. 

In their haste to reach an agreement on 
pilateral issues, the two sides decided to 
reserve the nuclear problem for separate 
liscussion at a meeting to be held later this 
month at the armistice village of 
Panmunjom. The delay aroused fears in 
Washington that North Korea might be 
even more inclined to drag its feet on in- 
ternational inspection, now that it has 
gained a breathing space through an 
agreement with Seoul. 

But South Korean President Roh Tae 
Woo seems to believe that Pyongyang will 
xe forced to accept his suggestion that se- 
‘ected nuclear sites should be opened for 
mutual inspection. A proposal unveiled by 
south Korean Prime Minister Chung Won 
Shik on 11 December at the fifth round of 
aigh-level talks in Seoul calls for the US- 
'ontrolled Kunsan airbase and other fa- 
"lities to be opened for North Korea's in- 
spection. 

In exchange, Pyongyang would have to 
ypen its Yongbyon nuclear facility and 
sunchon airbase for inspection by the 
south by the end of January 1992. At the 
same time the North would pledge to stop 
leveloping a nuclear reprocessing facility. 
South Korea has also pledged that it will 
»nd its annual Team Spirit military exer- 
ises with the US if Pyongyang agrees to 
inspection. 

North Korea demanded more time to 
"onsider the nuclear proposal, which evi- 
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ment. North Korean President Kim Il Sung 
faced deepening international isolation as 
a result of his uncompromising position on 
the nuclear development project. On the 
other hand, Roh was under pressure to 
deliver a spectacular accomplishment be- 
fore the end of his term in February 1993. 
Among other things, Roh wants to hold a 
summit meeting with Kim Il Sung in 1992. 
This would be a help to the government 
when it faces the electorate in at least four 
local and national elections next year. 

The North was obviously taken aback 
by Chung's offer to open up the Kunsan 
airbase which has long been a suspected 
nuclear storage site. While meeting 
Pyongyang’s long-held demand for reci- 
procal inspection, it amounted almost to a 


Over the next few hours, the two si 
wrangled over the wording of each s 
tence in the 25-article draft agreeme 
They also exchanged drafts of a declarat 
on the nuclear issue, but progress on | 
was apparently too slow. Among ot 
things, the Northern draft objected to 
US providing a nuclear security umbri 
for the South. It also condemned the r 
sage through South Korean territory 
foreign vessels or aircraft carrying nucl 
weapons. 

South Korea has opposed the inclus 
of clauses dealing with these issues, cit 
possible conflicts with third parties, 
cluding the US. After failing to bridge tl 
differences the two sides agreed to hol 
separate meeting of nuclear experts 





first confirmation of reports that US tacti- 
cal nuclear weapons were in the process of 
removal. Privately, South Korean officials 
have been hinting for some time now that 
the US, in line with President George 
Bush's nuclear-cutback proposal in No- 
vember, was quietly withdrawing various 
types of tactical nuclear weapons. 

The South Korean offer kept the North 
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Panmunjom before the end of Decemb 

During the talks on the non-aggres: 
pact North Korea demanded the releas 
South Korean dissidents jailed for mak 
unauthorised trips to North Korea 
backed down when the South refuse 
concede this point. In other areas the Ni 
proved surprisingly accommodating. 
major reversal of policy, the agreen 
> «maith * ‘he Vime "Coes namam 





asefire accord. 

As part of an attempt to lower the level 
. military confrontation the two sides 
&reed to a series of confidence-building 
,easures including early warning for 
ilitary exercises and exchanges of mili- 
ry inspection delegations. A joint military 
mmittee will be formed to discuss vio- 
tions of the armistice agreement, while 
1 emergency hotline will be opened for 
uick consultation in times of crisis. 

The agreement advances plans to open 
pp economic cooperation and broaden 
umanitarian contacts, the latter being an 
'ea of major concern to the South. North 
orea agreed to allow direct trade and in- 
estment between North and South, aban- 
oning its previous insistence on trade 
eing conducted indirectly through third- 
untry intermediaries. At the same time 
te two countries will begin to restore rail 
nd road connections destroyed during the 
orean War. 

Unsurprisingly, the North refused to 
udge on the question of allowing a free 
ow of information through an unre- 
ricted exchange of newspapers and te- 
vision. Privately, North Korean officials 
uid they were wary of a “decadent capi- 
list culture" eroding the fabric of North- 
m socialism. They cited the example of 
eermany where they said infiltration of 
Vest German television programmes 
elped West Germany "swallow up" East 
'ermany. 

Given these vital omissions, the accord 
in hardly be expected to end the political 
nd diplomatic isolation of North Korea. 
lonetheless, it was something of a land- 
ark as the first government-level agree- 
ent to be signed by the two sides since 
ie country's division in 1945. In this con- 
ection, it resembled the basic treaty 
gned between East and West Germany in 
J/2 which formalised the first stage of 
etente and paved the way for separate 
embership of the two Germanies in the 
N. In Korea, that process has been re- 
ersed with Seoul and Pyongyang first 
itering the UN separately and then sign- 
ig the reconciliation pact. 

In Pyongyang, Kim Il Sung expressed 
eep satisfaction over the accord, indicat- 
ig he saw no problem in meeting the 
zreed mid-February ratification deadline. 
he two sides will exchange the final text 

the next round of premiers’ talks in 
yongyang on 18-21 February, it was an- 
ounced. 

As for President Roh, he hopes to have 
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INDONESIA 


Government ponders options after Timor killings 


Suharto's dilemma 


By Adam Schwarz in Jakarta 


he Indonesian Government, reeling 
under an international uproar over 
the fatal shooting of Timorese 


youths on 12 November, is in a dilemma. 


Soon, President Suharto must announce 


whether a government-sponsored inquiry 
into the killings has corroborated the offi- 


cial but widely contradicted account of the 


incident or has deviated from it. 

Suharto’s choice will set the tone for In- 
donesia’s overseas relations for the imme- 
diate future and provide indications of the 
political role the army can play until the 
presidential elections in 1993. 

On the one hand, the investigating team 
could endorse the official line — that Indo- 
nesian soldiers fired in self-defence on an 





Excessive force or self-defence? 


unruly mob of independence-seeking dem- 
onstrators in East Timor, killing 19 and 
wounding 89. This approach will almost 
certainly disrupt relations with several 
Western countries and jeopardise aid and 
investment flows. 

On the other hand, the team's report 


may be closer to eyewitr ‘ss accounts — 
that the armw nnenad fire mnravunkead on 


not be easy. Political analysts say that, 1 
der the best possible scenario for Indot 
sian “pragmatists,” the final report will n 
ognise that the army used excessive foi 
and at least some of the soldiers and oft 
ers involved will be punished. 

The report will take note of the und 
lying problems existing in East Timor, a 
recommend measures to ensure that the 
November incident is not repeated. O 
step would be to replace East Timor m 
tary commander Gen. R. S. Warouw, ev 
if the report does not implicate him. Abo 
all, the report will credibly establish tl 
the killings were not planned, ordered 
condoned by Jakarta. 

Analysts believe such an approach w 
dampen international criticism and cc 
vince Japan and the US not to follow t 





lead of Canada, Denmark and the Neth: 
lands, who have suspended aid. 

This approach would be a blow to t 
morale of the armed forces and, possibly 
bigger setback for Gen. Try Sutrisno, t 
armed forces chief. Sutrisno has denied ai 
wrongdoing by the army. 

But advocates of the pragmatic line si 
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anta Cruz cemetery, 
< occurred: Any missing 
e are to be described as having 
ed the Fretilin guerilla group. 
Above all, this view would have 
juharto strongly condemn international 
titicism as interference in Indonesia's af- 
airs. Suharto's exact views are not known. 
de cut short a five-nation tour beginning 
o 19 November, and in an interview he 
ashed out at foreign countries that at- 
empted to tie aid to political concerns. 
‘We will not accept [aid] at all if it comes 
with political pre-conditions. We will carry 
xit development on our own strengths." 
Many analysts were surprised that 
har. who in the past has adopted a 
ow-key, pragmatic style in dealing with 
he West, would come out so strongly be- 
ore hearing what the investigating team 
ias to say. Analysts suggested that 
uharto's views had been strengthened in 
onversations with leaders of developing 
ountries during his overseas trip. 
. In Suharto's calculation, Japan is the 
vild card. Indonesians routinely assume 
hat Japan will never let political consid- 
rations affect aid flows. Economist Kwik 
Kian Gie suggested Japan might increase 
id to Indonesia if other donors reduce 
ej Japan has expressed concern to In- 
asia about the 12 November incident 
hrough its ambassador in Jakarta, but it 
sas been much less vocal than several 
tern countries. However, some Japan- 
sources say Tokyo will be forced to re- 
he investigating team's report is con- 
lered a whitewash. Si 
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EIGN RELATIONS 





China makes diplomatic gains at India’s expense 


By Rita Manchanda i in New Delhi o 


hinese Premier Li Peng’ s visit to 
C New Delhi may have been a tri- 

umph for Peking. But India gained 
little from the exercise, and may even have 
damaged its international credibility by its 
weak response to China's aggressive initia- 
tive on human-rights issues. Even the 
much anticipated trade-off — Indian con- 
cessions on Tibet and China's criticism of 
terrorism in Kashmir — did not come off 
as intended. 

In the 16 December joint communique 
there was no explicit mention of Kashmir, 
nor any allusion to Pakistani-sponsored 
terrorism in the Kashmir valley. In striking 
contrast, Indian support for the Chinese 
position on Tibet went beyond that given 
by then prime minister Rajiv Gandhi dur- 
ing his 1988 trip to China. Highhanded 
suppression by Indian police of the agitat- 
ing Tibetan exiles provided the dominant 
backdrop during Li's six-day stay. 

But the Indian wooing of Li, the first 
Chinese premier to visit New Delhi in the 
31 years since Zhou Enlai came here in 
1960, did not stop there. India came to the 
rescue of a beleaguered China, internation- 


Unequal exchange 


ally isolated since the Peking massacre 
June 1989, by appearing to subscribe 
Peking's distinctive views on hum 
rights. Reflecting this, the joint commu 
que stressed the conviction of both gove. 
ments that for developing countries "1 
right to subsistence and development i: 
basic human right." 

Li seized the opportunity to emphas 
that India "appreciated" China's positi 
that Western values about human rigl 
could not be applied to a developing cot 
try. Projecting this as a consensus of bc 
governments, Li condemned moves 
various Western donor countries to ma 
human rights a condition of aid. 

The Indian Foreign Ministry tried 
distance itself from Li's comments 
claiming that human-rights issues were t 
a problem for India as the Indian syste 
was open and the judiciary was indep« 
dent. But the impression remained oi 
Sino-Indian common front on hum 
rights. 

The Foreign Ministry's assertion wot 
have been more credible had the police 1 
beaten up and arrested several hundr 
Tibetan refugees demonstrating agai 
Chinese rule in Tibet. The Supreme Co: 





HONGKONG 


: Pension politics 
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The changing political climate in Hong- 
kong has caused the government to 
=» make a major about-face by supporting 
in principle the idea of compulsory pen- 
sions for the local workforce. 

<-> But with the details yet to be worked 
~~ out, much argument lies ahead about the 
a mechanics of the scheme, the disposition 
of fund assets, and the sensitive issue of 
- whether individuals will be prevented 
. from shifting their entitlements out of the 
territory at will. 

cC Aftor reneatediy diemiacine the idea 


















private sector retirement scheme. The 
government’s mind was apparently 
changed by the September elections 
to the Legislative Council (Legco) in 
which nearly every candidate called for 
a CPF. 

The government's proposal would re- 
quire all employees to join some kind of 
approved, privately managed scheme. 
They would be able to change jobs with- 
out their entitlements being affected but 
would not be able to cash in entitlements 
before retirement age. This would be un- 
popular with those distrustful of the fu- 
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should prefer to entrust the welfare of its 
pensioners to the private sector. The 
main argument against a CPF is that it 
entrusts the government with power 
over a huge amount of money, which it 
might feel tempted to deploy towards a 
budget deficit or, after 1997, towards the 
debt of the central government in Peking. 

But Peking seems to have encouraged 
the Hongkong Government's line on the 
issue. Leftwing unionist Tam Yiu-chung 
had been one of the most ardent sup- 
porters of a CPF, but in the Legco debate 
he headed the motion welcoming the less 
controversial alternative. The local pro- 
Peking Wen Wei Po newspaper devoted 


nearly all of its coverage of the issue to 


Tam's views. 

Peking has always been extremely re- 
luctant to see its pd Pd — cow 
E E aet 














meets Rao: China's winning smile. 


' India, however, directed the detained 
betans to be released. In parliament too 
ere were impassioned protests at police 
'al in curbing the peaceful protest. 

From the outset, it was evident that Ti- 
*t was high on Li's agenda, especially be- 
wuse the Dalai Lama, Tibet's leader in 
dle, has in recent months been openly re- 
jved by Western heads of government 
cluding US President George Bush and 
itish Prime Minister John Major. 

The joint communique expressed Chi- 
'se concern over continued activities by 
betans abroad and affirmed that Tibet 
as an inalienable part of China. It then 
iterated the stock Indian formulation that 
bet is an autonomous region and India 
yes not allow any anti-Chinese activities 
' Tibetans on its soil. In return, India 
iled to get the Chinese to express even 
neralised concern about the dangers of 
rrorism in the region. The closest the 
immunique came to mentioning Kashmir 
as a blandly worded passage asserting 
at disputes between countries should be 
ttled peacefully. 

In reply to questions by Indian Foreign 
inister Madhavsinh Solanki about Chi- 
rs missile supplies and nuclear techno- 
gy assistance to Pakistan, Li offered the 
surance that Peking had no desire to 
stabilise the region. But this found no 
ho in the delegation's public statements. 

Li listened to India's misgivings about 
ikistan's proposal for a South Asian nu- 
2ar-free zone, but in the communique this 


as oynrossed only in the most ceneral 


Narasimha Rao acknowledged, there was 
no “advance” on the border issue. 

In reply to Indian disappointment about 
lack of progress on the border Li spoke of 
the need for more confidence-building 
measures. At the concrete level, the Joint 
Working Group on the border is to hold its 
fourth meeting early next year. Local mili- 
tary commanders in the border area are 
also to meet regularly to help keep the 
peace. 

An agreement on opening up border 
trade between Tibet and India could help 
to reduce tensions, but the actual volume 
of trade is not expected to be significant. A 
broader agreement on trade and economic 
relations also appeared to lack serious con- 
tent. The newly signed trade protocol 
merely envisages an increase in two-way 
trade which has slumped to Rs 880 million 
(US$34.1 million). Consulates in Shanghai 
and Bombay are to be opened to facilitate 
economic exchanges. 

The two sides also signed a memoran- 
dum of understanding on cooperation in 
space technology. High hopes had been 
placed on cooperation in this area but, fol- 
lowing China's commitment to abide by 
the US-initiated Missile Technology Con- 
trol Regime (MTCR), the draft was revised 
to read "satellite launch vehicle services" 
as opposed to "launch vehicle technology." 
The MTCR regime is specifically directed at 
controlling technology relating to launch 
vehicles and propulsion. 

Concern for American interests in final- 


isine the «nace technoloeyv acreement was 
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l Itra-conservatives 
pressure Bush on Asia 


Far Right, 


far out 


ell-known US columnist and t 
levision commentator Patric 
Buchanan's chance of winnin 
the 1992 Republican presidential nomini 
tion against the incumbent George Bush i 
considered very slim by the challenge 
himself. Yet this articulate ' 'palaeo-cor 
servative" represents the tip of an iceber 
of American discontent and its isolationis 
protectionist and tribalist reaction: 
Buchanan's campaign will help gauge suc 
reactions and the implications they hav 
for Asia. 

Buchanan crystallised Washington' 
isolationist mood in September when h 
declared that "now that red is dead, 
America should "come home." And mor 





recently: “[Bush] is yesterday and we at 
tomorrow . . . he is a globalist and we ar 
nationalists . . . we will put America first. 


In short, Buchanan would return US dipk 
macy to its pre-Pearl Harbour isolationi: 
mode. 

On the trade front, Buchanan — lik 
quite a few conservatives who used to uy 
hold free trade — has abandoned the cree 
and is sounding a lot like the Democrati 
contenders for the —— He say: 
"The first challenge we face . . . is economi« 
presented by the rise of a Europea 
superstate and a dynamic Asia led by Je 
pan... we must begin to prepare for th 
new struggles that are already under way. 

Domestically, Buchanan has been a 
opponent of liberal immigration policy an 
is accused of being anti-Semitic. But, mo: 
observers say Buchanan is not a Davi 
Duke, the Nazi sympathiser and former K 
Klux Klan member who ran unsucces: 
fully for the Louisiana governorship and i 
now also challenging Bush. But both seer 
to appeal to many white Americans ar 
xious about where the US is headec 
"[One] reason we are beset with conflict i 
that since 1965 a flood tide of immigratio: 
has rolled in from the Third World, lege 


and illegal." 


Chino Riichana: 


a favorito writer 


iEGIONAL AFFAIRS 
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QU 
Burma party expels 
»pposition leader 
> Burma’s emasculated opposition party, 
he National League for Democracy, has 
pelled its most prominent member, 
Aung San Suu Kyi, according to an 
innouncement by the official Radio 
zangoon. The expulsion came soon after 
security forces put down demonstrations 
»y several hundred students at Rangoon 
Jniversity on 10-11 December. Diplomats 
n Rangoon said scores of students were 
wrested, and the US State Department 
'alled for their release. The anti- 
zovernment protests, the first since mid- 
1989, coincided with the presentation of 
he Nobel Peace Prize to the family of 
Aung San Suu Kyi in Oslo. Aung San Suu 
<yi has been under house arrest for more 
han two years, and Burma’s ruling 
nilitary junta refused to allow her to 
ravel to receive the prize. She had earlier 
een stripped of her leadership of the 
party, which she led to a resounding 
victory in elections in May 1990. The junta 
nas never recognised the result of the 
lection. 





Japanese politician 
resigns in funds row 


> Fumio Abe resigned as secretary- 
zeneral of the faction within the Liberal 
Democratic Party led by Prime Minister 
<iichi Miyazawa following reports that he 
*eceived illegal contributions of up to ¥100 
nillion (US$770,000) from Kyowa Corp., a 
steel-frame manufacturer which went 
"ankrupt in 1990 with debts of ¥200 
»illion. 


Burma coalition wins 
friends in Norway 


& Norway has accorded de facto 
"ecognition to the jungle-based National 
—oalition Government of the Union of 
3urma (NCGUB), which is made up of MPs 
lected in May 1990 but denied power by 
«he military regime in Rangoon. The 
nove comes after NCGUB prime minister, 
sein Win, and its foreign minister, Peter 
Ambin, held talks with Norway's Prime 
«Minister Gro Harlem Brundtland at a 
meeting in Oslo on 11 December. Norway 


's also to make a grant of Nkr 2 million 
I 1CGC 23200 NAN ta the MAI m 


January. The presence of the chief 
executives of two of America’s largest car 
makers is designed to show Tokyo that 


the US is serious about trade, lacocca said. 


Japan’s trade surplus rose to US$6.56 
billion in November, nearly three times as 
large as it was a year earlier. Trade with 
the US accounted for US$3.59 billion of 
the surplus. 


Thai election law 
clears first hurdle 


> An act to amend Thailand's election 
code passed its first reading in the interim 
national assembly on 13 December. The 
election act will give provincial governors 
and district officers a large role in 
monitoring the next general election, 
expected to take place in March 1992. 
Interim Prime Minister Anand 
Panyarachun has received wide backing 
for his proposal to set up an independent 
election watchdog, which is seen as a 
counter to any election bias by the 
military-controlled Interior Ministry. 


Philippine Senate 
president ousted 


> Fourteen out of the Philippines’ 23 
senators voted on 12 December to oust 
Liberal Party chief Jovito Salonga as 
Senate president, replacing him with 
Neptali Gonzalez, president of the ruling 
Laban ng Demokratikong Pilipino (LDP). 
The anti-Salonga senators, who included 


crmnartare af nracidantal senironte 
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Philippine Congress as leverage for the 
May 1992 presidential elections. 


Peking sets up 
unofficial Taiwan panel 
* In response to 
initiatives from Taipei, 
Peking has 
established a non- 
governmental Straits 
Relations Association 
to promote 
collaboration between 
China and Taiwan 
and further the 
“peaceful reunification Wu Xueqian. 

of the motherland,” 

Vice-Premier Wu Xueqian said at the 
association's inaugural meeting in Pekin 
Wu called for the restoration of air, mai 
and shipping links across the Taiwan 
Strait and the removal of "artificial 
obstacles" to relations. Wu Shubei, of th 
government's Taiwan office, will head t 
association. 





US plea over missing 
Thai union leader 


> A group of US lawmakers and US 
trade unions called on Thai Prime 
Minister Anand Panyarachun to 
investigate the disappearance of Thai 
union leader Thanong Po-arn. In letters 
sent to Anand during his visit to 
Washington in mid-December, the 
legislators noted that since the military 
seized power in February, relations 
between Thai unions and the governme 
have worsened. They said that action o 
the Thanong case would show that the 
Thai Government remains committed t 
“respecting internationally recognised 
workers' and human rights." Thanong, 
president of the Labour Congress of 
Thailand, disappeared on 19 June whik 
under government surveillance. Thai 
police and military officials have denies 
that Thanong was abducted. 


Islamic party tries 

to woo critics 

> In an attempt to allay suspicions in 
Malaysian Chinese community about tl 
fundamentalist Parti Islam (Pas), the ch 
minister of Paserulad Kalomten state Ny 


"The real excitement in deep sea fishing is in the wc 
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A REVEALING LOOK AT OUR DESIGN PHILOSOPHY 


A car, we believe, should move you as much emotionally as it does physically. This simple premise 
is what the engineers at Toyota use to produce one of the most acclaimed and respected marques in 
the world. And they achieve it by approaching every design as an integrated unit. In fact, whenever 
possible we let the features of a car refine and develop each other. An unprecedented idea, maybe. 
But its the perfect example of the innovative 
new thinking that's driving today's Toyota. And it 


shows how, from the quality of our products to our 





consistently progressive attitude as a corporation, 





JH PARKER DUOFOLD 18 CARAT GOLD NIB IS TIPPED WITH A BALL OF PRECIOUS RUTHENIUM AND POLISFE 
BY TUMBLING IN WALNUT SHELLS. SMALL WONDER IT GLIDES SO SMOOTHLY. 
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Vivazawas parliamentary coalition crumbles 


Falling apart 


ty Robert Delfs in Tokyo 


t was a short honeymoon by any 

measure. Kiichi Miyazawa's selection 

as prime minister was based on expec- 
ations that he would be a stronger leader 
han his hapless predecessor, Toshiki 
<aifu. But Miyazawa has proved far more 
‘ulnerable over his past involvement in the 
ecruit corporate scandal than anyone an- 
icipated. Now it is doubtful whether he 
vill even be able to serve out his two-year 
erm. 

"Miyazawa exhausted his energy and 
esources just becoming prime minister," 
ccording to political commentator Minoru 
Aorita, who strongly supported Miya- 
awa's candidacy last October. Morita be- 
eves Miyazawa will probably continue in 
ffice until after the parliamentary Upper 
louse election next July. "But it would be 
est for Japan if Miyazawa would step 
lown by May,” he says. "Then a new 
rime minister could call elections for both 
he Upper and Lower houses in July." 

The failure of the badly mishandled bill 
9 authorise Japanese Self-Defence Force 
3DF) participation in UN peacekeeping 
perations (PKO) was itself a serious set- 
ack — its passage seemed almost certain 
nly a few weeks ago. The bill’s death was 
Iso a blow to the Foreign Ministry, which 
ad backed it as a means of expanding Ja- 
ian's international role. 

The overriding impression is that 
Aiyazawa sacrificed the PKO bill as part of 

deal to squelch a new round of embar- 

assing questions over Recruit in parlia- 
nent. Worse, he was forced to appeal to 
ds bitter rival, Takeshita faction leader 
hin Kanemaru, to broker the deal with 
ocial Democratic Party of Japan (SDry) 
hairman Makoto Tanabe. The effect on 
Aiyazawa's popularity and standing in the 
iberal Democratic Party (LDP) has been 
levastating. 

The PKO bill itself is hardly the main 
sue, however. In scarcely more than a 
aonth in office, Miyazawa has presided 


ver the destruction of the LDP’s unofficial 
rorking conta» uath tho contbrict K omo 


House. At the same time, it effectively re- 
duced the influence of the spp}, which was 
the biggest winner in July 1989. 

After the PKO bill was forced through a 
Lower House committee and passed in the 
Lower House, the LDP initially proposed 
extending the current extraordinary par- 
liamentary session until 27 December to 
enable the bill to be passed by the Upper 
House. 

On 6 December, however, opposition 
parliamentarians led by spp) secretary- 
general Sadao Yamaha- 
na suddenly began rais- 
ing embarrassing new 
questions about Miya- 
zawa's involvement in 
the Recruit affair. 

Miyazawa had been 
forced to resign his 
posts as deputy prime 
minister and finance 
minister in late 1988 
over discrepancies in 
his testimony over the 
Recruit affair. Miya- 
zawa stated at the time 
that the purchase of 
unlisted shares in Re- 
cruit Cosmos, a real-es- 
tate company, had been 
carried out by an aide, 
Tsuneo Hattori, and 
that he had known 
nothing about the 
transactions. New 
documents released by 
Miyazawa in early December, however, 
suggest that another of his personal secre- 
taries, Masao Matsumoto, was also in- 
volved in the illicit share purchases. 

In the face of demands that he testify 
under oath before parliament and that 
Hattori, Matsumoto and Hiroshi Koba- 
yashi — the former president of a Recruit- 
controlled firm First Finance — also be 
summoned as witnesses, Miyazawa turned 
to Kanemaru to cut a deal. 

The arrangement with Tanabe called for 


the parliamentary session to be extended 
anly t$ 21 Dacembher oifficient time tà nass 


Military sacrifice? 





of the preceding weeks. Komel has been 
disarray since the split between t 
Nichiren Shoshu Buddhist sect and- t 
Soka Gakkai — the powerful lay Buddh 
group which created Komei as its politic 
arm and still provides its chief support 

raising questions about the party's futu 
as Japan's major centrist oppositi 
grouping. 

The psp had already signalled its diss 
fection with the three-party alliance. T) 
Japanese Trade Union Confederatic 
(Rengo), an umbrella labour organisatio 
has been urging the DSP to distance its 
from the LDP and move closer to the SD 
from which it broke away in 1960. 

The DSP supports the PKO bill in prim 
ple. However, the government's rejecti« 
of its proposed amendment — whi 
would have required parliament's a 
proval within six months after dispatchii 
SDF forces to participa 
in PKO actions — serve 
as a pretext for the D 
eventually to join tl 
spp] and the Japi 
Communist Party 
opposing, the bill. 

The near brawl th 
erupted when the Pt 
bill was forced throu; 
a Lower House cor 
mittee in late No 
ember “sent sho: 
waves through Kor 
Party supporters,” o 
government offici 
said. The LDP's suddt 
abandonment of tl 
PKO bill 10 days lat 
left Komei swinging n 
so gently in the win 
Komei's boycott of tl 
vote to extend tl 
parliamentary sessic 
formally marked tl 
final dissolution of the L.bP-Komei-D 
alliance. 

The breakdown of the LbDP-Komei-D 
coalition greatly complicates the proble 
of liberalising Japan's domestic rice mark 
as part of the final negotiations of the Ur 
guay Round of the Gatt. The final dri 
agreement now under consideration 
Geneva calls for full tariffication of i impx 
barriers — the replacement of quotas wi 
import tariffs — for agricultural produc 
"without exception." Japan would have 


revise its Staple Food Control Law to cor 
niv with that 


FENOH MOOLS JHL'SNONWNIS N39 


pm SEALS 


- — 


THE 


5TH COLUMN 


Democratic means and ends 


n the recent constitutional crisis in Sri 

Lanka, the question of impeaching 

President Ranasinghe Premadasa be- 

came intricately linked with the po- 
tical survival of three leading politicians: 
ie president himself and dissident former 
ünisters Lalith Athulathmudali and 
amini Dissanayake. The emotionally 
riven moves of both sides served political 
eeds of the moment, but these could, in 
ie end, only bolster the anti-democratic 
spects of political life. 

It may be said that the root cause of the 
isis is the Bonapartist style of the presi- 
ent. Bonapartism is the term generally 
sed for a head of state who cultivates a 
parate and personal political base inde- 
endent of his party. Bonapartism also im- 
lies a style of government which does not 
illy respect the autonomy of other institu- 
ons such as the cabinet, parliament or the 
areaucracy. 

The will of the president triumphs over 
ther interests in these institutions as a 
iatter of fiat. It could be argued that 
remadasa's predecessor, J. R. Jayewar- 
ene, also exercised power in a Bonapartist 
ision. But because of his age and personal 
yle, he appears to have got away with it. 

While the dissidents in the ruling party 
'volted against the high-handedness of 
remadasa, the president's response was 
ot one of generosity. Instead, especially in 
ie early stages, he became even more 
onapartist — proroguing parliament 
ither than face a confrontation, expelling 
IPs from the party without an opportu- 
ity to be heard, and using the attorney- 
eneral's opinion on dissolving parliament 
' influence the parliamentary speaker. 

Premadasa could have adopted a dif- 
rent approach. He could have set up a 
»mmittee within his own party to look 
ito grievances and honestly deal with 
yme of the problems faced by his legisla- 
ws. He could also have bargained with 
ie dissidents to save his party from divi- 
on and mud-slinging. Despite mediatory 
toves by some of his followers, he dis- 
layed a sense of injured innocence and 
»traval. The expelled dissidents have since 


By Radhika Coomaraswamy 


tion 70 of the Sri Lankan Constitution, 
which relates to causes of impeachment 
including morality and mental capability 
of the president to govern. As the motion 
itself did not come up for parliamentary 
debate, that issue is vet to be heard by the 
public for any final judgment. But in the 
rush to get at the president and strengthen 
parliament, politicians should guard 
against anti-democratic practices which 
create unhealthy precedents. 

Although one can hardly quarrel with 
those who advocate strengthening parlia- 
ment, there are certain aspects of the rebel 
conspiracy which are very disturbing. Let 
me enumerate a few: 
> The rebels justified the move to impeach 
by claiming that the 
president was thinking of 
dissolving parliament. 
Even if this were true, 
impeachment would not 
be the proper course. If 
the rebels could not get 
the two-thirds majority 
necessary for impeach- 
ment their plan was to 
secure a no-confidence 
motion with a simple 
majority. This might 
have enabled them to 
topple the cabinet and 
form a coalition govern- 
ment with the opposi- 
tion. But impeachment is 
a personal accusation 
against the president. It is 
not a substitute for the 
will of the people. It 
should not be used either 
to avoid general elections 
or to change govern- 
ments without consulting the people. To 
do so is to make impeachment an anti- 
democratic device. 
> The rebels and the opposition called for 
a secret ballot on the impeachment motion, 
arguing that this was justified by the dan- 
ger of intimidation. They also argued that 
if the public can vote in secret, its repre- 
sentatives should he givan the same riaht 
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Impeachment 
must be a fair, 
deliberate and 


open process 


lie with the rebels’ construction of the 
cause but with the Sri Lankan Constit 
tion. On the one hand, the president's rig 
to dissolve parliament hangs like t] 
Sword of Damocles over any impeachme 
motion. On the other hand, the parliame 
tary speaker can entertain an impeachme 
motion and never place it on the ord 
book. In effect this amounts to holding tl 
president to ransom. 

Neither of these situations is healthy f 
democratic decision-making. The reas 
for this peculiar stalemate is that we ha’ 
tried to graft a presidential system onto 
Westminster model, while our politic 
thinking continues to follow a Westmi 
ster pattern. It is very obvious that the co 
stitution does not pr 
vide for the kind . 
process which wou 
make impeachment a j 
dicial rather than a po 
tical issue. Given th 
weakness, the impeac 
ment attempt can on 
appear as an overt pol? 
cal coup by partisan à 
terests. 

The rebels may n 
have had any oth 
choice, but it is impc 
tant that impeachme 
should be an open pe 
liamentary and judici 
process. Otherwise, 
will always have tl 
touch of illegitimacy a 
the motives of those wl 
resort to it will be op: 
to suspicion. A mo 
specific danger is that t 
misuse of impeachme 
as a political weapon by politicians whe 
own class background puts them in t 
upper ranks of society could be used 
prove that the common man does not ha 
a chance. Premadasa's humble social bac 
ground makes this a sensitive issue wi 
potentially dangerous repercussions. 

It is time that we go beyond conspit 
cies and horsestraing to try to inierni 
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WE'RE NO 
EXPERTS IN 
MEDICINE, 


BUT WE HELP 
DOCTORS 
TO BR. 





Du birth. Almost an everyday 
event in hospitals. Vulnerable life trying to 
make it on its own but totally dependent on 
the skills and devotion of medical personnel. 
And on special Philips lamps for the warmth 
it now needs in its self-contained condition. 

Specialist solutions in lighting are 
provided by our continuous R & D. Solutions 
that support the work of people like doctors 
and promote the success of treatment. 

Philips Lighting helps the medical 
profession in numerous ways. Like with 
fluorescent lighting of the right colour tem- 
perature to facilitate accurate diagnosis. Ür 
special UV lamps for skin disease treatment. 


BRINGING. YOU BETTER-LIGHT 







Or high-tech microsurgery lights with con- 
centrated beams that clearly show 
the finest details. 

Doctors rely on our 
expertise, patients benefit. 


Bringing light to life. 

For 100 years, Philips Lighting has led 
the way in research, technalogy and under- 
standing the needs of our professional and 
consumer customers, for one reason only - 
because we want you to have the very best 
lighting solutions. 

For a better way to work and 3 better 
quality of life. But then light is our life! 
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Paying for the past 








ly Hamish McDonald in New Delhi 

mid India's political crises earlier 

this year, its census bureau carried 

out the organisational miracle that 
very 10 years produces a fairly accurate 
ount of the country's huge population. 
iut only now, as the government looks 
head, is it beginning to grasp the central 
nessage of the census findings — that In- 
ia's population of 855 million will double 
1 35 years' time unless the growth rate is 
oon lowered sharply. 

"The nightmare is already here," says 
.. K. Mathur, secretary of the Family Wel- 
ire Department and the official most di- 
ectly involved in population control plans. 
If we grow at the present rate of 2% a 
ear, we will reach 1 billion by 
he end of the century, and go 
n to 1.7 billion by 2024. This 
vill completely negate our so- 
ial and’ economic develop- 
rent.” 

Others, like highly regarded 
iewspaper columnist Tavleen 
ingh, have made similar warn- 
igs. "The vast open spaces that 
ve used to associate with tra- 
elling in India no longer exist," 
he wrote recently. "Instead we 
ave ugly, featureless urban 
onglomerates that stretch end- 
»ssly along main roads. These 
re not cities or towns, just hu- 
aan dwellings. Villages are 
nly marginally different . . . 
nd seem to be slowly disap- 
‘fearing under mountains of 
ncollected garbage and un- 
reated sewage. And everywhere, there are 
warms and swarms of ill-fed, ill-clothed 
literate children.” 

Many knowledgeable Indians are start- 
1g to realise that this is not the result of 
emographic inevitability, but of political 
tilure. Not just East Asian countries, but 
1dónesia, Thailand and Bangladesh are 
aaking strides where India is not, though 
: was the first developing country to 
winch a nomilation nroeramme (in 1951) 





been falling steadily but a decline in birth 
rates has been stalled since 1980. Certainly, 
the country hàs no hope of attaining its 
target set in 1983 of a "balanced" popula- 
tion growth rate of about 1.29; by the turn 
of the cen 

"In the 1980s we thought the popula- 
tion would stabilise at 1.3 billion," said 
deputy census commissioner K. S. Natra- 
jan. "Now we should think in terms of 1.5 
to 1.6 billion, if vigorous family planning 
efforts are undertaken." 

The population-policy failure of the 
1980s is usually attributed to the excesses 
of Indira Gandhi's emergency rule in 1975- 
77. Then, Gandhi's son, Sanjay, led a pro- 
sterilisation campaign which lapsed into 
coercion, with men being dragged off for 





—— trends in selected states 
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vasectomy in mobile clinics. This abuse 
was a principal cause of Gandhi's subse- 
quent election defeat. It gave family plan- 
ning such a bad name that "family wel- 
fare" was adopted as the official euphe- 
mism. Politicians have shied away from the 
subject ever since. 

Consequently, family planning activity 
was left to meander along on its own, with 
continuing stress on sterilisation. Even 
now vasectomy or huhertamy accounts for 


gramme. Publicity was “amateurish a: 
ineffective.” Although India had a higl 
developed drug industry, it was not se 
sufficient in contraceptive supplies. Clin 
were poorly maintained, offered little p 
vacy for pelvic examinations and oft 
failed to offer proper advice to couples. 

But a broader mistake in econon 
policy is now starting to be acknowledge 
New Delhi poured economic resources ir 
state sector economic activity that 
thought would pull the country along w: 
it. Educational spending went to the hig 
levels, so that while India produces n 
merous engineers and doctors, its litera 
rate has only just crept over 50% and « 
lage-level health care is lamentable. 

Many economists, foreign aid donc 
and official planners are coming around 
the view that the measures necessary foi 
sustained fall in population growth are al 
the precursors of rapid economic progre 
Among these is a need to concentrate : 
basic education and health, rather than c 
voting state resources to direct econon 
activity. This is said to be the emphasis 
India's next five-year plan, due to start ne 

April; it is also a principal r« 
$ ommendation of the Wor 
Bank. 

The appalling status 
women in many regions is al 
drawing much attention. ! 
male infanticide seems mos 
confined to Rajasthan. Fem; 
foeticide based on the resu 
of ultrasonic testing is sprea 
ing from urban centres to t 
countryside. But abuse a1 
neglect of females from i 
fancy onwards — shown 
much lower admission rates 
hospitals, a high number 
maternal deaths (more in ! 
dia in one week than in F 
rope, the US and Japan in 
h year), and low female scho 

™ ing — is more general acr 
northern India. 

A new strategy drafted by New De 
and circulated to the state governmen 
which have direct responsibility for fam 
planning, is likely to be published soon 
will push for a national consensus on fa: 
ily planning goals and methods, with e 
phasis on "spacing" and non-final me 
ods of birth control rather than the simp 
but irreversible sterilisation. 

State governments will try to impro 
the aualii of health and fomil: nlaani 
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IN HANOI? 


When they can make a good hot dog in Hanoi, you'll read about it in the All-Asia Guide. Seasoned 
travellers know even small details can assume immense importance when travelling in remote or unfamiliar 
territory. The Far Eastern Economic Review's All-Asia Guide has established itself as the most authoritative 
and detailed guide to the region. This just published, completely revised edition covers literally every country 
in Asia, including for the first time Soviet Asia and Siberia. Written by experts who really know each country, 
it not only reveals the best about them, but points out shortcomings and how to avoid them. A mine 
of up-to-the-minute information, featuring in-depth histories of each country... invaluable for understanding 
Asia's diversity of people and cultures. 
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atest statistics. The 1983 demographic 
oals for the year 2000 were based on at- 
uning certain key indicators by then: a 
irth rate of 21 per 1,000; a death rate of 9 
er 1,000; an infant (under 1 year) mortal- 
y rate below 60 per 1,000; and a couple 
rotection (contraceptive use) rate of 60%. 
wo of these goals are in sight. By 1990, 
Ye death rate was put at 9.6%, the infant 
»ortality rate at 80 per 1000. But the birth 
ite was still a high 29.9 per 1,000 and the 
ouple protection rate a low 44.1%. 

The increasing availability of immuni- 
ation against common diseases should 
arther reduce death and infant mortality 
ates. Mathur says the birthrate goal does 
ot appear to be attainable by 2000, but 
ould be reached five years later. "That in 
self would require a dramatic change 
ow in the way our population control 
rogramme has been going on." 

The other bright spot is that the 1991 
ensus shows vastly differing results from 
tate to state. Some states, notably Kerala, 
oa and Tamil Nadu, are doing even bet- 
ə than the Southeast Asian countries, 
vhile others — including the most densely 
opulated northern states — lag far be- 
ind. There is a clear correlation between 
»male literacy, a balanced sex ratio and 
»w population increase. 

There is no discernible lack of resources 
or family planning, which should un- 
oubtedly help in the material side of the 
rogramme, for example, in “social mar- 
eting." This has been a big success with 
ondoms. Korean-made sheaths are sup- 
lied in bulk to commercial distributors 
vho repackage them for sale. Apparently, 
he Indian client is more likely to make use 
f something he has paid for than some- 
hing issued free by the government. The 
ame sales technique, which combines de- 
aand-creation alongside supply, is being 
xtended to other products, such as sterile 
irth kits for midwives. 

The key to success in population con- 
rol lies in changing deep-rooted social 
iatterns in areas such as the age of mar- 
iage. In 1988, the mean age of marriage 
or girls was 16.5 in Bihar, 17.3 in Andhra 
'radesh, 17.8 in Uttar Pradesh and 17.9 in 
laryana. The legal age of marriage is 21 
or a male and 18 for a female. "If the age 
f marriage is [raised] by two years, there 
vould be a 25% reduction in the birth 
ate," said Mathur. "But this is something 
he law cannot dictate. There has to be 
ome social machinery." 

To many experts in the field, all this 
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Census highlights effect of bias against females 


Unwelcome sex 


he sign outside the ultrasound di- 
agnostic clinic says: “A healthy 
baby boy or a healthy baby girl,” 
but the word “healthy” is in small type. 
Most of the 10 to 40 women who come 
each day want to know only the sex of 
their unborn child. If it is female, the next 
step will most probably be an abortion. 
Rohtak, a medium-sized town 50 km 
from New Delhi in Haryana state, has four 
such clinics. Most of the other centres in 
this rich agricultural region have at least 
one, while roving diagnostic teams take 
their ultrasound scanners around the 
smaller towns. The mobile teams advertise 
heavily in local newspapers, often using 
the catchline “Spend Rs 600 [US$23] now, 





Indian girl: Endangered species? 


and save Rs 50,000 later." The implication 
is that by avoiding a girl, couples will be 
spared the heavy dowry expected in 
Hindu society and the frequent demands 
for additional gifts from the husband's 
family long after the marriage. 
Ultrasound equipment is not particu- 
larly expensive, and is on India's free-im- 


the 1991 Indian census was that a decli 
in the female proportion of the populatic 
evident since the turn of the century, h 
not been reversed and may be continui» 
What is known as the sex ratio, the numt 
of women per 1,000 men, had risen sligh 
according to the 1981 census to 934 frc 
930 in 1971, but fell back to 929 this yea 

Neglect of girls from birth onwards w 
account for much of this. Demographe 
normally assume that 105 boys are bc 
for every 100 girls, but all things bei 
equal, the balance is reversed by higl 
male mortality rates. However, in Inc 
boys are breast-fed longer, taken for me 
cal treatment more promptly, receive bet 
food and are kept at school longer. Pres 
tal sex-determination tests represe! 
therefore, a technological means to enfor 
traditional biases. However, the equi 
ment's spurious efficiency poses a serio 
threat to women. 

"The very existence of women is unc 
attack,” said Jagmati Sangwan, a physi 
education instructor at a college in Roht: 
"They are being denied even the right 
be born." 

Although the impact of the tests on 1 
national sex ratio is probably not yet s 
nificant — as they are generally confin 
to the urban middle class — the situatà 
in towns like Rohtak serves as a warni 
of future demographic imbalance. At t 
Rohtak Medical College, lecturer Jasw: 
Singh said the trend was spreading a 
socially accepted. "I was surprised to lec 
that some of my colleagues — doctors 
underwent that test and aborted the fem 
foetus,” he said. 

Rohtak’s sex ratio declined from 879 
866 over the past decade. A recent rep 
for the UN Population Fund by New I 
Ihi's Mode Research reports the sex ratic 
birth in 1990 was 156 males to 100 fema 
— a massive imbalance equivalent to € 
females per 1,000 males even before m 
tality factors are included. Nor is Rohta 
record all that extraordinary: four otl 
Haryana towns have worse sex ratios 
birth. 

Only Maharashtra state has enac} 


The Haryana state government asked 
he group to draft a similar bill to 
Maharashtra's, which they did, but politi- 
al interest seems to have faded. Given that 
women can easily go to New Delhi or Uttar 
*radesh, Singh believes national legislation 
s necessary. A bill was debated in parlia- 
nent last year, but has yet to be taken 
urther. The Indian Medical Association 
ias been passive on the issue, and even 
ook advertisements from sex-testing cli- 
tics in its yearbook until members pro- 
ested last year. Some doctors argue that it 
.hould be made explicit in medical ethics 
hat a practitioner not reveal the sex of the 
oetus, only whether or not it is developing 
vormally. 

Given the money involved, law and 
‘thics may not achieve much. The clinic 
yperators are certainly complacent. “One 
vho we approached told us: You people 
ire creating a lot of problems for us, but 
‘ou wait and see when you have a preg- 
ant wife,” Singh said. 

The UN Population Fund clearly feels 
he problem is deeply seated in the low 
tatus of women, which is why it com- 
nissioned the Mode Research study. This 
'ointed out that while Haryana is India's 
econd most prosperous state — after 
'unjab — it lagged behind in female 
iteracy, female employment, age of mar- 
iage, birth and fertility rates and infant 
nd child mortality. Although the bulk of 
he population lives within 2 km of a pri- 
nary school, the enrolment rate of girls 
vas still only 43.5% and female literacy 
vas 41%. 

The state has long been noted for its 
ias against women. Dowries are perva- 
ive, with 95% of married women saying 
heir families paid dowry, which in a third 
f cases did not end with the marriage but 
ontinued with demands by the husband's 
amily. 

Up to now, India’s sex ratio has been 
omparable with that in most of the other 
ubcontinental countries — 940 in Bangla- 
lesh, 950 in Nepal and 910 in Pakistan — 
vhich suggests neglect of females is the 
ommon factor. But the ever more onerous 
Owry system, and the quick escape of the 
Itrasound test, suggest the potential for a 
urther decline in India. 

While opinion is divided as to the 
ventual demographic effect of the falling 
»male survival rate, some argue that it will 
erve to control population growth. How- 
ver, though Mode Research reported a 
ast increase in the numbers of abortions 
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Asian republics set to join new commonwealth 3 


Sticking together 





By Sophie Quinn-Judge in in Moscow 


decision by the presidents of the 
A five Soviet Asian republics on 13 

December to join the new Com- 
monwealth of Independent States was a 
relief to those who feared the Soviet Union 
could split into separate Slavic and Islamic 
or Turkestan axes. But there still appears 
to be confusion among the common- 
wealth’s founders about its raison d’etre. 

The three Slavic republics — the 
Ukraine, Byelorus and the Russian repub- 
lic — announced the formation of the com- 
monwealth in a declaration on 8 December 
that effectively killed off Soviet President 
Mikhail Gorbachov's attempt to create a 
new confederal union on the territory of 
the Soviet Union. It also may have ended 
his political career. 

Before that declaration, made at a ga- 
thering in Byelorus of the leaders of the 
three republics, there was 
talk in Kiev and Moscow 
of a “Slavic axis” or Slavic 
commonwealth being 
formed. The failure to in- 
vite Kazakhstan President 
Nursultan Nazarbayev — 
whose republic houses 
part of the Soviet nuclear 
arsenal — to the meeting 
only increased suspicion 
that the new grouping 
was a way for Russia to 
avoid getting pulled into a 
Russo-Turkic union. 

Following the Uk- 
raine's strong vote for in- 
dependence on 1 Decem- 
ber, the Yeltsin govern- 
ment appeared to lose in- 
terest in a political union with the Asian 
republics. But the text of the common- 
wealth agreement declared it open to all 
members of the Soviet Union, which share 
the goals and principles of the founders. 

However, some observers felt this invi- 
tation might not be enough. They predicted 
that the Asian presidents, who held over- 
night consultations in Turkmenistan's 











Yeltsin: belated unity. 


text of the commonwealth agreement. 

In both Kazakhstan and Russia t 
Asian republics' cautious decision w 
greeted with relief. The 40% of Kazak 
stan's population who are Slavic have 
interest in being stranded outside a Sla 
grouping, while those Russians who u 
derstand their territory's complex eth 
make-up see the danger in slighting thi 
Asian and Muslim peoples by forming 
exclusively European union. “Whether \ 
like it or not we are Eurasians," said 
Izvestiya editorial. 

Still, the decision to have the grouy 
headquarters in Minsk may be interpret 
as an effort to move closer to Europe. A) 
as the Slav and Asian governments pi 
pare to sign another agreement to form 
lise the arrangement in Alma Ata on 
December, there are many points to 
clarified. The lack of clarity regardi) 
control over the armed forces and nucle 
, Weapons is the major co 
cern for world leaders. 

A declaration signed 
Minsk on economic poli 
calls for coordinate 
measures to reduce the 1 
publics’ budget deficits, 
well as for price liberalis 
tion and social welfas 
These are issues which t 
republics may not find ai 
easier to resolve within 
commonwealth than th: 
did when the union cent 
existed. The republi 
must also agree not to 
sue their own curren 
without separate negoti 
tions and must join an i 
ter-bank agreement 
control the circulation of money. Russia h 
agreed to delay its price reform until Jan 
ary to give the other commonwealth mer 
bers time to prepare new forms of cot 
pensation for their vulnerable groups. 

The declaration makes special mentic 
of the need for coordinated efforts to ove 
come the effects of the 1986 Chernob 
disaster. The partners promised to decic 
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ommonwealth pla: spells trouble for Uzbeks 


orim legacy 


he five Soviet Asian republics will 

be obliged to carry out rapid eco- 

nomic reforms if they confirm their 
itial decision to join the new Common- 
ealth of Independent States — but this 
ill be far from an easy process. A West- 
n adviser to the Russian Republic’s re- 
rm team predicts that Central Asia will 
' in such "a terrible mess" when eco- 
ymic reform gets under way in Russia 
at the Soviet Asian republics will make 
dia and Pakistan look like affluent so- 
eties. Their economies are extremely dis- 
inted; they do not sell very much and 
hat they are selling is extremely unpro- 
able, he says. 

This bleak prognosis may be particu- 
rly apposite to Uzbekistan, the most 
ypulous of the Central Asian republics 
ith 20 million people, which is withhold- 
g a final decision on joining the com- 
ionwealth until after its 29 December 
residential election. Many Uzbeks would 
"ree that their now sovereign state faces 
'vere problems. Every year around 
0,000 school-leavers join the job market, 
hile in Tashkent alone there are estimated 
' be tens of thousands of youths who have 
»ver held regular jobs. At the same time 
ussian workers are leaving the republic, 
iking with them skills which the Uzbeks 
innot yet replace. 

The average size of a private farming 
lot, where most of the food is produced, 
only 0.17 ha. Industry and construction 
re being hit by the drop in supplies of 
iw materials and spare parts from other 
arts of the former union. And when Rus- 
ia puts its prices up in January, 
zbekistan will be at an even greater dis- 
lvantage. Its cotton at world prices will 
ot pay for the heavily subsidised energy 
1pplies it has been receiving from Russia. 
me tonne of cotton will cost the equiva- 
nt of 15 tonnes of oil. Russia is currently 
aying the equivalent of 112 tonnes of oil 
r each tonne of cotton, economists say. 

Russia's unilateral move to form a com- 
('0nwealth with Ukraine and Byelorus 
rought home the possibility that the more 
idustrialised Soviet republics could sim- 


have little sympathy for the former com- 
munists running Uzbekistan, Turkmenis- 
tan and Tajikistan. 

The Uzbeks, though, are quick to raise 
the issue of Russia's colonial exploitation; 
they blame their cotton dependency on 
Moscow's central planners. President Islam 
Karimov expressed great bitterness about 
his republic's plight when he met visiting 
diplomats recently. In the 1960s and 1970s 
the planners steadily increased their de- 
mands on Uzbekistan and the rest of Cen- 
tral Asia, so that land once used for fruit 
and vegetable cultivation was put under 





all, perhaps, is Karimov's reliance on tk 
cadres who worked loyally under the ol 
system. "People who want to do anythin 
[in Uzbekistan] get pushed out, or bougl 
off" claims philosopher Talib Saidbaye 
former head of Tashkent's Institute of Ph 
losophy, who now lives in Moscow. "Thei 
is a complete lack of desire to solve pre 
blems." 

An investigation into corruption i 
Uzbekistan backfired, Saidbayev says. TI 
investigators’ methods were questionab 
and their evidence, mostly personal cot 
fessions, weak by the changed standarc 
of human rights in Russia. The people a 
cused of corruption in the first flush « 
perestroika got wonderful play in the loc. 
press, which portrayed the investigation « 
an anti-Uzbek crusade, Saidbayev say 
Now these figures, mainly communi 
party officials accused of bribery, hav 
been strengthened, he believes. 

Poet Mohammed Saleh, the one opp: 
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cotton. The republic is now a net food im- 
porter. 

The ecological disaster caused by cot- 
ton growing — the shrinking of the Aral 
Sea, the pesticide poisoning of soil, water, 
women and children — is now well-docu- 
mented. But the remedies needed to over- 
come this tragedy are not. As the Central 
Asian population, which depends on the 
rivers feeding the Aral, continues to grow, 
the need for irrigation water can only in- 


sition candidate who has been able to re 
ister to contest the presidency with the 5 
year-old Karimov, is unlikely to run 
hard-hitting campaign. As president of t 
Democratic Party (Erkh), he has avoids 
confrontation with the communist patr 
(now the National Democratic Party), aj 
concentrated on appeals for Uzbekista1 
independence. 

Saleh represents an outspoken secti 
of the Uzbek intelligentsia, which is loc 
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Traveller’s Tales 


JANUARY: Six members of the Japanese cabinet publicly 
ipologise for having made ¥130 billion in illegal share 
lealing, and say they will try not to do it again. 

Class 6 of Chulachomklao Military Academy stages a 
»loodless coup against the ruling Class 5 and promises 
'arly elections. 

To resolve differences between Apec and the EAEC, Singapore 
5 planning a new grouping to be known as the Organisation of 
astern Unity and Friendship (OEUF), which will include France. 


"EBRUARY: Class 7 of Chulachomklao Military Academy stages a 
'loodless coup against the ruling Class 6 and promises early elec- 
ions. 

Miriam Defensor Santiago joins Imelda Marcos on a "Fight 
-orruption" presidential ticket. 

France announces plans for the Southeast Asia Trade Agency 
SATAY), which will include Malaysia. 

Citing anti-pollution drive, Hongkong Government donates 
(00 ha of country park to six leading property developers. 


MARCH: The six Japanese cabinet ministers who apologised for 
llegal share dealing say they are deeply ashamed that they have 
nade another Y160 billion illegally. 

One million depositors queue outside branches of the Hong- 
«ong and Shanghai Bank after rumours that it is to move its head- 
juarters to the Spratly Islands, which it says it has bought. 

The Philippines floats the idea of an Asian Development Or- 
zanisation for Borrowing Overseas (ADOBO). 


APRIL: Singapore's Prime Minister Goh Chok Tong calls a snap 
‘lection on the issue of his repeal of the ban on chewing gum in 
»ublic places. 

Hongkong Governor Sir David Wilson denies there are any 
lifferences with China over plans for the new Hongkong airport. 

China announces it has decided to scrap the Hongkong airport, 
ind says it will build one on the Spratly Islands. 

President Cory Aquino is overthrown in a military coup led by 
-lass 2 of Chulachomklao Military Academy. 

Bangladesh proposes a Mutual Agreement on Non-Govern- 
nental Organisations (MANGO). 


WAY: More than 3,000 people from Hongkong arrive in Vietnam 
n fishing boats and claim refugee status on the grounds that there 
s no democracy in Hongkong. 

Boris Yeltsin, weeping on TV, resigns from the Russian presi- 
lency and crowns himself Tsar. 

President George Bush, while playing golf at Kennebunkport, 
velcomes the return of Tsarism. Later a spokesman clarifies this 
ind says Bush meant that it was "regrettable." 

Japanese Prime Minister Kiichi Miyazawa apologises for buy- 
ng the Spratly Islands with money made from illegal share deals. 

Nauru renounces its claim to the Spratlys and suggests the 
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Cambodian government and resigns from his club 
Antibes. 

Nepal forwards the idea of a Cambodia Aid Regior 
Representative Office Treaty (CARROT). 


JULY: A new soap opera made by RTM and set in 
fictitious country somewhere between New Zealand and Sou 
Africa draws criticism from Canberra, which claims it portra 
Australians as “a bunch of bloody uncouth bludgers and crim: 

All Chinese political prisoners are declared AIDS carriers ai 
executed. 

Newly independent Punjab sounds out its allies over a Tree 
on Mutual Aid to Others (TOMATO). 

After SLORC swaps all Burma's teak for a Swiss bank, it fin 
the bank's principal assets are loans to R. Maxwell (deceased). 


AUGUST: Prince Norodom Sihanouk announces he is in full agre 
ment over the unified Cambodian government and rejoins } 
club in Antibes. 

Brunei takes the initiative to propose a Middle East Econon 
Group Organisation on the Environment, Nature and Geophys 
(MEEGORENG). 

Hongkong Bank makes HK$10 billion loan to Sino group : 
Robert Ng's personal guarantee. 


SEPTEMBER: The US announces it is to move its naval facili 
from Subic Bay to the Spratly Islands, which it says will becor 
the 51st state of the union. 

A Malaysian film company says it hopes its latest movie Bor 
Beach will not strain relations with Australia. The film sensitive 
portrays a shark attack which decimates Sydney’s topless bathe 

More than 15,000 people from Sri Lanka arrive in Vietnam | 
boat and apply for refugee status to escape civil war. 

Laos suggests the formation of a Group of Asian Periphei 
Economies (GRAPE). 

Li Peng expels Hongkong from Guangdong for insubordir 
tion. Lee Kuan Yew declares Hongkong independent. Unit 
Democrat legislators arrested as “Chinese chauvinists.” 


OCTOBER: Vietnam appeals for UNHCR help to cope with the i 
flux of refugees from Hongkong, Sri Lanka, Australia and t 
Spratlys. 

Tsar Boris of Russia announces the annexation of Eston 
Latvia, Lithuania, Afghanistan and Port Arthur. 

Indonesia announces plans to establish a Conference on Nc 
Governmental Economic Entities (CONGEE). 

Tunku Razaleigh joins the DAP. 


NOVEMBER: Senior officials from six Hongkong Government c 
partments take early retirement and become property develope 
Mongolia, awash with KGB slush funds, buys Rolls-Royce. 

North and South Korea reunite and claim the Spratly Islanc 
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Crystal balls 


y y Jonathan Karp i in Hongkong 


ever mind that 1992 is the Year 

of the Monkey. Horses, butter- 

flies and beautiful women, some 
` of whom are men in disguise, 
e key symbols for Hongkong next year 
id the foreseeable future. So says an aged 
er whose reputed divining powers befit 
s name. It is written Kok but pronounced 
od. 

The self-taught Kok Tin-min, 80, is an 
stitution at Kowloon's renowned Wong 
ij Sin temple, where more than 160 sooth- 
yers peddle their powers in a two-storey 
cade. Named after a Taoist god who 
ed illnesses, brought good fortune and 
id hot tips on horse racing, the temple is 
meeting point of modern and traditional. 

Fin de siecle Hongkong residents, wear- 
g designer clothes and carrying cellular 
Yones, wander from stall to stall in search 

a wise man to pronounce them lucky. 
o epic pilgrimages are needed — the un- 
erground drops worshippers off right 
itside the temple's gates. 

Some visitors go straight to the "for- 
ne-telling and oblation arcade," which is 
led with palm readers, physiognomy 
'ecialists and even a few fung shui priests 
ho hiss, cluck and convulse to summon 
jrits from around the world — for a 
‘tty price. 

Others head for the temple first to cast 
eir lots from a small bamboo box called a 
im. Beneath the incense haze of burning 
ss sticks, worshippers kneel before the 
tar, ask a question and shake their chim 
itil a numbered stick rises above the oth- 
' and falls on the stone plaza. The 
amber corresponds to a Chinese legend, 
hich is interpreted by oracles like Kok. 

With sense of reverence and forebod- 
g, the REVIEW approached the bearded, 
'spectacled Kok with questions about 
ongkong's future. To our relief, he said 

1992: "Butterflies will fly when the 
eather is good." 

Butterflies mean good times are ahead, 
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Most of the year the REVIEW seeks 
truth from facts. But for our year-end 
issue correspondents turned to the 
occult, to soothsayers and to fortune- 
tellers for a different slant on the news. 
Here's their view of the Year of the 
Monkey. 


Kok sees the stockmarket fluctuating 
wildly, perhaps plunging, from May 
through September. Reading from the pink 
slip which contains the relevant legend, he 
explains that a horse which had gotten 
loose will return home in May and need 
four months to reacclimate itself. “Things 
will be unsettled during this period. In- 
vestors must be very careful or they will 
lose a lot,” Kok says. After September, he 
is bullish on the market, though unlike his 
patron saint Wong Tai Sin, Kok makes no 
specific tips. 

In the political sphere, 1992 and beyond 
will be frustrating for the first elected 
Legislative Council since nothing in the 
pink slip indicates it will ever have the 
power to make policy. The freedom to rant 
and rave about the governor and China 
will be the extent of democracy in Hong- 
kong before 1997. Don’t expect China and 
Britain to renegotiate any part of the 1984 
Joint Declaration, Kok suggests. 

But there is hope after 1997, and that is 
where the women step in. Liberally inter- 
preted (with an assist from her old col- 


leagues), perhaps Kok had in mind jou 
nalist-turned-politician Emily Lau as tl 
woman who will deliver true democrac 
to Hongkong some time after it is hande 
back to China. In Kok's words: "The sli 
speaks of a beautiful and influenti. 
woman who prays to the moon. Dem: 
cracy will come upon her advice." 

What of Chinese leader Deng Xia« 
ping's fate for 1992? Kok gets excite 
bangs his thick-skinned forefinger on tl 
desk and utters a prediction which betray 
his own knack for survival: Deng will liv 
thank god! He gleans this from a legen 
that describes people enjoying tea in a pi 
goda set against a beautiful landscape. "It 
good for Hongkong and for China for hi 
to be alive," Kok says, eyes fixed on tl 
pink slip. “The economy is good and pe 
ple are living happily." 

Yet Deng, depicted as an intelligent an 
charitable woman in another tale, will d 
within three years, Kok says. Chine: 
communism will long survive him, bi 
there will be an internal struggle in whic 
good triumphs over evil, Kok add 
perhaps again baring his survivalist ii 
stincts. 

Elsewhere, Chinese unification wil 
Taiwan is out of the question. "The leger 
is of someone in a forest who picks up 
flower and brings it home,” Kok says. “Bt 
then he wakes up and realises it's only 
dream." An auspicious prophecy ahead 
Taiwan's National Assembly elections, bi 
it does not mean the ruling Kuomintang 
finished. 

As for the US presidential electio: 
George Bush is a loser. Kok reads abo 
two women — one is physically and sp 
ritually beautiful and the other just pr 
tends to be. Bush is the latter, but Kok cai 
not say who will win the Miss US Pres 
dent 1992 pageant. 








NDIA 


Next year’s news 





ty Hamish McDonald in New Delhi 
hite Ambassadors, official vehi- 
cles of the high and mighty 


among India's governing elite, 


we often parked outside V. M. Sharma's 
imple bungalow in the capital's Hauz 
«has, an increasingly trendy suburb built 
round the ruins of an elaborate Moghul 
vater cistern. India's most senior politi- 
ians and bureaucrats often make the pil- 
srimage to see the 70-year-old Sharma, a 
etired Defence Ministry official. They seek 
is astrological predictions and palmistry 
or those vital decisions — on political 
'andidacy, appointments, marriages and 
»roperty purchases. 

"Suppose there are problems for them," 
sharma told the REVIEW. “Then I prescribe 
he gem stones to neutralise the bad effects 
f the planet. We can cook food in a solar 
'ooker, though the sun is far away from 
he earth. In the same way we can control 
he rays of the planets by putting the stones 
m their fingers or putting them in some 
ther shape.” 

Sharma has other prescriptions to ward 
ff bad planetary vibrations or render them 
»enign. He might prescribe the chanting of 
3,000 Rahul mantras, for example, or the 
lonation of a cow to a Brahmin. He spends 
hree hours in prayer every morning in the 
ittle temple at the back of his house. He 
vorships Shiva and Durga, the destructive 
aces of the deity, in order to control the 
lestructive forces among people. 

His gift was an acquired one. When he 
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The soothsayer Sharma. 


was 16, a pandit (learned man) in his village 
told his father that Sharma would have six 
or seven daughters, an unfortunate destiny 
in India. Married off at 19, Sharma went on 
to have three sons. Around the age of 25, 
he decided to educate himself in astrology 
and palmistry and spent three months ap- 
prenticed to Pandit Rattan Chand in 
Dalhousie, a hill resort. "I came to know 
the pandit had predicted wrongly only to 
extract money from my father," Sharma 
said. “So I told the people: come to me, | 
will not charge you a single paisa . . . This 
thing forced me to learn this subject." 
While he carried on as a civil servant, 
Sharma's astrology drew him renown in 
New Delhi. His magnifying glass has been 
applied to the palms of the great and 
famous, including prime ministers 
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Jawarharlal Nehru and Lal Bahac 
Shastri, and senior figures like Krisl 
Menon. Sharma approached the public 
ures after finding out the basic informat 
for a horoscope (date, time and place 
birth and immediate relatives). Nel 
granted an audience on request. “I said 
learnt everything by the papers, by 
magazines. | don't want to ask any qu 
tions but I only want to see the palm. 
cause I had got the horoscope. So I stud 
the palm only for five minutes." 

Sharma believes his advice to politici 
has been born out by events. He warnec 
P. Singh that the period beyond the ! 
vember 1989 elections would not be gi 
for him — the government was soon g 
carious. He told Singh's successor late 
1990 that February 1991 would not be 
vourable — Chandra Shekhar's gove 
ment fell at the beginning of March. 
advised Indira Gandhi not to hold an e 
tion after lifting the emergency in 1977 
her party was routed. So how ab 
Sharma's predictions for 1992? 

Prime Minister P. V. Narasimha R 
"According to my calculations he was b 
in Pisces, or Meen in Hindi. So I think 
will definitely remain the prime mini: 
of India, because his moon is in the f 
house, his sun is in the fourth house. P 
ple born under Pisces are in a positior 
control the people. According to my cal 
lation, he will rise to the maximum 2 
will remain the prime minister of In 
during 1992, even 1993 also." 

The political outlook: "According to 
astrological point of view, 1992 will 
be so favourable for India. There \ 
be so many diseases, so many strik 
These ministers will not be able to cont 
the people. There will be some re-electit 
in some states. Governments will 
dissolved and elections will again 





CHINA 


Future 
schlock 


By Lincoln Kaye in Peking 
China is far from ready to let a hundred 


Áomocackhe leone Dradictine the natinnal 


dress the questions that most intrigue 
back-room futurologists in Peking: how 
long will the ruling gerontocrats last? 
Who will emerge at the top of the heap 
in the ensuing succession struggles? 
Which “princelings” (offspring of senior 
cadres) will flourish? 

As for the more metaphysical forms 
of prognostication, in Peking it is im- 
possible — at least, legally — to get one’s 
personal fortune told, much less the 
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one wedding procession on the streets, 


you're likely to see a dozen, just as 
though some unseen astrologers were 


broadcasting a selection of lucky days. 


“It’s better in the countryside," ex- 
plains a young clerk from the CPC, on an 


outing with her friend. "You can still giu 
qian [draw lots for divination] at Wutai 
Shan [a sacred mountain in nearby 
Shanxi]. But, here in Peking, all you can 


hope for is to get your palm read, dis- 
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J 
— in Sri Lanka the position will 
ot be so good — differences of opinion." 

Janata Dal leader V. P. Singh: "Accord- 
ig to Mr V. P. Singh's horoscope, he's un- 
er the influence of the planet Ketu, a de- 
ructive planet, so he will not succeed and 
rill not be in a position to form a govern- 
ent in the next four or five years." 

War prospect: "There will not be any 
'ar with Pakistan. But something may 
appen . . . border disputes. But war will 
ot be declared in 1992. And there will be 
o war even in the Gulf. The Kashmir 
roblem will not be solved in 1992. There 
rill be a coalition government in Punjab, 
rith Congress. With whom, I can't say." 

The Indian economy: "According to the 
ars of 1992, the Moon, Venus, the Sun 
nd Mercury — they are in 10th house. So 
ie economic position of India will defi- 
itely improve. Strikes will be there, in in- 
ustries, but the economy will definitely 
nprove. As there will be a lot of strikes in 
idustry, it will not be good for the people 
» invest in industry, but they can invest 
Yoney in property — anywhere in India." 

Mikhail Gorbachov: "He will have to 
ice so many problems, even food materi- 
Is will not be available. They will request 
ie other countries to help them . . . Will he 
main as president? It's doubtful." 

George Bush: “His position will be im- 
roved. He will be able to dictate terms to 
» many countries. His influence will be 
tore than his previous term. He will defi- 
'tely go for election and he will definitely 
in." a 


SOUTH KOREA 


Secrets from the Samsonite 


By Shim Jae Hoon in Seoul 


orth and South Korea will be 
N reunified as one nation either in 

1994 or 1995, following the death of 
President Kim Il Sung. In China, the de- 
mocracy movement will resurface with 
new vigour in 1992, sparking an army 
takeover, while paramount leader Deng 
Xiaoping will die in the winter of 1992 or 
the spring of 1993. More prosaically, the 
semiconductor and property markets will 
be the leading business investments for the 
next 10 years. 

As befits his reputa- 
tion as the doyen of 
South Korean soothsay- 
ers, Kim Hak calls a news 
conference when he's 
ready with his oracle for 
the new year. But the 
dapper, bespectacled for- 
tune teller agreed re- 
cently to a Delphic ren- 
dezvous with the REVIEW 
for a look into the Year of 
the Monkey. The 57-year- 
old Kim arrived at a 
swanky hotel with two 
assistants in tow; one of 
whom had the task of 





Kim: prophetic globally. 


carrying the boss' Samsonite briefcase. 

Over coffee, Kim said he saw viole 
developments in China in the new ye. 
including the death of paramount lead 
Deng Xiaoping in the winter of 1992 
spring of the following year. Kim has | 
doubt that China is heading toward c 
mocracy, but only by walking through 
storm of economic and political upheavi 
in the next two years. China's army w 
intervene in politics for the first time sin 
the Revolution, helping to restore mark 
based economy. 

Once the chairman of the South Kore. 
association of fortun 
? tellers, Kim has gone g] 
è bal In Seoul, Tokyo ai 
Hongkong, Kim has 
following and the new 
paper clippings to pro 
it. The assistant open 
the Samsonite case ai 
politely showed the 1 
ports of Kim's pred: 
tions through the yea 
In his business, the nx 
important achievement 
being able to say I tc 
you so. 

He has made th 
claim often. In his lita 





THAILAND 


Shooting stars 





By Paul Handley in Bangkok 


up astrology full time. He originally 
learned to read the stars from his uncle, a 


If 1991 proved a difficult year r for Thai- 
land, 1992 is going to be even rougher, 
says leading astrologer Prayoon Polareey. 
In a year that will see a hotly contested 
election in March, followed by the diffi- 
culties of forming a new government and 
selecting a prime minister, this could 
mean some bad news. 

If anyone has a good feel for Bang- 


kok's stars, it is Prayoon, a retired 
hana 
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respected astrologer. During a lengthy 
military posting to Hamburg, he found 
time for in-depth courses at the 
reknowned Astrologische Studien- 
Gesellschaft Hamburger Schule. 

Some 20 years ago, Prayoon — then a 
lieutenant-colonel — opened his now 
well-known Bangkok Astrological School 
in the capital’s Bangkhen district. He has 


since provided consultations for leading 
Thai ee zumas: alein J 
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In addition to teaching, Prayoon se 
about 10 private clients a week, chargi: 
Baht 500 (US$20) an hour. Most of the 
are businessmen, though they also inclu: 
a few of his old army comrades. While 
does not exaggerate the applications 
astrology — he avoids making speci 
predictions and prescriptions — he says 
does have an important role in both pc 
tics and business. 

Prayoon says that "I told Big Jiew the 
could be a coup around Chinese Ne 
Year." However, he would go no furth 
than that, except to say “I try not to spe 
about politics. Both Big Jiew and Big ! 
are my friends." 

At a more mundane level, Prayoon 
popular with investors. He has develop 
j M 
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f successful prophecies, Kim includes: 
redicting the 1979 assassination of presi- 
lent Park Chung Hee in South Korea, the 
eunification of Germany for 1991 (events 
noved faster than Kim's crystal ball and 
»ermany became one in 1990), the election 
f Japanese premiers Nakasone and 
akeshita. 

In South Korea and a number of other 
‘laces displaying the uncanny power to 
ee the future does not always bring admi- 
ation. Especially when the future holds lit- 
le to comfort the powers that be. 

Kim remembers the days when know- 
ng the future was a bad idea in South Ko- 
ea. He says he fled to Los Angeles in 1975 
recisely because of his prediction of Park's 
eath. But these days Kim is often asked to 
arn his powers of prophecy to South Ko- 
ea. Who will be chosen the next president 
1 the 1992 election? 

Kim says he is not ready to predict who 
vill be the next head of state, but some- 
ow indicates he would not be one of the 
nree famous Kims — governing party 
'ader Kim Young Sam, his rival Kim Jong 
il, or opposition leader Kim Dae Jung. "1 
lready said in the 1987 election that it will 
ot be one of them," Kim snapped, refer- 
ing to the election of Roh Tae Woo that 
ear. 

Kim, in his double-breasted grey suit 
nd jet-setting success, seems eager to stay 
ut of the kind of trouble that sent him 
currying to the US in 1975. The Samsonite 
riefcase closed and the Delphic rendez- 
Ous was over. n 





e formation of a new government fol- 
»wing the March elections. Prayoon 
yid that it might mean an unstable 
oalition government could be formed. 


October will be even worse, 
specially in the final week of the 
vonth, as all Bangkok's bad planets — 
aturn, Uranus and Neptune — will be 
1 the city's first house. Again, Prayoon 
entures political tumult as a possible 
nalysis: a collapse of the government 
erhaps? 

Prayoon would not forecast who 
rould be prime minister. But he made 

few points: though Chavalit's stars 
0k good early in the year, the chances 
re that the next prime minister could 


e a Leo. That excludes Chavalit, 
"lends ole 5.5 saa 
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What I read in 199 


As American Ambassa- 
dor to South Korea, | 
am writing a review of 
a book which, to my 
knowledge, has not yet 
been written but should 
be. It is a book on the 
implications of the Ko- 
rean War for Asia in 
the years since 1953. 

| keep reading books about the Korean 
War which deal with how it started, how 
well this or that nation fought, and how 
the situation in Korea has still not changed. 
Those points, while historically significant 
and interesting, ignore the broader ques- 
tions of what Asia as a whole would have 
been like had Harry Truman not decided 
to fight in June 1950. First, South Korea 
would not be what it is today — one of the 
most dynamic and forward-looking coun- 
tries in Asia. Second, a Korea united under 
Kim Il Sung would be a far more formida- 
ble and destabilising force today than is 
North Korea, which in effect was "cauter- 
ised" by the Korean War. Third, Japan, 
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worth it?" and many Koreans too young 
remember the conflict are questioni 
American motives then and now. 

The war was worth it, both in à 
around Korea and throughout Asia. T 
first shots of the Cold War were fired Ix 
and it was a war that was won. We bac 
need a book that brings these concepts ir 
focus today. 

Donald P. Gregg, LIS Ambassador to Sot 
Korea. 


It is difficult to choc 
between several boo 
which I found memor 
ble. In the end, each 
the following fo 
books will stay in r 
mind for years to con 
The most provocative 
Rian Malan's My Tra 
or's Heart. The subtitle describes the bo 
exactly: A South African Explores the Mi 
ness in His Country, His Tribe and Hims 
All I need to add is that Malan is a fi 
journalist who writes well and explor 
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Traitor's 
Heart 





SPECIAL 





. Set in South America, it illuminates 
e society in most striking ways. At the 
ime time, it is a beautifully told story. Fi- 
ally, one book that is simple, revealing 
id moving is the collection of letters from 
rison which Vaclav Havel wrote to his 
ife, Letters to Olga. Many sensitive and 
itelligent people have had to endure po- 
tical persecution this century. Havel's re- 
onse is surprisingly fresh. 
lang Gungwu, Vice-Chancellor of the Univer- 
ty of Hongkong. 


I enjoyed reading The 
Coming War With Japan 
very much. Although 
one need not agree 
with the inevitability 
of another war be- 
tween Japan and the 
US, the book is full of 
| extremely enlighten- 
ig military facts, particularly concerning 
ipan and the way its military strength cor- 
‘lates with its diplomatic policies. The au- 
ior's view of the physical vulnerability of 
ie Japanese economy, which is actually 
mplified by success in foreign trade, is 
ery perceptive. Obviously, the way the US 
1d Japan manage their economic conflict 
‘ill affect Japan's relations with the other 
untries in the Pacific in a rather complex 
ay. 
wi Ungsuh, president of Samsung Petro- 
i'emicals. 


The Coming 
War with 
Japan 





In Those Ten Years: The 


Those Ten Age of  Khruschev, 
Years: | Aleksei Adzhubei, 
The Age of _ Nikita Khruschev's 
~ son-in-law and a 


Khruschev 


former chief editor of 
Izvestia, tells the story 
~ of the Soviet leader's 
` 10-year struggle (1954- 
D) to carry out reform in the Soviet bu- 
'aucracy. It is an elegantly written book, 
ased on Adzhubei's personal experience. 
hruschev told the author: "Our party is 
ld and deepset in its ways. Many things 
»out it are impossible to change." But at 
ie same time Khruschev opposed the idea 
f a general thaw, fearing that it would 
nly bring about an uncontrollable flood 
id lead to disaster. In the course of the 
eaceful evolution of communism, 
hruschev was a transitional figure. In 





was sweeping through China at the same 
time. It was compiled from the recollec- 
tions of 35 well known members of the 
Chinese Communist Party. 

Although Tian Jiaying only had a high 
school education, he was highly gifted. 
During the 18 years he served as Mao’s 
most trusted personal secretary — from the 
time the chairman took over as helmsman 
of the PRC to the beginning of the Cultural 
Revolution in 1966, he was involved in all 
major policymaking, until he finally fell out 
of Mao’s favour and committed suicide. 

The material used displays a high de- 
gree of selectivity and criticism of Mao is 
considerably toned down. Yet it provides 
plenty of behind-the-scenes information on 
critical events in recent Chinese history, 
and reveals the tragedy of the intellectual 
under an authoritarian regime. 

Jin Zhong, chief editor and publisher of Open 
magazine in Hongkong. 


. The new world order is 
The Rise B now the most dis- 
and Fall of § cussed topic in the 
the Great § world. Paul Kennedy’s 
Powers The Rise and Fall of the 
Great Powers and 
- Jacques Attali’s Lignes 
© D' Horizon are well 
—— Gocumented and the 
subjects are deeply studied. I appreciate 
very much the contribution of these au- 
thors to the world discussion. I share many 
of their opinions, yet at the same time I 
have my own. 
Nguyen Co Thach, the former foreign minister 
of Vietnam. 






The Kitchen God's Wife 
. has been both good en- 
tertainment and a 
. source of new under- 
- standing for me about 
- my wife. The daughter 
- of Chinese immigrants 
. to Hawaii, she too grew 

^ -— up in a family making 
the sometimes funny, sometimes painful 
transition from Chinese to American. Even 
in our own family setting, how many times 
have I seen the iron determination, the 
scolding and strict disciplining of children, 
the love of gambling and refusal to display 
outward emotion evoked so well by Amy 
Tan. 


pm , 


The 
Kitchen 
God's 


Wife 
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tries. 

Finally, while camping with my son 
the uplands of Maui this past summer v 
re-read together Robert Louis Stevensor 
ageless adventure tale, Treasure Island. 

My father made it a tradition to re: 
The Count of Monte Cristo every Christma 
Together, he and I read it about 10 tim 
and I believe Dad read it another 10 tim 
by himself. At 1500 pages, the book c. 
take the whole Christmas week. Great fu 
Maybe I'll re-start the tradition this ye 
with my youngest son. 

Clyde Prestowitz, a former official of the 1 
Department of Commerce. 


. Two important sche 
arly collections shou 
| be noted. Shiso no um 
| a 3l-volume Library 
| Japanese Intellectual Ca 
rents over the Past Th. 
Centuries, is an ir 
- mensely rich correct 
' to the generalisatio 
and infantile distortions of Japanese thin 
ing often in vogue in and outside of Jape 
Xiandai zhengzhixue congshu, the Chine 
translation of the 20-volume Japanese Cc 
temporary Political Science Library publish: 
by the University of Tokyo Press, is inte 
esting because of the fact that Chinese p 
litical science terminology was introduo 
into China from Japan. For example, t 
Chinese Marxist term gongchanzhuyi [coy 
munism] was imported from Japan at t 
turn of the last century. 
Takashi Inoguchi, Professor of Political Scien 
Liniversity of Tokyo. 


Japanese 
Currents 





In his autobiograph 
T An American Lt 
| former US preside 
€ Ronald Reagan giv 
- the inside story of } 
| years in the Whi 
House. There are ma: 
| quotations from his d 
' ries about his strugg] 
to achieve arms control and tax reform, a) 
the details of his visits abroad that did 

much to re-establish the US as a peace-lc 
ing global power. It is a significant work 
history by one of the leading statesmen 
the 20th century. Mrs Margaret Thatch 
former prime minister of Britain, recen: 
said that Reagan single-handedly won t 
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he Soviet Union and Eastern Europe, if 
you seek liberalisation: come here to this 
wate! Mr Gorbachov, open the gate! Mr 
3orbachov, tear down this wall." 

And the wall came tumbling down. 

During Reagan's years in the White 
Touse, | was in the US, from 1983 to 1988, 
as representative of the Republic of China. 
When I was reading the chapters, my 
memory carried me back to those old days 
m Washington. Although some personali- 
ies mentioned in the book have now fallen 
nto oblivion, their contribution to history 
should be long remembered by us all. 
Fredrick F. Chien, Minister of Foreign Affairs, 
Republic of China, 


Power Shift by Alvin 
- Toffler and Borderless 
| World by Kenichi 
~ Ohmae were very use- 
- ful in giving me a jolt 
| and moving me away 
from the conventional 
. world view of politics 

— and economics. Toffler 
ind 1 Ohmae are great for encouraging 
lateral thinking and quantum-leap think- 
ing. 

I also enjoyed I, Claudius by Robert 

Graves and My Secret History by Paul 
Theroux. I should have read I, Claudius 
long ago, but did not. It is a gripping his- 
torical novel which has an amazingly mod- 
ern touch. Power play is power play in any 
time or place. My Secret History reveals a 
new dimension of Theroux as it gives the 
reader a sense of the person behind the 
author. 
Chan Heng Chee, Singapore's permanent rep- 
resentative to the UN in New York from 1989 
to 1991, currently executive director of the Sin- 
gapore International Foundation. 





Peter Straub, author of 
_ the short story collec- 
tion Houses Without 
_ Doors, is a truly great 
. writer: completely un- 
-~ compromising in his lit- 
- erary ambition, while 
- packaging his books 

~~ like horror novels — yet 
‘hey are e completely real. I want to be just 
ike him when I grow up. 1991 was a big 
rear for detective novels set in ancient 
tome. It must be a trend — I read three of 
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|, The End of a Dream by 
Minhaz Merchant is a 
. readable summary of 
the rise and fall of the 
Nehru-Gandhi dynasty 
. ending with the assas- 
. sination of Rajiv Gan- 
. dhi, and is mercifully 

=~" free of the veneration or 
— — which most Indians regard 
as the "royal family." 

No Full Stops in India by Mark Tully is a 
refreshing account of different aspects of 
India by the BBC correspondent who knows 
India well and identifies himself with the 
poor people of the country. He is very criti- 
cal of the wogs who run the country. 

The Gunny Sack by Vassanji is a delight- 
ful account of the Gujarati Muslim com- 
munity in East Africa and its diaspora to 
Europe, Canada and the US. One of the 
best novels I have read, written by a man 
of Indian origin. 

Ice Candy Man by Bapsy Sidhwa is a 
novel dealing with the civil strife preced- 
ing the partition of India through the eyes 
of a Parsi girl living in Lahore. A tragic tale 
told with wit and compassion. 

The Hong Kong Foreign Correspondents 
Club by Anthony Spaeth is a well-told tale 
of the loves and lusts of foreign corre- 
spondents based in Hongkong, built 
around a false story planted by a respected 
winner of the Pulitzer prize. 

Laughing Matters: Comic Tradition in In- 
dia by Lee Siegel, is a superb compilation 
of humour through the eyes of an Ameri- 
can scholar who is dealing with a gener- 
ally humourless nation. 

In The Analyst and the Mystic, Sudhir 
Kakkar, India’s leading psychoanalyst, 
analyses with compassion the hold most 
godmen of India have over their believing 
millions. 

Khushwant Singh, journalist, author and edi- 
torial adviser to Penguin India. 





. I read a lot. In fact I am 
-~ a compulsive reader. | 
read books, newspa- 
|. pers, periodicals, Legis- 
lative Council papers, 
street signs, bus adver- 
tisements, messages on 
T-shirts, parking tickets, 
etc. 

After — The Struggle for Democracy 
he Daisici Waco; ca? Menimie Rorher 


Life and 
Death in 
Shanghai 





O Jerusalem by Larry Colli 
Dominique Lapierre tells of a different k 
of courage and determination in a differ 
setting: the story of the formation c 
country from the ravages of war and in 
atmosphere of hatred. How I wish the 
raelis could grant the same rights to t] 
adversaries. 

Bruce Catton's trilogy, The Coming Fi 
Terrible Swift Sword and Never Call Ret 
gives a near-perfect and beautifully w 
ten account of the American Civil Wa 
have enjoyed these books many times. 
Jimmy McGregor, banker, member of the Hc 
kong Legislative Council, and prize-winn 
short story writer. 


The book I like mos 
- the five-volume bios 
phy of Ryoma Sa 
moto, a famous w 
- rior, by well-kno 
novelist Shiba Ryuti 
| It is a well-writ 
' story, full of excit 
m " events such as 

mances, battles * politics. I first reat 
30 years ago when I was preparing for 
law examination. It was not helpful in t 
regard, but it has served as a source of 
spiration for me ever since then. 

Sakamoto, a well-respected mid-1 
century soldier, was one of the reform 
of the Meiji Restoration. Aware of the p 
carious position of Japan at the tir 
Sakamoto was one of the first to call for 
opening up of the country to outside in! 
ences. He also tried to persuade feu 
lords to surrender their claims to polit 
power in order to bring the country 
gether as a unified state. In view of Japa 
current problems in opening up its marl 
the book is especially useful in understa) 
ing the feelings of Japanese people. 
Satsuki Eda, member of the Japanese Hous 
Representatives and head of the United So 
Democratic Party. 





» The American write 
have read and re-rea 
. little of this year v 
_ Paul Theroux afte 
_ holidayed with him | 
| year in the Cook 
lands. Kingdom by 
| Sea, his pilgrima 
around the Brit 
aAa tinge at the time of the Falklands W 
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Money & Power 


The Korea Stock Exchange set up a 
vecial three-man department in April 


a) Clear up a backlog of scrip accumu- 
lated during the bull run. 

b) Vet applications by foreign brokers 
seeking to become full members. 

c) Measure the percentage of 
rumours in the market that were 
correct. 

d) Prepare the groundwork for setting 
up a sister exchange in Pyongyang. 


Two days before closing the Bank of 
redit and Commerce Hongkong, 
ongkong’s banking commissioner 
?scribed it as: 

a) "A can of worms." 

b) "Sound and viable." 

C) “Effectively, but temporarily, 

illiquid." 

d) "Well supported by its ultimate 

shareholder." 


Singaporean corporate raider Oei 
ong Leong has got a second lease of 
fe as: 
a) China's largest pig-farm investor. 
b) Financier to an Indonesian plywood 
tycoon. 
c) A North Korean private banker. 
d) Dennis Lee's tennis partner. 


If you were in a motor accident in 
pan, what type of organisation would 
» most likely to help you arrange a 
nancial settlement with the other 

? 

a) The Japan-American Legal Friend- 

ship Society. 

b) The local yakuza gang. 

c) The Tomato Insurance Co. 

d) The local Ministry of Finance office. 


The name of Phnom Penh's most 
pensive hotel is: 

a) Cambodiana. 

b) The Royale. 


^ Tha Nieuws U/arla 


Unravel this Monkey Puzzle of trivia 
by separating fact from fiction. 
Correct answers to all questions can 
be found in copies of the REVIEW 
from 1991. So there are no prizes for 
getting them right. But inventive 
caption writers who want to submit 
alternatives to the Morgan originals 
may get their names in print. For 
those who want to check their 
memories, all will be revealed in the 
16 January 1992 issue of the 
REVIEW. 


financial services community. 

c) A close personal friend of Ronald 
Li and George Tan. 

d) Described by a communist mouth- 
piece as “a good friend of China.” 

e) All of the above. 


Cows from India are bartered for: 

a) Vats of hydrogenated refined 
Nepali yak-butter. 

b) Bangladeshi girls. 

c) Shares in Reliance Industries. 

d) Gold smuggled by Gurkha soldiers. 

e) Swedish armaments. 


The Feelings Bank is: 

a) A new Japanese bank trying to 
market a customer-friendly image, 
following the success of the Tomato 





Trivial Monkey-Puzzle 


Bank. 

b) A World Bank-backed operation t 
support people infected with the 
AIDS virus. 

c) An effort by a famous Thai madan 
to cater to the non-financial needs 
of World Bankers. 

d) The easy-listening channel of 
Bangladesh's first commercial radit 
station. 


Singaporean nightclub supremo 
Elyas Khamis first ran afoul of the 
authorities for: 

a) Playing “Lucy in the Sky with 

Diamonds" at a PAP Dinner Dance 

b) Forging letters of credit from 

Norway’s Christiania Bank. 

c) Financing Women’s Affairs maga- 

zine. 

d) Saying DBS Bank would under- 

write his first stock offering. 

e) Exceeding the national obesity 

standard. 


After failing to oblige Indonesian 
kretek producers to buy cloves from hi 
monopoly, Tommy Suharto convinced 
the government to: 

a) Ban the sale of ^white" cigarettes i 

Indonesia. 

b) Require kretek companies to 
provide proof of purchase from th 
monopoly before they got their tax 
stamps. 

c) Allow him to launch Indonesia's 
first privately owned satellite. 
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To spread your wings in Asia 
share our vantage point. 
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Asia is a fast-growing, fast-changing In just three years we've become Hong Kong 
business environment. To succeed, you most active corporate finance advisor. 
eed a keen sense of vision and the ability to Using our regional network, we're known f 
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d) Give him the right to import jets for 


his Sempati Air. 
e) AII of the above. 


The Political Life 


“Vote for the Moon and Star” is the 
lection slogan of what political party: 
a) North Korea’s Workers’ Party. 

b) Nepal's Janata Dal. 

c) Guam's Statehood Party. 

d) Mongolia's Khanist Restoration 
Party. 


In what is widely believed a Thai 
»olice/military operation, leading Thai 
kang figure Klaew Thanikul was 
gunned down gangland-style on 5 April. 

low was the most notorious Thai 
godfather, Kamnan Poh, treated? 

a) He was called in by the junta and 
threatened if he did not shut down 
operations. 

b) He was invited to join the junta 
advisory committee. 

c) He was forced to donate Baht 200 
million to charity. 

d) He was courted for election support 
by military-backed political parties. 


During the Cultural Revolution, 
-hina's president Yang Shangkun was 
eurged for: 

a) Bugging Chairman Mao's living 

quarters. 

b) Including non-simplified characters 

in his calligraphic sloganeering. 

c) His rightist family background. 

d) Reading Sun Tze, the Art of War. 


Kim Il Sung’s sightseeing tour of 
China included a trip to: 

a) The Rev. Moon-financed Panda car 
factory in Guangdong province. 

b) Confucius’ birth-site at Qifu. 

c) The Zhongshan Hot Springs Golf 
Club. 

d) The sauna at the Cuban Embassy in 
Peking. 

e) Chengdu Ball bearing Factory No. 2. 


The Philippine Government has 
estimated Ferdinand and Imelda Marcos 
looted P200 billion (USS7.1 billion) 
which is: 

a) Roughly twice the GDP of Papua 

New Guinea. 


Low das DR sme on. P as bal 





"case of chronic syphilis embedded deep 
in its bones"? 

a) Thailand. 

b) Russia. 

c) Japan. 

d) Pakistan. 


In a bid to combat senility, China's 
leadership is believed to be trusting to 
Chinese remedies. In particular: 

a) White Flower Oil. 

b) Pedal acupuncture. 

c) Regular localised massage by young 

girls. 

d) Tablets of ground and compressed 

deer's tail and the genitalia of dogs 
and horses. 


When Muhammed-Yusuf 
Muhammed Sadik lost his position as 
mufti after a vote in Tashkent on 5 July, 
the main allegation against him was 
that: 

a) He sold Korans that had been 
donated free of charge by Saudi 
Arabia to Soviet Central Asia. 

b) He was a long-standing member of 
the KGB. 

c) He was covertly working on à 
translation of Salman Rushdie's The 
Satanic Verses. 

d) He had raised and channelled funds 
to the Shiite factions of the mujahi- 
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c) Supporting small businesses agai 
big monopolies and for a strong 
military role in society. 

d) Supporting a military role in 
business, particularly logging in 
Burma. 

e) All of the above. 


Which government reacted indig- 
nantly to a magazine report which 
questioned the truth of claims that on 
of its senior ex-diplomats had died 
during sexual intercourse in a Tokyo 
love hotel? And why? 

a) The US. Because the magazine 
implied that the diplomat's perfor 
ance mirrored that of the US 
economy. 

b) Hongkong. Because it has no 
diplomats. 

c) Kenya. Because most Tokyo love 
hotels refuse to admit Africans. 

d) China. Because the magazine 
implied he was there not for sex, 
but to swap secrets. 


When Taiwan's Legislative Yuan 
repealed the draconian sedition laws, 
debate in the legislature: 

a) Degenerated into fisticuffs which 
was calmed only after President L 
Teng-hui appeared in person, 

flanked by 36 burly security guar 
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“Highly sophisticated . . . but almost 
itally lawless": Who was describing 
‘hat? 

a) A new watchdog charged with 
cleaning up Dalal Street (India's 
stockmarkets). 

b) Bank of China executive on 
Shenzhen's burgeoning 
stockmarket. 

c) Marketing director Tojo Hakamushi 
on Toshiba's "fuzzy logic" laptop. 

d) Hongkong securities commissioner 
on the Lau brothers' third bid to 
privatise a subsidiary. 

e) US Trade Representative Carla 
Hills on keiretsu pricing practices. 


“Heihos” are: 

a) Christmas waiters at the Hobbit 
House in Manila. 

b) Indonesians employed as soldiers 
during the Japanese occupation in 
World War II. 

c) Phlegmatic losers in Macau's 
casinos. 

d) Punjabi harvesting tools. 


WAD is: 

a) Japan’s tobacco monopoly. 

b) Hongkong campaign pressing for a 
better deal for depositors. 

c) Afghanistan's spy service. 

d) An unidentified beneficiary of 
Nomura’s stock-loss compensation 
scheme. 


Who described who or what as “not 
nly insensitive to contemporary 
falaysian realities, but on occasion 
ownright insulting"? 

a) Prime Minister Mahathir on a 56- 
storey office block planned by 
Hongkong investors. 

b) Energy Minister Samy Vellu on an 
unsolicited tender for power station 
construction projects. 

c) Australian Foreign Minister Gareth 
Evans on the Australian media. 

d) AII the participants, at some stage, 
on all offers to buy MUI. 


William Saunders and Jane Ryan 
re: 
a) Authors of Micronesia — a Hitch- 

hiker’s Guide. 


p. 





Thailand has: When the principal and minor wive 
a) 10% of the world's species of of Thai army commander and chief anı 
birds. junta chairman Gen. Sunthorn 


Kongsompong took their rivalry into a 
lively battle in the Thai press, Sunthor 
reacted by: 
a) Changing his legal name so that 
neither had claims on him. 
b) Breaking up with both and going 
off with another woman. 
c) Going into hiding while the two 
fought out their differences. 
d) Inviting the press to eat noodles 
prepared by himself and his mino: 
wife. 


b) 10% of the telephones it needs. 

c) 10% GDP growth in 1991. 

d) 10% of all the world's potential 
mass-transit projects. 


The “Mindef mafia" is: 

a) Nickname of an Australian mining 
finance group. 

b) A nexus of officers from the 
Singapore Armed Forces and 
bureaucrats from Singapore's 
Ministry of Defence. 

c) The controlling shareholders of 
Mindanao Electrification Co. 

d) The Defence Ministry group 
obstructing construction of an 


Hongkong's Discovery Bay was 
inspired by: 
a) Late night re-runs of "The Pri- 





soner," an avant-garde 1960s 
television classic. 

b) A suspected Soviet spy's commer 
cial visions of an eastern 
Disneyland. 

c) Manhattan's Roosevelt Island. 

d) Peking’s Jianguomenwai. 


Indian-Bangladeshi flood-relief 
canal. 


How many direct descendants of 
Cambodia’s Prince Norodom 
Sihanouk perished under the Khmer 
Rouge? 

a) None. 

b) Three — all his children. 

c) Fourteen — all his children and 


Macau casino magnate Stanley Ho 
put up a rare challenge to the Royal 


eight grandchildren. Hongkong Jockey Club by: 
d) Nineteen — five children and 14 a) Going double-down in blackjack 
grandchildren. against club chairman Willie 
Purves. 
wart ea a E 1.2 f£ M 1a Tha 4 ' ' a 


South Korea 
Donq-A-Ilbo 
Paik In Su 


L 
é 


| 





)))) 


Arm twisting. (US Trade 
Rep. Carla Hills) 


How Asia's 
cartoonists saw 
the year 


The REVIEW acknowledges with thanks copyright of the various 
publications in which these cartoons originally appeared. 
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O YOU WANT TO make money in 

1992? Or try to husband what 

you have? Entrepreneurship and 

thrift are separate and usually 
posing instincts. The only way in the 
1g run to beat the market average is to 
«e what are judged to be greater than 
erage risks at any given time. 

Look at who made money in stocks in 
91. Almost no one who did not buy be- 
'e 1 February when Gulf War euphoria 
1s at its peak and who did not sell before 
sillusion crept in later in the year. Or who 
d not invest in “high risk" Latin America, 
uth Africa, the Philippines or Hongkong. 
iese markets were favourably mentioned 
this section a year ago because the risk/ 
itential reward ratio looked promising 
mpared with more fancied areas. All 
iy still have relative mileage, but it is 
rd to recommend any markets which are 
tween 35% and 200% above year-ago 
rels. 

With the above few exceptions, markets 
* at best back around the level 
ached before the August 1990 
vasion of Kuwait, and some 
2 well below. All are signifi- 
ntly down from their yearly 
aks and most have lost the 
st part of their 1991 first- 
arter gains. They are. now 
;stly cheap — compared with 
> standards of the recent past. 
t how good a guide is. the 
st 10 years to the n 0? 
bld is still languishing at Ie 
an half its peak reached al- 
»st half a generation ago. 

It is true that after the 1987 
ash many believed that the 
ity era was at an end. They 
ere proved wrong in the me- 
aim term — though most 
arkets have in fact moved 
Neways from pre-crash levels 
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By Philip Bowring 


Industrials could have found a bottom at 
around 2,850, the low point of its trading 
range of the past few months. But stock 
prices in most markets — even Japan, de- 
spite a 40% fall from its peak — are his- 
torically at high levels. The Dow Jones In- 
dustrials is on a price-earnings (p/e) ratio 
of 28, double a year ago. This may be due 
to freakish profit figures but it is still wor- 
rying. Even the broader S&P 500 index is 
on a p/e of 20. 

Does history matter? Perhaps not, but it 
does record that investor perceptions of 
value undergo major changes. So it is more 
than possible that an upturn in US growth 
and company profits would be unaccom- 
panied by a rise in stock prices. That may 
already have been assumed. The market is 
signalling a slow recovery and faith in 
stocks has not been severely tested. 

Meanwhile, the situation is none too 
bright at the macroeconomic level. It may 
be too late for the US to engineer a sig- 
nificant election-year recovery and who- 


| Stockmarkets in 1991 


—— AMM Index! 

—— MS Capital Int'l 
World Index* 

— Tokyo Nikkei Index 

--- New York Dow Jones 
Ind. Index 
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Shake the money tree, but carefully 


Be wary, be cunnin 





are concerned to limit their current-accour 
deficits and inflationary pressures. Chins 
Hongkong and Taiwan all enjoy larg 
current balances. These should fall as dc 
mestic demand rises, but that may nc 
happen because of worries about trade re 
lations with the US. Asia can continue t 
grow without US stimulus but only if re 
gional trade is given more scope. 

Japanese capital will flow to Lati 
America, and the Subcontinent will als 
attract foreign stimulus. This should hav 
a positive impact on global demand bt 
could have a relatively negative impact o 
East Asia. Although the latter region wi 
continue to be the growth focus of th 
world, its pre-eminence may not be as star 
as in recent years, which will make foo 
loose investors more wary of its still hig, 
p/e ratios. 

Economic performance and boomin 
stockmarkets do not necessarily go han 
in hand — see Asia from 1975-85. The lin! 
age to liquidity is rather more direct an 

this remains a cause for work 
= wide concern and explains tr 
high real long-term intere: 
rates prevailing in most cou 
tries. 

Europe's growth potenti. 
will remain constrained by tł 
shadow of Slav chaos and tk 
dominance an ageing an 
worried Germany has over 1 
monetary system. 

This does not mean the: 
are not relative equity oppo 
tunities. Taiwan's economy 
strong, liquidity plentiful - 
despite the future demands : 
major infrastructure projects - 
and inflation low, but stoc 
prices still tempt providenc 
South Korea offers better vah 
but more economic uncertai 
ties. 


Hongkong has had as good a run as 


can expect. Not ere young t in Indonesia 
a 


ever wins will not be of a mind for post- 


most have fallen modestly in inflation- 
election stimulus. Japan's growth has 


sted terms. So it is possible that the old 






when the local currency descends to its 
rightful levels. India and Pakistan will 
benefit from market opening but India is 
not especially cheap and Pakistan is as yet 
too poorly organised. 

In Europe, France is relatively under- 
valued and Spain may get an Olympic run. 
Britain provides a more liquid market than 
most. But all Western Europe suffers from 
overvalued currencies and the promising 
eastern bits such as Hungary will be over- 
shadowed by the problems of neighbours. 
Some Latin American markets could run 
further but the big money has probably 
already been made, other than in laggard 
Brazil. 

So if stockmarkets do not look exciting 
as a bunch, what to do? Bond yields in the 
US and Japan are down to levels which 
look attractive relative to cash but which 
imply greater ongoing commitment to 
tight money than the US at least has been 
able to deliver. Yes, the 10-year Treasury 
bond yield could come down another one 
or even two percentage points from the 
current 7.3% if efforts at monetary stimu- 
lus fail and fiscal stimulus is not attempted. 

But wariness is called for. A combina- 
tion of political and banking-sector pres- 
sures is capable of producing drastically 
inflationary steps. A falling currency may 
be politically less damaging than collapsing 
money-centre banks, and cities without 
garbage collection. 

This is possibility rather than probabi- 
lity. The likelihood is still for a stabilising 
US dollar, even at low interest rates. The 
US trade account will continue to respond, 
if ever so slowly, to feeble domestic de- 
mand and currency undervaluation on a 
purchasing-power-parity basis. If the pro- 
tectionist trend proves stronger than de- 
mands for cheap money, the dollar might 
even become very strong. 

Across the Atlantic, the German com- 
mitment to low inflation should sooner or 
later bring bond yields down sharply, 
which would also do wonders for their 
French equivalents. But the Deutschemark 
is vulnerable to Slav problems. Answer: 
Juy Bund or OAT (French bond) futures, not 
paper, and so minimise the currency risk. 

Elsewhere, bond prices may be ap- 
oroaching their peaks in Australia and 
-anada. Yields are still high in real terms 
Jut commitment to tight money cannot be 
issumed. The most attractive bonds of all 
nay be those issued by Taiwan, where 
3overnment bearer 5-year issues yield 9.5% 
n a strong currency. 
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But if stockmarkets look relatively un- 
appetising and populist pressures could 
take the shine off bonds, what is left? Prop- 
erty values have bombed out in places like 
Australia and parts of the US; though re- 
covery may be a long time coming, further 
downside risk is limited. 

Most other property markets in Asia 
look toppy, with Bangkok in the lead 





z and the Hongkong residentia 
far behind. Even Ho Chi 
Phnom Penh real-estate prices are r 
ning strong as a result of foreign ay 
— well ahead of the actual economy 
so forward-looking speculators m 
need to start scouting Rangoon 
Vientiane. 

Food commodities (and farmland) n 
be the best bet. Wheat has risen 25% i 
few months, given a bounce by the Sov 
crisis and low stocks. But most food pri 
remain around long-term cyclical lows a 
could also be given a push by various n 
factors, ranging from the Mt Pinatubo 
fect to Slav disorder, from farm policy 
form in Europe to an end to export sul 
dies. 

Base metals price appear to have } 
potential. But the supply-demand equat 
for gold and silver is looking more attr 
tive for the first time in a decade, a 
Russian uncertainties could add to dema 
and subtract from supply. With holdi 
costs on futures down under 5%, the « 


portunity cost of precious metals specu 
tion is also very low. 
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It's not over vet 


By Anthony Rowley 


NVESTORS FLOCKED TO government- 

bond markets during the Year of the 

Sheep and were generally well re- 
warded. Things look a little more tricky 
for the Year of the Monkey, but there is 
still a fair amount to go for in mainstream 
and some more peripheral markets. 

Yield curves are generally inverted or 
flattish at present. With short-term rates 
still generally higher than long rates, there 
are arguments for being in cash. But yield 
curves should steepen, generally on the 
positive side, in 1992. 

This implies declining yields on long 
bonds and rising capital values. Most in- 
ternational bond markets, and some of the 
smaller European markets, too, should 
conform to this pattern. 

What might possibly upset this scenario 
is the supposed threat of a global capital 
shortage. The theory is that the former So- 
viet-Eastern Europe bloc begins sucking in 
capital just when a recovering US economy 





been over-stated. 

The volatile situation in the former ! 
viet Union is probably a bigger factor 
fecting currency and bond markets in 19 
The usual health warnings about poten! 
shifts in exchange rates affecting prospe 
in individual bond markets need to be 
inforced; a coup or other crisis would i 
pact sharply on the US dollar and on ! 
Deutschemark. 

German long-bond rates have the | 
tential to fall farthest in 1992, given tl 
they start from levels which are about 1 
highest for any major bond market — ı 
cept British gilts. However, the timi 
rate declines in Germany is difficult 
foresee. 

Notwithstanding 10-year governme 
bond yields of around 8%, the Germ 
yield curve is highly inverted and will 
main so until short-term rates decline. I 
this cannot happen until the current labc 
negotiations are out of the way. That w 
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— System (EMS) — could 
'ecome attractive, too. 

. Robert Feldman, at Salomon 

; s Asia in Tokyo, sug- 

that German long- bond 
ates, which fell from 8.74% to 
.1% between January and 
arly December (producing a 
orresponding 7.3% increase in 
und values) will fall further to 
round 7.5% after the wage ne- 
tiations end. So there should 
e "quite a strong further rally" 
^ bunds, Feldman says. 
‘ourtis, however, suggests 
:aying at the short end of the 
&eld curve for maximum gains. 

Calling the US bond market in 1992 is 
nore difficult. Feldman notes that US long- 
ond (10-year) rates have fallen by under 
) basis points in 1991, while short-term 
ates have declined by 250 basis points — 
roducing a steeply positive yield curve. 

But US rates will remain sticky at the 

eng end while worries over the fiscal 
tuation continue to obscure the fact 
nat US inflation is basically under control 
wow. This leaves room for only modest 
arther declines in 10- and 30-year US 
weasury bonds over the next three to six 
aonths, Feldman says. 

Richard Woodworth, at Merrill Lynch 
à Tokyo, also fears that US long-bond 
ates will fail to react to prospective further 
ats in the Federal Fund and other short- 
*rm interest rates. 

The reasons are the prospective size of 
me US fiscal deficit in 1992 (around US$350 
Kllion); a corresponding bulge in Treasury 
ssues, especially with the thrifts to bale 
uit; and technical supply-demand factors 
*hich are depressing the US long-bond 
market at present. 

More obviously attractive for 1992 is the 
wpanese government-bond (JGB) market. 
»s in 1991, jGBs should prove attractive to 
«] but yen-based investors on both capital 
lue and currency grounds. 

Japanese long (10-year benchmark) 
vonds enjoyed a 13.5% price rise during 
me first 11 months of 1991, on the back of a 
wecline in yields from 6.71% to 5.81%. 
nalysts agree that the next three to six 
months could see the yield declining fur- 
mer to around 5.25% or even lower — 
»aving a rise of around 20% still to go for 
k prices. 

Merrill's Woodworth thinks, however, 
mat as Japanese money-market rates — 
"hich are still above longer bond yields — 










risks are too high to permit positive senti- 
ment in the bond market. There is also a 
risk of sterling being devalued within the 
EMS if Germany should be forced to raise 
interest rates in order to fend off wage in- 
flation. 

Likewise, there are few bulls on the 
Australian and Canadian government- 
bond markets for the medium term. 
Courtis believes the Australian bond rally 
has gone about as far as it is likely to for 
the time being, and that there are downside 
risks in the currency — a sentiment shared 


Interest 
-trough 


Source: Merrill Lynch 
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by other analysts. Canadia 
— fundamentals are positive bi 
. — — $ again the upside is limited an 
currency risks need hedging. 

In the less mainstream ma 
kets, Salomon's Feldman fi 
vours Swedish krona bond 
Stockholm's commitment 1 
shadowing the German-led Et 
ropean monetary policy shoul 
keep inflation in check and a 
low yields to fall. 

Feldman expects the yie! 
on a 10-year Swedish govert 
ment bond to decline fro: 
around 9.8% now to 8.45' 
within 12 months — for a near 1456 rise i 
the value of the bond. 

Danish government-bonds, like kror 
bonds, also find favour on the ground th. 
Copenhagen has prices under control an 
fiscal positions are sound in both countrie 

French and Dutch government-bon 
markets could also become attractive 
Germany's economic problems prove mo: 
intractable than generally expected. In th 
case, the spreads against German bunt 
may widen in favour of French and Dutc 
bonds. 


2 OONIH 





CURRENCIES 
9 


On your marks 


By Anthony Rowley 


HE CURRENCY TO PUT your money in 

i during the early part of the Year of 

the Monkey is the Deutschemark. 

But keep an eye on events in the former 

Soviet republics and be prepared to switch 
quickly. 

A synthesis of analysts’ views translates 
into an argument for taking a position in 
the German currency early in the year to 
take advantage of strong yields but switch- 
ing to yen as German short rates decline. 
Nonetheless, the US dollar could 
strengthen sharply if special factors inter- 
vene. 

In early December, three-month Euro 
Deutschemark deposits yielded 9.5% in 






Real interest rates are high 


nominal terms and 6% in real terms aftı 
taking into account modest German inf]. 
tion rates. Not only are nominal yields c 
short-term Deutschemark deposits an 
certificates of deposit higher than those « 
most international currencies, the currenc 
offers a real return above those availab 
on the US dollar or the yen. 

There is some disagreement amor 
analysts, however, about how the Dev 
schemark will move in terms of exchans 
cross-rates in the next three to six montt 
Kenneth Courtis of DB Capital Marke 
predicts the currency will strengthen 
1.55 or even 1.52 against the US dollar 
the next three to six months, compare 
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vith 1 bin nelly December. He 
ases this forecast on expecta- 
ions that Germany's current 

t will improve in early 

2 and the possibility that the 
tundesbank may have to 
ghten short-term interest rates 
wage demands prove too ag- 
ressive. 

But Richard Woodworth of 
ferrill Lynch in Tokyo sees lit- 
e potential in the Deutsche- 
wark because of the political 
isks in Eastern Europe. He ex- 
ects the currency to weaken 
gainst the US dollar and the 
en in the next six months. 

Analysts are also at odds 
oout the medium-term outlook for the 
en. Woodworth likes the yen because of 
span’s strong balance-of-payments posi- 
on. Additionally, Japanese authorities 
"ant a stronger yen to keep the lid on in- 
ation and will probably try to steer it 
gher. 

Woodworth expects the yen to 
rengthen to 125 against the US dollar in 
ne next three months, while Robert Feld- 
aan of Salomon Brothers in Tokyo fore- 
asts an exchange rate of 120 by the end of 
#92. At that point, however, Japanese ex- 
ort competitiveness will start hurting. 

DB Capital Markets is bearish on the 
en. Even though capital inflows will tend 


















[U8 cot Index | 87.60 — 201 
[Deutschemar | omuss | 145 | 180 | 170 | 1.00 


British pound | USSE | 1.765. 
Canadian dollar | CAUSE | 1.1345. 


— 
Frenchtrane — 
Swiss tranc — | StUS$ | 1.4241 | 1.41 | 1.50 | 1.58 | 


Source: Merrill Lynch 


to strengthen the currency, Courtis says it 
could end up offering the lowest real re- 
turns of any G-7 currency. He believes the 
yen will swing between 125-140 against the 
US dollar in the medium term. 

There is a more bearish consensus on 
the US dollar. Merrill is negative on the 
currency in the next three to six months, 
and Salomon sees it weakening against 
the yen but strengthening against the 
Deutschemark. DB Capital Markets sees 
potential dollar weakness against the Ger- 
man currency and a possible strengthen- 
ing against the yen. 

Still, most analysts agree that all bets 
are off if the situation in the former Soviet 





SEAN 


CURRENCIES 


Fhe Lion's pride 


w N. Balakrishnan 


MONG ASEAN COUNTRIES, only in- 
vestors in Singapore have a reason- 


able hope of making a foreign-ex- 
mange gain in 1992. Investors in Malaysia, 
donesia and the Philippines — and to a 
sser extent, Thailand — will be exposed 
various degrees of currency weakness 
yainst the US dollar, a factor which could 
save any gains made on underlying in- 
estments. 

That Singapore should have the “hard- 
®” currency among the Asean states is 
wrdly surprising. The republic is a mag- 
»t for direct foreign investment. Capital 
Klows to its financial sector, as well as 
wisible earnings from its huge tourism 
dustry, far outweigh its consistent deficit 





pore dollar would be likely to appreciate 
sharply. Even with these controls, the 
local unit appreciated in 1991, averaging 
$$1.66:US$1, compared with $$1.74:US$1 
in 1990. 

The Philippines, with the weakest 
economy in Asean, presents the investor 
with one of the worst currency risks. Per- 
versely the Philippine peso actually appre- 
ciated in 1991, rising to an average of 
P26.75:US$1 compared with P28:US$1 in 
1990. But the appreciation happened for 
the wrong reasons: imports collapsed in 
1991 as the authorities imposed a strict 
monetary policy and forced the banks to 
unload the foreign exchange they had been 
hoarding. A depreciation of around 15%, 


2 republics slides further towarc 

s anarchy. The US dollar woul 
, 5 firm immediately, especiall 
against the Deutschemark. 

Failing such a calamity 
Courtis says the Deutschemar 
and other EMS-linked curre» 
cies such as the French franc « 
the Dutch guilder are goo 
prospects in the next three to si 
months. Most offer high nom 
nal and real yields and will r 
main strong on the back of th 
Deutschemark unless th 
Bundesbank raises short-ter 
interest rates to the point wher 
an EMS realignment became ir 
evitable. 

The exception is the British pound. Eve 
though it offers a handsome 10.25% o 
three-month Eurocurrency deposits and 
real yield above 6%, it has few taker 
among analysts. "Too much political risk 
Woodworth points out. 

The Australian dollar, which offers le: 
attractive yields than European currencie 
meets with even less enthusiasm. Wooc 
worth believes the currency is a risk b« 
cause of Australia's balance-of-payment 
problems. Analysts also believe th 
Canadian dollar has seen the best of i! 
recent rally in foreign-exchange market 
and -there is little upside potential left i 
1992. 





by a much more substantial amount a 
Jakarta grappled with a high inflation rat 
and a widening current-account defici 
Because of an anti-inflationary clampdow 
by the monetary authorities, however, th 
rupiah is expected to weaken only mai 
ginally in 1992, to about Rps 2,000-2,05 
against the US dollar from around Rp 
1,990 now. 

In Malaysia, the local dollar is also e» 
pected to fall, though the influence of ri: 
ing interest rates will probably keep th 
drop to about 4-5% against the US dolla 
from the current rate of about M$2.74:US$ 
though the fall against the yen could E 
even sharper. 

Malaysia's main problem is a curren 
account deficit that is expected to gro 
from US$4.9 billion in 1991 to about US$ 
billion in 1992, or 11% of GDP. Kual 
Lumpur's policymakers hope foreign cap 
tal inflows will balance this huge deficit à 
the current account. But if this does nc 
happen, the country might have to resoi 


EQUITIES 


Slim pickings 


"By Nigel Holloway 


N 1991, ECONOMIC fundamentals made 
a monkey out of those investors who 
bought shares in the expectation of a 
»usiness recovery in the Anglo-Saxon 
wworld. The upturn never materialised. And 
f it does in the Year of the Monkey, the 
question is how much higher shares can 
wo — since they have already discounted 
much of the good news. 

While punters wait for an uptick in the 
economies of North America, Britain and 
»Australasia, the two strongest economies 
— Germany and Japan — are slowing 
down sharply. Hardly a bullish prospect. 
The outlook suggests that 1992 might well 
grove to be a repeat of this year and last, 
"when bonds outperformed stocks. 

With little likelihood of shares surging 
upwards in the major stockmarkets, the 
emphasis remains on careful selection. But 
lin the view of Bruce Russell, director for 
international equities at Fidelity Invest- 
ments in London, the number of compa- 
nies worth investing in is lessening all the 
time. This is because the debt-laden ex- 
cesses of the 1980s are still unwinding. The 
demise of Robert Maxwell’s communica- 
tions empire in December is only the most 
recent, spectacular example. 

The British utilities sector would seem 
the perfect shelter in hard times. After all, 
during the previous recession a decade 
ago, such defensive stocks were simply not 
listed. Their existence today should be a 
positive factor this time around, but even 
cautious investors are warning that if the 
Labour Party wins the general election (to 
be held before June 1992), utility stocks 
could drop sharply in value. 

Given the paucity of high-quality scrip, 
opinion appears divided about where to 
invest. Small firms or large ones? High 
growth or "stable" growth? In fact, there 
may be no dichotomy at all. Firms with the 
most consistent growth in earnings have 
often been the most rapidly expanding in 
sales. In the US, discount chain Wal-Mart, 
drugs maker Merck and soft-drinks giant 
Coca-Cola have appreciated 67-85% from 
their lows this year. 

As 199] progressed, it was the cyclical 
stocks — things like cars and capital goods 





lem of stock selection seems insurmount- 
able. There are only a few companies that 
can be fitted into a limited portfolio and, 
outside the US, there are few unit trusts 
(mutual funds) that select themes rather 
than merely chasing the index. 

This is particularly difficult in Asia, 
where some of the more mature stockmar- 
kets are ripe for this kind of treatment. The 
most notable case is Japan, where the re- 
structuring of the economy is not yet re- 
flected in stockmarket weightings. It is the 
(non-financial) service companies, residen- 
tial construction firms and infrastructural- 
building stocks which are the ones to buy 
for the long term. 

As a whole, the Tokyo stockmarket 


Best performing markets 


% increase in US dollars 


ONT AVi 


Over the past year” 
Mexico MM 109 
Philippines MB 84 
Hongkong M 41 
Singapore M 34 
Thailand 822 


Over the past three years 
Mexico [L— — — 343 
Austria |] 98 

Thailand 74 





Denmark III 122 
Singapore INI 119 


*3 Dec. 1990 to 9 Dec. 1991 
Note: Rise in main index, dividend income reinvested 


Source: GT Management, Micropal 


might well perform best of the major 
bourses, says Nigel Hale of Invesco MIM 
Asia. Interest rates are likely to continue 
falling and profits may recover by the end 
of next year. But even if the Nikkei index 
rises to 27,000, this would be a perform- 
ance no better than this year, when shares 
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spark for a rally will not come until t 
dominant German central bank lowers 
terest rates. Inflation in Germany probal 
still has some way to rise and, until 
peaks, European stockmarkets will ha 
little to cheer about. 

Once interest rates do begin to f 
though, probably by the middle of n« 
year, French stocks look a safer bet th 
those in either Britain (facing an electi 
or Germany (economic downturn). Jardi 
Fleming is recommending a couple of F 
ropean growth stocks: biotech firm As 
of Sweden and German discount store ¢ 
erator Asko. 

If punters are looking for econon 
growth, it is impossible to ignore develc 
ing Asia. But there too, careful selection 
the name of the game. Two themes tl 
have stood the region's bourses in go 
stead are less positive now. Export grow 
will continue to slow down and the inflo 
of capital, mainly from Japan, will weak 
further. 

The bright spot remains the domes 
consumption boom and a new sparkle 
the tourist trade, particularly in Hongko 
and Singapore. Cathay Pacific airline cot 
be a big beneficiary. Even shell-shock 
stockmarkets like Indonesia deserve 
closer examination on these grounds. 
delity likes the look of sanitaryware mak 
Surya Toto and Modern Photo (linked 
Fuji Photo), two companies that w 
weather the country's monetary squeezs 

South Korea ought to be the sto 
market to watch in the year when forei 
investors can buy Seoul shares directly | 
the first time. But fund managers agree tl 
the market is best avoided until the di 
settles. There has been a lot of stock bt 
ing by domestic institutions in the expec 
tion that the shares can be flogged to gu 
ble foreigners. South Korean compan: 
are a long-term buy and will be worth t 
wait. 

Taiwan, which has already made 
more limited opening than South Kon 
could well out-perform its East Asian e 
nomic rival. The former's fundamenti 
look much healthier than those in the | 
ter, but the real test is whether domes 
investors have recovered from the seve 
burns they suffered in 1990. 

Of the big, open stockmarkets in the : 
gion, Singapore and Hongkong both lo 
to have better prospects than Austral 
Earnings growth in Hongkong looks go 
on the back of Guangdong's boom. Hor 
kong Bank is on a price-earnings ratio 
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nuch headway. 

Of the riskier emerging markets, Latin 
America still has its charms, while places 
rrobably best avoided in 1992 include Pa- 
istan and Turkey. The remarkable thing 
; that Mexico has been the top performer 
r the past five years. Can it keep up the 
ct? Andrew Freris, who watches Latin 
america for GT Management, thinks that 

can, but cautions that the fate of the 
Aexican bourse next year depends on the 
election prospects of President George 
ush. 

Argentina has been a spectacular per- 
mer this year and Brazil could well do 
1 1992 if it can get its constitutional act 
gether. But instead of playing the indi- 
dual markets, the best strategy is to go 
a Latin American fund. By now, there 
re enough individual economies in the 
'gion doing well at any one time to make 

a relatively safe investment. But it will 
ot be as secure a bet as shares in Coca- 
sola. 


"VW WW. 





APANESE 


EQUITIES 


liptoeing in Tokyo 


w Anthony Rowley in Tokyo 


T IS EASY TO FORGET that gains can be 

had in a falling stockmarket or one 

that appears to be going nowhere. 
ich was the case with the Tokyo Stock 
xchange (TSE) in 1991, and 1992 could 
itness a repeat performance. 

In the first 11 months of 1991, the TSE's 
)pix index, which includes all shares 
ited on the exchange's first section and is 

weighted by capitalisation, rose just 2.2%. 
ie narrower, unweighted Nikkei stock 
erage declined 2.5%. 

Yet there were sectors that had perform- 
ices good enough to have made invest- 
sent worthw hile. This was especially true 
êr non-yen-based investors as the Japan- 
se currency performed well against other 
'rrencies in 1991. 

The oil and coal sector outperformed all 
hers, mainly reflecting freedoms that 

mpanies were given in the wake of the 
ulf crisis to pass on cost increases to con- 

mers. Electricity and gas utilities also did 
well as Japan's economy continued to 
wom on the back of residual momentum 
milt up in the preceding two years. Bank- 

= s J 2 = i l o — r 


, 11 


unexciting market? 

They are unlikely to be the same ones 
as in 1991. The oil and coal sector had a 
one-off performance, and electricity and 
gas utilities cannot expect to do so well in 
an economy that will almost certainly con- 
tinue slowing at least into the second quar- 
ter of next year, and where industrial pro- 
duction is slackening. 

Nor are banks likely to enjoy the bene- 
fits of fatter spreads at a time when under- 
lying demand for loans is weakening and 
when bad debts are likely to weigh more 
heavily on balance sheets. Insurance com- 
panies will not look too good, either, as 
premium-income growth declines in line 


Tokyo stocks performance : 


12 months to early December, 1991 
Sector A4 % change 
T) 














|. (8 of TSET) 12 months 
Iron & steel | $1. E 0 2 
Land transport | 2.9 4.9 | 
Machinery |. 32: Ty 
Construction | 4.8 -1.9 





m  Daiwa Securities' dealing room: repeat berlormenos. 


with a slowing economy. 

Some brokers suggest that as signs « 
economic recovery begin to become app: 
rent in Japan around the second quarter « 
1992, the first companies to feel the benef 
will be auto manufacturers, trading hous 
and industrial electrical groups such é 
Hitachi and NEC. Even if consumer spenc 
ing holds up next year, little of it is likel 
to go into consumer electronics, leavin 
stocks such as Sony or JVC best avoided. 

The strength of Japan's external sectc 
and the still-buoyant trade with the US an 
Europe suggests that shipping stocks suc 
as NYK could be worth accumulating in th 
early 1992. But watch out for any seriou 
signs of mounting protectionism oversea. 

Stocks regarded as unglamorous du 
ing the TSE’s boom days are beginning 1 
look attractive because of their staple earı 
ings growth. The pharmaceutical sector 
à case in point, especially with several con 
panies poised to introduce new drug 
ahead of international competition 
Takeda, Sankyo and Chugai could prov 
to be good picks. 

Other brokerages favour real estat 
warehousing, railway, trucking and sect 
rities sectors. 

For the time being, it may be best t 
stick with the TSE's first-section stocks be 
cause they tend to do better in bond ma 
ket rallies than second section or over-the 
counter stocks. And avoid the warrar 





EQUITIES 


Wild and woolly 


By Review Correspondents 


QUITIES HAD A ROUGH ride in 1991 
E: there is little prospect of a 

smooth passage next year. Forecast- 
ers are rapidly downgrading expectations 
wor economic growth worldwide and the 
wrightest spot on the horizon — lower in- 
Mation — is likely to benefit bonds more 
Shan stocks. 

The Morgan Stanley Capital Interna- 
ional World Index was 8.6% higher on 9 
Jecember than at the end of last year. 
‘hat was better than the 18.5% drop the 
"ear before, but all the gains were made in 
the first month of 1991. The index fell 10% 
m the seven months to August, as eco- 
omic momentum failed to pick up after 
Ihe Gulf War. Stockmarkets then rallied, 
vhen it appeared that the US had at last 
limbed out of recession. They then fell 
»ack in October when the US recovery 
wailed to materialise. 

Asian markets outside Japan fared 
lightly better, rising more sharply than the 
world average and hanging onto their 
gains. The AMM Index rose 15% in the 
"ear, thanks to an outstanding perform- 
ance from Hongkong and a significant im- 
ovement in Singapore. The Philippines 
was the biggest gainer in Asia in percent- 
«ge terms (the Composite Index rose 75%), 
lespite a weak economy. But the rise was 
à continuation of the rally that began in 
Jctober 1990 and it had difficulty in con- 
olidating at the higher levels. 

Perhaps the biggest single reason for 
hinking that stockmarkets will remain 
"olatile in 1992 is that elections take place 
n many important countries. The US 
residential election is held in November 
and Britain will see a general election in 
he first half of the year. In Asia, there are 
allots in South Korea, Thailand and the 
*hilippines. And the break-up of the So- 
riet bloc will add the biggest imponderable 
o share calculations. 

Investors abhor uncertainty and 
tockmarket turnover could well be at least 
as thin as it was in 1991. That is another 
eason for thinking that the Year of the 
Monkey will see rapid swings in sentiment 
owards equities. 
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best performers are expected to be growth 
companies with small-to-medium-size 
capitalisations in cyclical industries such as 
food and beverages, household goods, cos- 
metics and discount retailing. 

The main problem with the US 
economy is that Americans are staying 
home and out of stores, holding on to their 
money out of concern about whether they 
will have a job come morning. This is 
strangling the economy so much that inter- 
est-rate cuts cannot work their usual magic. 
Attractive rates are meaningless when con- 
sumers refuse to make big purchases. 

Consumer buying, at its lowest point in 
nearly two decades, is expected to drift 
even lower in early 1992. Making matters 
worse is the growing perception among 
Americans that Washington cannot solve 
the country's economic ills. 

So how can the outlook for the 
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stockmarket be anything but grim? One 
reason: 1992 is a presidential election year, 
and President George Bush needs to act 
soon to get the economy rolling if he wants 
to see good results at the polls for both 
himself and the Republican Party. 

Bush is expected to outline a plan of 
action in his annual State of the Union ad- 
dress in January aimed at setting in motion 


A win by the Conservative Party shou 
strengthen the exchange's — 
1992, according to most brokers, while 
Labour Party victory would most 
dampen them. 

Adding to the concern is the alar 
caused by a slumping stockmarket, 
which shares have fallen below their tra 
ing range for most of 1991. 

On the bright side, however, low ec 
nomic growth has helped to bring dov 
Britain's core inflation rate. Consequent] 
if other European interest rates fall, Briti 
rates would likely fall more than they ot 
erwise would have. 

In addition, LSE shares are relative 
cheap. In 1991, the dividend yield on tl 
Financial Times All Share Index has be 
around 5.2%, while the price-earnin; 
(p/e) ratio has hovered at 13.8 and at le 
than 12 on prospective 1992 earnings. 


HONGKONG 

If prospects for the Stock Exchange 
Hongkong (SEHK) depended chiefly ¢ 
corporate health, an increase of the Har 
Seng Index to at least 5,000 points by ne 
December from 4,128 currently would } 
assured. But even though Hongkong's GI 





is expected to rise 6% in the coming yei 
and corporate earnings 20%, the SEH 
may be in store for some uncomfortab 
times. 

Almost all factors likely to upset tl 
stockmarket originate outside the colon 
Foremost among these threats is the cor 
tinuing deterioration in trade relations b 
tween the US and China. 
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-hinese pools by US consumers also can- 
aot be ruled out. 

But the impact on Hongkong of any US 
rade sanctions against China could be 
rreater than disappointing manufacturing 
esults. For example, a collapse in China 
"»usiness would probably hit property 
'ompanies and, eventually, the financial 
narkets. The effect of this chain of reaction 
m the SEHK could be dramatic. 

Moreover, 1992 offers uncertain political 
»rospects for Hongkong. Britain must hold 
t general election by mid-year, and it is 
anclear what a possible change of govern- 
ment in Britain would mean for Hong- 
xong. In China, meanwhile, the clock still 
licks for the gerontocracy, and any succes- 
ion or pre-succession manoeuvring would 
ake place in an economic situation ex- 
sected to be overheating by year-end. 

Adding to the concerns of investors is 
the continuation of pre-1997 jitters in 
longkong, a US economy that is having 
eroblems getting going again and the 
»ossibility of stockmarket disasters in the 
JS and Japan. 


SINGAPORE 

Jaily volume on the Singapore Stock Ex- 
hange (SSE) is expected to build steadily in 
992, something that did not happen this 
‘ear. The SSE is ending 1991 with a whim- 
ber, with daily turnover far below earlier 
avels. 

Brokers believe the SSE will be bolstered 
wy expected lower interest rates. Also, with 

multiple of about 15.5 in 1991, the ex- 
Mange is a relatively inexpensive place to 
vest money. In the past eight years, it 
sad a median multiple of 20. 

Nonetheless, investors face a Singapore 
sconomy a little weaker than it was a year 
ego, though it is still the envy of neigh- 
souring countries. GDP is forecast to ex- 
»and 7% for 1991 after a growth rate of 

3% a year earlier. It is expected to expand 
"% in 1992. 

Some sectors could also have uneven 
wesults in 1992. The worst may be over for 
ne property sector, but no quick upturn is 
»recast. And the continuing problems of 
vo former star performers of the economy 
— the financial-services and export-ori- 
nted manufacturing sectors — are a 
ource of pessimism to some brokers. 

In addition, retailers are feeling the 
winch from fewer big-spending Japanese 

yurists, as well as increased competition. 


MALAYSIA 
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the KLSE was further depressed by an in- 
sider-trading investigation begun by the 
Ministry of Finance, the central bank's new 
statutory-reserve limits and limitations on 
lending affecting the car-retail market. 

In the run-up to the government's new 
budget in November, there was hope 
among brokers that economic planners 
would address soaring interest rates to 
help draw the KLSE out of the doldrums. 
But the adoption of a strategy aimed at 
maintaining high growth left investor 
confidence dangling. 

“People have really lost interest in the 
market since November," a broker says. 

But looking ahead to 1992, brokers are 
putting on an optimistic face. They point 
out that the fundamental soundness of 
Malaysia's economy and investment pros- 
pects remain unaltered. 

Nonetheless, the KLSE's prospects for 
1992 will depend heavily on foreign inves- 
tors. "If foreign institutions are not buying 
Malaysia, movements will be slow," a 
broker points out. 





Jitters over US sanctions in Hongkong. 


THAILAND 

Improved economic prospects for Thailand 
in 1992 and increased liquidity should re- 
vive the Stock Exchange of Thailand (SET), 
which appears to have bottomed out above 
the 600-point level on the exchange's in- 
dex. 

The growth rate of Thailand's economy 
is expected to quicken in the second half of 
1992, enabling the industrial sector to uti- 
lise much more of its new capacity and 
improve earnings. Even the most con- 
servative analysts expect this corporate en- 
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assets to be implemented in early 1992. 

The revaluation of banks' assets shou 
improve their growth base and make 
unnecessary for most to raise capital for 
year or more. In recent years, banks ha 
tapped shareholders as much as thr 
times a year. 

Despite these good prospects, ever 
could keep the SET index at current leve 
or worse in the new year. Political instab 
ity after the March elections or a serio 
slump in the real-estate market, for exa» 
ple, could keep investors on the sidelin 
and cause the index to drop to as low 
700. 


TAIWAN 

The Taiwan Stock Exchange (TSE) shou 
have a good performance in 1992, accor 
ing to most analysts. 

The TSE will be helped by higher liqui 
ity and an improved economy that shou 
benefit from large increases in pub! 
spending and stronger exports, analy: 
say. More importantly, they say big playe 
that dominated the TSE in the past shou 
be more active than in 1991, at least eat 
in the new year before politics takes ov 
in the run-up to a national election in L 
cember. 

The TSE failed to live up to expectatio 
in 1991 largely because high-interest tir 
deposits drew capital away from equiti: 
During the year, many investors plao 
funds in 12-month certificates of deposi 
almost doubling the amount of capital 
fixed-rate money-market instruments 
more than NT$1 trillion (US$38 billio: 
Long-term money-market rates have sir 
declined, and investors are expected to p 
much of this capital back into the TSE. 

As a result, brokers expect a steady ri 
in the Weighted Index in 1992, with sor 
predicting an increase of 2,000 points to t 
mid-6,000 level by mid-year. The ea) 
stages of privatisation of government co; 
panies such as China Steel and the Interr 
tional Commercial Bank of China plus s 
eral dozen new listings, however, cot 
deal periodic setbacks to the stockmarke 


SOUTH KOREA 

As a third-consecutive dreary year on t 
Korea Stock Exchange (KSE) draws tc 
close, investors have little to cheer about 
they look to 1992. Corporate bankruptc 
are running at their highest rate in nx 
than five years, and earnings remain we 
with little prospect of improvement a 
time soon. Inflation is at nearly 10%. 
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About the only bright spot for the KSE 
wn the short term will be the arrival of for- 
‘ign investors, who will be allowed to buy 
stocks on the KSE from 3 January. Analysts 
^elieve foreign money is about the only 
hing that could buoy share prices in 1992. 
"35stimates are for US$1.8-3 billion worth of 
»verseas money to be invested in 1992 by 
"voreigners. 

"There is serious concern about the cur- 

ent trend in the stockmarket,” says Chin 
"Young Wook, a director at the Ministry of 
"inance. 

Unlike many analysts, Chin expects for- 
"ign investment to be limited because of 
south Korea's economic difficulties. "It's a 
matter of economic fundamentals," he 

says. "The prospects for the short- and me- 
dium-term economy are not bright." 

South Korean companies must also 
lemonstrate that they have made a suc- 
‘essful transition from a low-wage 
economy to one where production costs 
are high. So far, few companies have made 
he leap, unlike their competitors in Japan 
ind Taiwan. Until they do and the govern- 

ment has a better grip on the economy, 
Kundamentals on the KSE are likely to re- 
«main depressed. 


IPHILIPPINES 
The Philippine stockmarket, with a 48.5% 
vexpansion in dollar terms, was the best 
werformer in Asia in the first nine months 
wf 1991. This news has fostered expecta- 
Kions that the market could hit a bull run in 
1992, particularly early in the year on the 
hack of a consumption boom fuelled by 
spending for the May general election. 

The stockmarket should also strengthen 
considerably from heavy buying in new 
issues scheduled for 1992, among them 
Manila Electric, Philippine Airlines and 
IGeneral Milling. 

In addition, help could arrive later in 


the year in the form of increased buying | 
from foreign institutions. Brokers are | 


hopeful that a new government will try to 
bolster the economy by liberalising restric- 
tions on overseas investors and by lifting 
regulations on the repatriation of funds 
earned in the Philippines, moves that 
should result in a flood of new money into 
the stockmarket. 

Meanwhile, issues such as Oriental Pe- 
troleum, Philippine Overseas Drilling and 
Alcorn Petroleum have been drifting up- 
wards on expectations of large oil finds. 
Some brokers are also high on property 
companies Ayala Land, Robinsons Land 
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Light amid the gloom in Jakarta. 


points and skidded steadily south to finish 
November at 241. 

Explanations are plentiful. The govern- 
ment's tight-money policy pushed up in- 
terest rates, making time deposits appear 
more attractive than stocks. Also, many 
companies that went public in 1989 and 
early 1990 did so on pie-in-the-sky profit 
projections, and brokers spent all of 1991 
marking these counters down to more rea- 
sonable levels. 

But promising signs have begun to 
emerge. Some foreign investors believe JSE 
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stocks have been discounted sufficiently 
make them attractive and have started 
buy selectively. Domestic investors are 
ginning to follow. wa 

In early December, the governm 
moved ahead with plans to privatise 
JSE, with the takeover expected to t; 
place early next year. The governm 
also forced securities houses to incre 
capital, a step welcomed by foreign b 
kers. 

High interest rates continue to dog 
stockmarket, but there are some indicati 
that the central bank's 18-month-old tig 
money policy is nearing an end. In ^ 
vember, the government closed remain: 
loopholes in foreign borrowing that und 
mined earlier efforts to constrain mon 
supply growth. 

Once the new rules take effect, the o 
tral bank is likely to soften its monet 
policy, and interest rates may begin to f 
The combination of these changes | 
many brokers convinced that the JSE v 
turn up in the second quarter. 


AUSTRALIA 
Brokers are predicting a 10-25% expansi 
for the Australian stockmarket in 19 
mostly because of a general belief that 1 
foundation has been laid for a recovery 
the Australian economy. 

But there is caution about this forec 
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High yields. High security. 
Fidelity Investments now 
offers you a new way to manage 
your cash and currency balances 
to your best advantage. Fidelity 
Money Funds: A deposit service 


that gives you higher yields* on 
your money, with security of 
capital, instant switching between 
currencies at attractive rates of 
exchange and easy access. 
There is no minimum 
deposit**, you just choose from 
13 major currencies and Fidelity 
does the rest. Your money is 
pooled with that of our other in- 
vestors so we can secure higher, 


wholesale rates of interest, much 
better than an individual could 
usually obtain. 

Around the world, Fidelity 
manages more than US$150 
billion for more than 3 million 
individuals and panies. We 
use our experti select the 
highest quality banks to deposit 
your money, protecting the se- 
curity of your capital. 

To find out more, contact your 
financial advisor or just complete 
the coupon below and return it to 
us today by mail or fax, or call us to 
request your information by phone. 


* Please note that yields may go down as well as up and are not guaranteed. 
** Except for Hong Kong Dollars which has a minimum of HK$50,000. 
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ecause of the lagging US and Japanese 
economies. There are also worries that an 
mproyement in corporate earnings in 
australia could be delayed by prolonged 
?cession. 

Almost all analysts agree that any rise 
a the stockmarket will be spurred chiefly 
Ny expectations of a strong corporate-earn- 
ags recovery. "The political conditions in 
991 [have been] very favourable for a cor- 
orate profit recovery [for the fiscal year 
ading 30 June 1993] and, therefore, for 
quity prices," one analyst says. 

Nonetheless, major industrial compa- 
tes have told shareholders at recent an- 
ual general meetings that there are no 
irent signs of recovery and that they do 
xt expect any sustained growth soon. 
Koreover, resource companies have bene- 
zed only in a minor way from falling in- 
rest rates. They have also been held back 
w a strong Australian currency, which 
ypacts on earnings that are mostly de- 
wed through US-dollar sales of miner- 
is. 


EW ZEALAND 

void companies heavily dependent on 
se domestic economy. Forecasters say 
at, even if the external sector con- 
1ues to recover next year, the effect on 
isiness within New Zealand is likely to 
* limited. 

There has been a great deal of anecdotal 

vidence of manufacturers and others 
porting increasing amounts. Costs have 
ben cut, debts brought under control 
md interest rates have fallen. New 
aland manufacturers have increased 
eir share of the Australian market, and 
lave fared well in Southeast Asia and 
worth America. 

Corporate profits are expected to have 
»ttomed out in 1991 at a point where the 
"erage p/e's are around 12. But investors 
ive to be selective in their purchases. 

yrest-based companies, of which the 

wegest are Fletcher Challenge and Carter 
molt Harvey, are likely to be affected 
^ a trough in pulp prices that may 
d by the middle of 1992. Profits at 
Wr New Zealand, whose efficiency has 
weatly improved, will depend heavily 
A a long-awaited recovery in Pacific 
@urism. Meat processor Fortex is well re- 
arded. 

As for stocks dependent on the do- 
westic economy, recently listed Telecom 
as made huge strides in cost-cutting and 
ms developed new businesses. But it now 


INDIA 

The Bombay Stock Exchange (BSE) in 1991 
caught the eye of global investors by 
rallying in the teeth of the Gulf War and 
then plunging as other bourses around 
the world soared in the post-Gulf War 
euphoria. The BSE will continue to surprise 
investors in 1992, though its swings could 
gybe more with international markets as 
the domestic economy becomes more 
integrated into the world economy, and as 
foreign investors take a closer look at In- 
dia. 

But gauging the direction of the bourse 
in 1992 is complicated by not only the na- 
tion's fiery politics but also the perennial 
battle between so called bear and bull mar- 
ket operators, who pull the bourse in dif- 
ferent direction for purely speculative gain. 
The bears will likely win the struggle, as 
the fundamentals will likely be in their fa- 
vour, though by the end of the coming year 
the market should pick up as the govern- 
ment's trade and economic reforms take 


root. 
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Surprises for investors in Bombay. 


The bull run in the Bombay stock ex- 
change since July is in need of a correction. 
The BSE index reached a peak of 1,916 
points on 16 September, but has hovered 
between there and 1,800 since then. The 
bull run was a direct result of a string of 
trade reform and industrial policy liberali- 
sation measures announced by the gov- 
ernment since July. But the market may 
have over-reacted to these announce- 
ments, since the delivery of the reforms 
could take a good deal longer than many 
expect. A short-term fall of 5-10% cannot 
be ruled out if the reform process runs into 


Another is the slew of public offering 
expected from blue chips companie 
which could mop up as much as Rs £ 
billion. And the interim results of mo 
companies for the period ended Septen 
ber have not been very enthusing, and tl 
next half is expected to be worse. The sa 
of consumer durables is down and the au! 
industry is slashing production. 

The all-important determinant of shaj 
price movements in India, though, is tl 
monsoon. In 1990-91, plentiful rainfa 
lifted the bourse over 1,000 points. In th 
predominantly agricultural nation, sper« 
ing power is determined by the monsoon 
So watch for rain. 


PAKISTAN 
The Karachi Stock Exchange (KSE) ha 
more than doubled its market capitalis. 
tion since foreign investment restriction 
were lifted in early 1991, with local an 
foreign funds, including from expatria 
Pakistanis, pouring into the countr 
Whether the bourse can come close : 
matching that performance in 1992 is a) 
other question. 

Foreign investment could be three tim 
that of 1991, given government incentiv: 
for local and foreign investment. Tl 
stockmarket, then, could soar, sustained | 
the government's firm commitment to ec 
nomic liberalisation. 

A further sign of strength is the mann 
in which the bourse shrugged off the r 
cent cooperatives scandal, which everyo 
feared would jolt the market. Instea 
US$150 million in new funds remains 
the pipeline for investment in loc 
stockmarket from various foreign inve: 
ment funds. New issues are hitting tl 
market every week, but the drain on 
quidity may well be offset by this inflow 
capital onto the bourse. 

But the highly speculative nature of t 
KSE rally in 1991 augers poorly for su 
tained long-term rally. There may not | 
enough local capital to keep the rally g 
ing, while the support of foreign investc 
cannot be counted on given the volat 
political and economic situation in Pak 
tan. 

Of these concerns, the economy is t 
most worrying. The nation’s trade balan 
will worsen in the year ahead, while inte 
national pressure for Islamabad to suspe! 
its alleged nuclear arms programme a! 
cut back its defence spending could resi 
in an aid cut-off. This would quick 
alienate international investors. 
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-hange (CsE) in 1991 could well continue 
hrough the first half of next year, though 
all bets are off as to whether the rally can 
* sustained through the year once for- 
eigners are fully invested. 
The CsE all shares index hit 716 on 10 
"December, from 387 at the beginning of the 
year. The government's liberal economic 
policies continue to improve the invest- 
ment environment for foreign and local in- 
vestors alike. The market also remains 
unfazed by the nation's ethnic violence and 
political squabbles, including the attempt 
to impeach President Ranasinghe Pre- 
madasa. 

Still, the Colombo bourse remains a 
sspeculative one. The early punters who 
came in mid-1990 have cashed out with 
profits of 100% or more, but the newcom- 
ers are just as eager to realise a quick profit. 
The market's level of maturity will be de- 
termined by how committed overseas in- 
vestors are for the long haul. 

Local interest, though, could help sus- 
tain the bourse, as share trading has ceased 
to be the exclusive preserve of the Sri 
Lankan elite. There has been a massive 
scramble among small investors looking 
for a piece of the new issues coming fast 
and furious from the nation's blue chip 
firms. Over US$24 million of new shares 
were offered in the market in 1991, but 
more are expected in the coming vear. 

The impetus is government exemptions 
on capital gains taxes on quoted shares 
held for over a year. More listings and the 
government's privatisation programme, 
which is now gathering steam, will also 
increase investment opportunities. 


WESTERN EUROPE 

The stockmarkets of Europe are currently 
dominated by the German economy. Ger- 
many kept on booming into early 199], 
long after the economies of most other Eu- 
ropean economies had slowed down. This 
stemmed from the union of the eastern and 
western halves of the country. In order to 
quash the inflationary effects of this boom, 
the Bundesbank kept interest rates up in 
Germany during 1991. This meant that in- 
terest rates were kept up throughout Eu- 
rope since the currencies are linked and 
the Deutschemark is the most influential of 
them. 

Consequently growth rates in Europe 
apart from Germany were very subdued 
and stockmarkets fell. But now there are 
signs that the German economy, too, is 
slowing right down. Once the German 


major equity market, because of the pros- 


pect of lower inflation and interest rates, | 


and is recommending the top blue chips as 
a long-term buy. 

Some of the other markets look like 
good value, too. Spain is a relatively fast- 
growing economy and yet shares there, 
according to Kleinwort Benson, are selling 
on an average prospective p/e ratio of only 
9.2. Switzerland and Sweden could be 
worth a second look on the back of im- 
proving fundamentals: a moderate eco- 
nomic recovery and a fall in inflation. But 
the Continental European countries with 
the strongest fundamentals next year are 
likely to be Belgium, France and the 
Netherlands. 


EASTERN EUROPE 

In 1991, the run up in share prices of 
practically any share offered in the former 
Soviet Bloc gave way to grim reality. The 
Yugoslav bourse has imploded along with 
the nation, while Poland and Hungary 
have disappointed investors on a grand 
scale. 

In Hungary, some of the darlings of 
1990 have slumped to a fraction of their 
earlier values. The fall of about 22% in the 
index masks some performances which 
were far worse. 

In Poland, the story is similar. The 
brand new stockmarket has trended 
downwards, though Polish shares were 
never as overvalued as in more fashion- 
able Hungary. Both stockmarkets have 
been deflated by the trauma of economic 


adjustment to capitalism and the collapse | 


of their traditional market, the former So- 
viet Union. 

Yet, the number of shares quoted on the 
stock exchanges has continued to rise. Po- 
land now has 10 quoted companies and 
Hungary 20. Further new issues are com- 
ing to Poland at a rate of about one a 
month. In Hungary the pace is slightly 
faster. 

The volume of dealing is also increas- 
ing. In Poland, the stock exchange began 
last April with turnover of less than 1 bil- 
lion zlotys (US$90,000 at December's ex- 
change rates) a week. Since then it has risen 
beyond 12 billion zlotys a week. Prices, too, 


have broken their previously continuous 


decline with a rally. 

The future is particularly hard to predict 
because the situation of these countries is 
without precedent. Morale has ben hit 
hard. Yet it must surely be the case that 
these economies will begin to show posi- 
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As one of Asia's leading hotels, 
The Manila Hotel 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 

That's why it provides executive 
guests with the most 





EQUITIES 


i from the herd 


y Ed Paisley 


EXT YEAR COULD be the time when 
Nen and local investors focus 

more on selecting Asian blue chips 
an on playing the markets as a whole. 
"okers would like to hope so, given the 
sources they have put into researching 
dividual counters and the growing 
amber of Asian blue chip indices. 

Asia's emerging stockmarkets are ma- 
iring, but there is little sign yet that these 
mung blue chips perform better than the 
‘erall market. The REVIEW's AMM Index, 
lhich tracks the performance of nine 
sian markets excluding Japan, and its 
"VM Blue Chip Index, which tracks the 
»rformance of almost 200 stocks in those 
markets, have moved largely in tandem 
"er the course of 1991, 

Local punters gambling on short-term 
slex-trading gains remain the dominant 
wce in Asian stockmarkets, pulling down 

lifting the heavily capitalised blue chips 

line with swings in the market. Rota- 
»nal movements in buying from one sec- 
^ to another are also common. Institu- 
nal investors follow the advice of herds 
brokers selling the same story, and in 
> process they often trample the share 
ce of individual companies that offer 
id fundamental value. 
Even so, some blue chips do stand out. 


Foreign investors often hold high-quality 
counters for the long term, while a few 
stocks rise above the fray on their own 
merits whatever yarn is spun by eager bro- 
kers. 

A look at the performance of some 
counters in the AMM Blue Chip Index 
highlights both trends: the herd and the 
loner. On the Manila Stock Exchange (MSE) 
— Asia's best performer this year, with 
gains of more than 80% — buying by for- 
eign investors helped to boost the share 
price of two blue chips, Philippine Long 


The best and the rest 


— 


—* AE BÀ — 


ONT AVH 


Ps ara 4 M T 





Distance Telephone (PLDT) and Philippin 
National Bank (PNB), both of which ar 
highly liquid. 

In US dollar terms, the "B" shares c 
PLDT outperformed the MSE index by 
stunning 123%. Even after taking into ac 
count the strengthening of the local cw 
rency against the greenback, this is a majc 
achievement. PNB outperformed the inde 
by a more modest 16%, but this is still a 
indication that it is worthwhile latchin 
on to blue chips in a highly speculative an: 
illiquid market. 

The performance of top-quality scrip i 
other markets makes this simple rule a 
but invalid. In Hongkong, most of the stai 
blue chips, such as Hutchison Whampo: 
Jardine Matheson, Hongkong Telecon 
and Hongkong Gas underperformed th 
market by as much as 28%. 

The surprisingly good performers wer 
a clutch of property developers include 
in the AMM Blue Chip Index, whic 
posted solid gains despite predictions i 
early 1991 of a real-estate glut and fallin 
rentals. Hang Lung Development, Her 
derson Land and Sun Hung Kai Propertic 
outperformed the Hang Seng Index by é 
least 12% between 1 January and 9 Decen 
ber this year. 

Hang Seng Bank, however, was e 
pected to perform well in 1991: the pric 
rose by 60% while the market gained 385 
But it was Hongkong Bank — the broker 
goat by virtue of its problems overseas - 
that surprised the market with gains « 
47%. 

This was one blue chip that was ne 
supposed to perform well, since it We 





COUNTRY FUNDS 


Strength in breadth 


By Jonathan Friedland 


FOR THE INDIVIDUAL investor, Asian re- 
gional equity funds will continue to be a 
safe bet for capital preservation in 1992. 
In contrast, country-specific funds will 
remain a mixed bag that appeal largely to 
the more adventurous punter. 

Average gains for funds centred on 
Southeast Asian markets, on the NIC 
markets or on the "Pacific," which usu- 
ally denotes all Asian markets, including 
Japan, do not tend to be as dramatic as 
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managing director of Thornton Manage- 
ment (Asia). “And for individual invest- 
ors, we think regional funds are the way 
to go." Three of the top five performing 
funds measured by the HKUTA over a five- 
year period were invested in broad 
groups of Asian equities. 

Analysts note that the nature of Asian 
funds is changing over time, but that it 
will be some time yet before they shed 


their reputation as largely speculative 
- Li.) 


leading the way. The best performin 
ones, such as GAM Asean, Wardle 
Southeast Asia and Baring Octopus, ha 
tallied up gains of around 90% over 
three-year period. But most have settle 
in the 30-40% range over the same perio 
a comfortable enough level. 

While these kinds of funds gird tl 
middle of the performance rankings, tl 
highest flyers tend to be either country « 
instrument-specific vehicles. But wh. 
works well for three or six months mé 
not be such a good bet over the long terr 
For example, Japanese warrant funds ar 
Indonesian and Philippine country func 
provided investors with stellar returns 
1990. In 1991, they were earth-bound : 
worse. 

Paul Tagg, managing director : 
AS :3 "MC ara $ 





thought that the cost of its foreign adven- 
tures would still take time to be absorbed. 
But the market has anticipated — correctly 
or not — its turnaround by running up the 
share price, buttressed by the surprisingly 
steep rise of the local property market in 
1991. 

A jolt of a different sort happened in 
the Singapore market. Most of the govern- 
ment-linked firms there that are included 
in the AMM Blue Chip Index under- 
performed not only the market but also the 
entrepreneurial outfits not usually touted 
by brokers. The share price of firms like 
Ong Beng Seng's Hotel Properties posted 
strong gains (of 29%) in 1991, as did Wing 
Tai (20%) and City Development (20%). 

In contrast, the shares of government- 
linked firms such as DBS Bank, NatSteel, 
Singapore Airlines and Straits Steamship 
— all of which were heavily promoted by 
brokers — climbed strictly in line with the 
Straits Times Index. This year, the Singa- 
pore bourse’s main index struggled to rise 
by 21%. 

True, government-linked Jurong Ship- 
yard and Sembawang Shipyard posted 
gains of 58% and 45% respectively against 
the Straits Times Index. But this had more 
to do with the revived fortunes of the 
shipping industry than with government 
connections. 

By contrast, the biggest gambling den 
in Asia, the Taiwan Stock Exchange (TSE), 
produced a host of top companies per- 
forming on fundamentals rather than on 
technical swings in the market. Blue chip 
Evergreen Marine, one of the world’s larg- 
est shipping firms, which now boasts an 


airline as well, performed 62% better than 
the TSE index, which in the year to date has 
managed to rise only 2.4% higher than in 
1990 (which was a disastrous year). The 
share price of other Taiwan counters, such 
as Yue Long Motor, Cathay Construction, 
Nan Ya Plastic and Asia Cement, also per- 
formed better than the bourse, by margins 
of 12-44%. 

But if Taiwan was the one market 
which investors should have expected the 
index to dominate, then Thailand and 
South Korea must have disappointed those 
hunting for Asia’s fledgling blue chips. A 
highly performing blue chip is a moving 
target in the punter’s world of the Stock 
Exchange of Thailand. There were few 
counters among the constituents of the 
AMM Blue Chip Index that performed bet- 
ter than the SET index, which finished the 
year to 9 December up 15%, after a roller- 
coaster ride. 

South Korean blue chips also fared 
poorly in 1991. Only four blue chip com- 
panies in the AMM Blue Chip Index man- 
aged to perform better than the Korea 
Stock Exchange Index, which dropped 12% 
over 199] to 9 December. Of these, Hy- 
undai Motor was the best performer, but 
its share price will surely fall if the Hy- 
undai group continues to fall foul of the 
government, as it did this year over a 
mammoth tax bill. 

In sum, it helps to hold Asian blue 
chips. But for the moment, do not rely 
solely on top companies to take an Asian 
equity portfolio to the stars. The region's 
markets are indeed maturing, but they still 
have a long way to go. Li 





wan, where non-institutional investors 
have no choice but to enter through 
funds. 

The two Taiwan funds listed in New 
York have turned in a strong perform- 
ance over the last year, tallying a 66% 
return in their listed share price and a 
41% increase in their underlying net asset 
value (NAV), according to the Lipper 
Emerging Market Funds Service. Still, the 
ROC Taiwan Fund is trading at a modest 
discount to its NAV. 

Cheaper on an NAV basis, but less 
credible performers, have been the Indo- 
nesian and Thai funds. Over the course 
of the last year, the 11 New York-listed 
Thai funds have seen their share prices 
flatten despite a slight increase in NAV. 
Off their heady highs of 1990, Indonesian 
E ste i ‘ 4. ^a an 
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price-earnings (p/e) ratio. 

Liquidity, however, remains a prob- 
lem in Indonesia. Gains could well be 
short-lived, which is why several analysts 
see Malaysian funds as a better bet in 
1992 . 

All seven Malaysian closed-end 
country funds listed on the New York 
Stock Exchange are trading at a stiff 31% 
discount to their NAV, according to Lipper 
rankings. Further, the market has re- 
treated heavily from its 1989-90 spree and 
liquidity remains good. 

Also scraping bottom at the time of 
Lipper's November survey were the four 
New York-listed Philippine funds, which 
were trading at an average discount of 
33%. The upside potential there, how- 
ever, is crimped by thin trading and the 


Still waiting 
for a rebound 


By James Bartholomew 


VEN THOUGH THE PROSPECTS 
E world economic growth are ro. 

in 1992, prices of industrial mater 
are likely to be weak since they tend 
react sluggishly to economic turnarour 
Buoyant production resulting from inv: 
ments made in past years may also k 
prices low. So may the high level of 
ventories. 

The copper market suffers from hei 
output and a large stockpile. Product 
rose 11.7% in the 1990-91 period, accord 
to brokerage Rudolf Wolff, but consur 
tion fell in 1991. Consequently, 230, 
tonnes of copper were added last year 
the world stockpile. 

Help is coming from increased cop 
consumption in developing countries. 
example, Rudolf Wolff says consumpt 
in Southeast Asia climbed to 10 Ib | 
capita in 1991 from 1 Ib in 1976. 


Hard landing 





Meanwhile, South America has beg 
to improve its economic performan 
though not enough to save the metal m 
kets from overproduction. One of the m 
extreme cases is lead, the price of whicl 
expected to remain weak. 

The price of lead soared beyond £t 
(US$1,000) a tonne two years ago only 
crash to £300 recently. The drop is larg 
attributed to a sharp fall-off in demand 
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s well vell up on its 1990 level. 
tin market i is in a slump, with prices 
t Nt third of what they were 10 years 
ut two thirds of tin producers are 
B ting at a loss. 

On the bright side, the heavy stock 
verhang is being cut somewhat. Malaysia 
aduced tin production by 29% in the first 
ix months of 1991, and Brazil is slowing 
5 output. Nonetheless, production is ex- 
ected to rise in 1992, making any price 
acrease unlikely. 

The outlook for the energy sector is only 

little better than that for metals. Oil con- 
amption has been stable in the past year, 
ut this demand resilience was largely the 
»sult of cheaper oil. According to 
oldman Sachs, oil prices hit an 18-year 
ew in 1991. Moreover, oil supplies are in- 
"easing because of the return to the oil 
aarkets of Kuwait and Iraq. 

Kuwait has started production after re- 
airing its oil wells faster than expected 
‘ter the Gulf War, and Iraq has been given 
ermission from the UN to export oil. As a 
esult, supplies should be plentiful and 
rices stable, though this will depend on 
ctors that are difficult to predict, such as 
e outcome of Opec negotiations on pro- 
Action quotas, and exports from the So- 
wet republics. 

For example, if Russia permits interna- 
ynal oil companies to exploit its substan- 
al oil reserves, the increased production 
ould make a considerable impact on the 
“orld market. a 


FOODSTUFFS 
Signs of 
recovery 


N END MAY BE IN SIGHT to the bad 
A tine in the foodstuffs market. 

Prices have fallen more than 60% 
since 1984, but they fell only slightly in 
1991, prompting some analysts to believe 
that 1992 could see a recovery. 

Cocoa shows some of the clearest signs 
of new hope. Its price soared to more than 
£2,000 (US$2,500 at then-prevailing ex- 
change rates) a tonne in 1984 and 1985, 
then slid almost uninterrupted before re- 
covering in 1991 to £1,178. Consumption is 
expected to rise 4.5% in 1992, which will 
help to reduce stocks. 

Palm oil is another crop that exempli- 
fies much of what has happened in the 
foodstuffs sector. The high point for the 
price of palm oil was reached in 1984, but 
in recent years, consumption has been ris- 
ing faster than production, and the price 
has been firm. The current price is about 
20% higher than a year ago, and it is ex- 
pected to rise again in 1992. 

Cereal prices have moved in different 
ways, but the overall drift in the past 10 
years has been downwards. In the short 
term, cereals are being helped by food-aid 
shipments to the Soviet republics. 


Cheap grub 





The Barclays commodity index of foo 
stuffs, which is measured in SDRs, fell 1 
62 in late 1991 from just under 120 in 198 
Even without extreme weather condition 
it is likely that the index will be higher i 
1992 and end what for farmers has bee 
akin to the biblical seven years of famine 

Depleted incomes have forced man 
farmers to give up the cultivation of poo 
quality land in recent years and to cut bac 
on investments such as new equipmen 
Some farmers have even had to call it quit 
Also, governments have been pressured 1 
reduce subsidies for food production b 
cause lower prices sharply increased tł 
cost of the assistance. ii James Bartholome 





PRECIOUS METALS 


Luxury of 
optimism 


THE PRECIOUS-METALS MARKET appears to 
be in limbo: gold has been trading in à 
stable range for more than a year, silver 
is in a slump and platinum has lost its 
attraction. But the lull obscures develop- 
ments that could have long-term 
benefits, particularly for gold and 
silver. 

Gold production, for example, 
appears to be levelling off after 15 
years of expansion stimulated by 
higher prices and new mining 
technology. The question now is 
how long it will take for con- 
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in various countries. The slump in spend- 
ing on luxury items such as jewellery is 
likely to continue in 1992, according to 
most analysts, dampening the short-term 
prospects for gold. 

But some pundits believe that gold 
could enter another bull market in the not- 
so-distant future if the world economic 
climate improves significantly. 

Silver is in a similar position. Supply is 
likely to remain flat for the next few years. 
This, coupled with expected restrained 
growth in the world economy in 1992, 


Demanding more supplies 
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means that the short-term outlook for the 
metal is not exciting. 

As with gold, however, many 
analysts believe silver is a good long- 
term bet. If consumers find themselves 
with more money to spend on luxury 
items, that will bode well for silver, 
though perhaps not until the end of 
1992. 

The long-term view for platinum is 
less optimistic. The metal enjoyed a 
bull market in the mid-1980s because of 
its expanded use in a revived auto 
industry and in jewellery, which 
accounts for about half of to- 
tal demand for the metal. But in 
recent years, increased supply 
has overtaken demand, and by 
1994, the metal is expected to 
have a surplus. 

Platinum is also strongly 
affected by the health of the auto 
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PROPERTY 


Home runs 


y Michael Taylor and Anthony Rowley 


RE ASIA'S PROPERTY MARKETS any 
A different from those in the West — 
blown hither and yon by the winds 
iof the monetary system? Probably not, but 
lin the past the trends have tended to be 
accentuated in Asia's market, primarily 
because of a scarcity of land — either an 
absolute shortage in places such as Singa- 
ES and Hongkong, or a de facto one in 
e case of infrastructure-starved cities like 
Bangkok. 

And, of course, there is no reason to 
expect that liquidity cycles will coincide 
with cycles of supply and demand in any 
particular sector. The result is that in many 
cases, it no longer makes a great deal of 
sense to talk of a country's "property 
market” as if it were a single market. 

This is most clearly illustrated in 
Hongkong, where a perceived incipient 
oversupply of office space has dragged 
down prices, rents and yields at the same 
time as sharply negative real interest rates 
and healthy bank liquidity have triggered 
explosive rises in the value of small flats. 
BBut the story is similar throughout Asia: 
Bangkok's office market, for example, ap- 
ears to be on the brink of a monstrous 

recipice, but prices of small residential 
ats look easily sustainable. 

Everywhere, however, it is important to 
remember that rising property values to a 
greater or lesser extent represent a wager 
on future prosperity — and nowhere is this 
more true than in the mass residential 
sector. If prices of Asian residential prop- 


erty have risen so fast as to seem 


unsustainable, that optimism is neverthe- 
less generally well founded. 


JAPAN 

That which many argued was impossi- 
ble has come to pass: despite Japan's sup- 
posed imbalance between supply and de- 
mand, land and real-estate prices declined 
in 1991. A continuous ratcheting-up of in- 
terest rates between 1989 and mid-1991, 
plus controls on lending to the property 
sector, saw land and real-estate prices fall 
in sympathy with contracting money sup- 


ply. 
But there was enormous variation in the 
ecole af daclina in land nricac danandina 


age decline in land prices since December 
1989 has been around 20%, with the main 
impact being felt in 1991, 

Siman feels that land and real-estate 
prices have probably bottomed out now 
with a slight easing of official monetary 
policy since mid-year. Other analysts sug- 
gest that further falls will be seen when the 
Ministry of Finance removes its controls 
over lending, thereby restoring a more 
normal level of transactions. 

Because of the very high cost of land 
relative to overall property prices in Japan, 
it can be assumed that real-estate values 
have also declined by around 20% over the 
past two years, according to Siman. 

Rents for prime Tokyo commercial 
property have remained remarkably firm 


Asian property cycles 
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despite the decline in land prices, and ana- 
lysts suggest they could rise by a further 
10% over current average levels of around 
¥80,000 (US$620) per month per tsubo (3.3 
mv) during 1992. In Osaka and Nagoya, 
they could increase by around 14% over 
current levels of Y25,000 per tsubo. 

There is a very different story in sec- 
ondary commercial property. When both 
stock and land prices were booming in 
1989, many speculative developers bought 
commercial properties outside prime loca- 
tions on annual yields of 1-2%. Borrowed 
money was very cheap and plentiful and 
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companies. 

In the residential property 
worst price falls have been 
markets for condominiums. However, w 
used condo prices off by around 10% o 
the past year, sales have again picked t 
This improving trend is likely to exte 
into the market for luxury new conc 
miniums, too. 

Because of the peculiar nature of Japa 
housing market — with roughly 80% 
accommodation eligible for subsidis 
mortgages and major developers carryi 
large land banks — a high proportion 
home owners were shielded from t 
worst effects of the (now punctured) bt 
ble economy in asset values. 


HONGKONG 

The future direction of Hongkon; 
property markets is among the most ho 
debated topics in the territory. Some ar 
lysts and developers argue that office rei 
have overcompensated for a mass of off 
space which will come available betwe 
now and the end of 1993. Others belie 
that the speculative excess which h 
marked the mass residential markets tl 
year is driven by an unsustainable increc 
in bank lending. 

With a local currency tied to the 1 
dollar, the territory's interest rates ha 
trailed downwards despite double-di, 
inflation. The result has been to encoura 
people to invest in property as a means 
protecting wealth — and the encouras 
ment has been felt both by individuals a: 
property companies. 

The most obvious bull market has be 

in the residential sector. Government a: 
bank-inspired attempts are being made 
take some of the steam out of the sect 
which, on the back of rapidly increas 
mortgage lending, rose by well over 4 
in 1991. Rent increases, however, have r 
risen at anything like the same pace. 
. The measures to curb speculation i 
clude cutting mortgage support to 70% 
purchase prices, the collection of stan 
duty on sale and purchase agreements + 
uncompleted flats, and a governme 
promise that the Inland Revenue will 1 
gard speculative capital gains on proper 
sales as taxable income. 

Early indications are that the measur 
have curbed the expansion of the pri 
bubble — though whether soon enough 
avert implosion is unclear. The biggest ri 
facing the market is the threat of US acti« 
against Chinese exports, which could s 
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ation is factored in. 
Supply is growing rapidly. Salomon 
rothers expects nearly 5 million ft^ of 
ew office space to become available in 
eral, Wanchai and Causeway Bay in 
992, with a further 2.3 million ft the fol- 
»wing year. 

Salomon's Peter Churchhouse argues 
^at Hongkong's increasingly service-ori- 
nted economy is likely to soak up at least 
million f£ a year in the foreseeable future, 
) that vacancy rates in Central are likely to 
each no more than 7% — hardly a level at 
*hich rents will fall. Others, such as Jones 
ang Wootton, report that demand has 
*ached 4 million ft already in 1991. 
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INGAPORE 

The office market is probably about two 
ears behind Hongkong's, with rents hav- 
1g just peaked in anticipation of oversup- 
ly in the next two years. Prime commer- 
al rents now stand (at best) at S$10-11 
JS$6-6.5) a ft, compared with around 
512 a ft a year ago. Worse is to come: 
ases for the latter part of next year are 
weady being signed at S$8-9 a fr. 

The reason is fairly obvious. While take- 
p has traditionally averaged around 2 
aillion ft a year, about 4 million ft of 
»ace is expected to hit the market annu- 
My in the period 1992-94. Vacancy rates 
"e expected to rise to 12% — indigestion 
ertainly, but not a case of serious sickness. 

There is little private housing in Singa- 
ore since most is provided by the state. 
mly about 5,000 new flats are likely to be 
»ld on the private market in 1992. No 
‘eat change in prices is expected — un- 
ss Hongkong's Cantonese suddenly de- 
Je the time is ripe to move. 


MALAYSIA | 

Kuala Lumpur is no longer a tepid re- 
ection of Singapore. Despite the possibil- 
w of tightening liquidity in the coming 
var, the capital's office market looks to be 
se healthiest of any in the region. Supply 
ad demand conditions suggest that a 
»arket which has already seen rents rise 
om under M$2 a ft^ in 1987 to about M$5 
4551.8) a ft^ still has further to go. At these 
wels, an office in Kuala Lumpur still costs 
sound a third of one in Singapore. 

Vacancy levels are already low at 5% 
md are unlikely to rise. Annual takeup 
wrrently averages around 1.2 million ft. 
Wew supply is expected to amount to 
»ound 1 million ft in 1992 and around 1.5 
Million ft the following year. Continued 
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frenetic than elsewhere in Asia. At the be- 

ing of 1991, condos represented just 
6.2% of Kuala Lumpur's housing stock, but 
accounted for 33% of the housing under 
construction. Not surprisingly, prices have 
fallen by more than 10%, and will prob- 
ably fall further despite a slight tempering 
of developers’ enthusiasm. 

As elsewhere, Malaysia’s mass residen- 
tial market is not subject to these kinds of 
stress. Owing to government policies, a 
steady supply of affordable housing is 
brought to market, and rising Malaysian 
wages and expectations underpin a steady 
10-15% annual rise in average house prices. 


TAIWAN 

The financial meltdown of 1990 has left 
its mark on Taiwan's commercial office 
sector, with values stabilising during 1991 
at levels 20% below their 1989 peaks. 

Nevertheless, commercial property may 
prove to be one of the jokers in the pack in 
1992. At present, the market is relatively 


unsophisticated, but with foreign investors 
being allowed to invest directly in Taipei's 
stockmarket in 1992, the city may begin to 
emerge as a regional financial centre. In 
that event, some of the space vacated by 
the city's closed-down underground in- 
vestment houses may be taken up by their 
legitimate counterparts. 


THAILAND 
The belief that Asian property cycles are 
particularly lucrative on the way up but 


ruinous on the way down is likely to be 
horno ont bh Ranakak’'o offic marlkat 





vengeance. As a result, about 10 million f 
of space is likely to come onto the mark 
in 1992, followed by more than 12 millio 
ft in 1993, according to First Pacific Davie 
Unless takeup is markedly higher than tF 
1.2 million ft yearly average, the result wi 
be a plunge in rents and capital values. 

Salomon Brothers' Peter Churchhou: 
estimates that if all the supply come 
onstream, vacancy rates will rise as high : 
50%. Property slumps of this intensity in 
ply unpredictable consequences for the f 
nancial system. 

Churchhouse believes that in fact n 
more than half of the planned projects wi 
be completed. But even on this reckonin; 
the vacancy rate will rise to 35%. The wor 
vacancy level Bangkok has previously e: 
perienced was about 17% in 1983. Th 
shock factor may make Churchhouse's e: 
timate of a 40-50% fall in capital values b 
1994 look conservative. 

The situation is remarkably similar i 
the "luxury quality" condominium secto 
By the end of 1990, Bangkok had accumt 
lated about 10,000 luxury condos, most « 
them fully let, and rents have increased b 
250% since 1988. However, supply is e: 
pected to increase by 185% over the ne: 
two years. 

What this means for developers an 
owners rather depends on the rate « 
mortgage defaults as capital values fa! 
This may turn out to be surprisingly lov 
as it is believed that Overseas Chines 
families have been (illegally) active in tl 
market. 

Alone among Thailand's property ma 
kets, the low and middle ends of the res 
dential sector look unlikely to fall mucl 
They have risen by only about 35% ove 
the last three years. This relatively mode: 
climb, however, reflects a massive increas 
in both supply and liberated demand - 
mortgage lending has been rising b 
around 30% a year for the last six year 
But wages have not been rising in line wit 
total mortgage indebtedness, suggestin 
that even in this sector there are som 
question marks over affordability. 


PHILIPPINES 

The Makati office market has been du) 
trading sideways for most of 199] after 
three-year surge which saw values rise E 
as much as 500%. Many factors combine 
to dampen the market — an earthquak 
Mt Pinatubo, typhoons, the Gulf War an 
Philippine politics. 

Over the next three years about 2.8 mi 
lion Gè ic moncesalele- combate bo moses caf 


— — — 














MORE THAN BANKING PARTNERS, BUSINESS PARTNERS. 





WHAT I REALLY APPRECIATE 
IS THAT THEY GIVE ME 
JUST ONE PERSON 
TO YELL AT. 


Of course it's better to deal directly with one Equitor is the financial services division of the Standard 
person, This way, my business doesn't get lost in the bank's Chartered Bank Group, incorporating Custodial Services, Asset 
system by being labelled miscellaneous Management, Trustee Services, and Private Banking Services. 

Instead, I get the dedicated service of a personal 
manager. Together, we discuss all facets of my business. They Standard £ Chartered 


listen to mv needs And. then they draw ubon Fduitor Grout's 


HS do you find the 





eastern star: 


% 


If you can find the harbour. you can fin 
the hotel nikko hongkong, the shining ste 
of Tsimshatsui East. 

Ec 
Our stellar service is a refreshing discover 
for any road-weary traveller. but especial 
for our business guests, whose needs ar 
often greater. Whether they require 
document in record time, a conferenc 
room or an after-work work-out, our ste 
make it happen. 

22 
So if you have an overseas busine 
associate whom you want to impress, yc 
can thank your lucky stars; all you nee 


is this number: 739-1111. 
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fap of the gods 


my Review Correspondents 


F THE STOCKMARKET does not answer 
your prayers, there are other gods to 
turn to. East Asian religious art has a 
onsiderable following — though some of 
Mhe everyday examples that can be found 
heaply in shops and street markets are 
asily overlooked. 

From Peking to Taipei to Seoul, know- 
eng where to shop can be as important as 
mgreeing on a good price. In China, for ex- 

mple, the state-run emporiums should be 
voided: their goods are mediocre and 
mutrageously valued. The places to go are 
Mhe burgeoning street markets in major 
ities, where the venerable trade in an- 
"ques and curios has revived in recent 
"ears. 

Foreign passport holders are forbidden 
«0 buy for export, though Overseas Chinese 

nd Asians who can pass as Chinese are 
bften overlooked. 

The born-again antiques markets are 
meaped with an astounding collection of 
'ound-feet shoes, 1920s wooden massage 
nachines, porcelain from every dynasty, 
»nuff bottles, Buddhist and Taoist figures 
appropriated from temples, erotica, Ti- 
wetan jewellery, cricket cages and small 
elections of paintings and calligraphy — a 
sar cry from the neolithic pots and Han-to- 

'ang dynasty burial figures that flood into 
longkong via Macau. 

Prices are generally much better in 
-hina than Hongkong, and dealers take 
pecific orders. It is essential to haggle — 

zently — but the best deals are the fruit of 
ersonal relationships. Goods move fast; 
here are pre-sunrise "ghost markets" 
vhere fabulous objects change hands. 

Peking has five antiques "free markets": 
at Honggiao, Chaonei, Jinsong, Huang- 

henggen and Houhai. Another is about to 
pen in Liulichang, near the state-run an- 
ique stores. In Shanghai, there is one 
market at Dongtai Lu with a ghost market. 

But it is the shops in Yangshuo, at the 
‘nd of the Li River cruise from Guilin, 
vhere religious objet d'art can be most 
*asily found. The all-day market is stocked 
vith wooden Buddhist and Taoist images 
ncrusted with dust and stale incense. 

In Canton, meanwhile, there are dealers 
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the West, travelling full circle from Euro- 
pean collectors to the booming Taiwanese 
art market. 

The recent enthusiasm for religious 
collectibles is only partly a function of 
Taiwan's new-found wealth. It is fashion- 
able for a new home or office to have a few 
old things to link it with the past. Buddhist 
or Taoist memorabilia carry a powerful 
cachet. The trade in contemporary statuary 
has also flourished as hundreds of Tai- 
wan's temples replace their deities with 
new models fresh from China. 

Dealers say the more traditional buyers 
seek out authentic, if often quirky, antiques 
which they hide away and show only to 
friends and relatives. The nouveaux-riches, 
on the other hand, are not above con- 
spicuous displays of garish oddities — or 
convincing fakes, which are much easier to 
come by. For the investor-connoisseur, 





Sino-Tibetan gods: born-again market. 


Buddhist sculpture in stone or bronze is 
more appealing than Taoist deities, which 
are more often carved in wood. 

Taipei's most industrious art dealers, 
like Stanley Chuang, who specialises in 
Buddhist painting and sculpture, regularly 
visit auctions in Europe and the US to keep 
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fetch high prices. Oval-shaped beads fn 
the head-dress of a Tibetan goddess, m: 
of brown and white agate and only an it 
or so in length, can sell for as much 
US$10,000 each, says Chuang, who } 
several specimens in his private collecti: 

Even more obscure are the medici 
amulets that once passed among, Tibel 
families, and which are still seen as cu 
for disease. Chuang says one such cho 
late-coloured amulet — slightly big; 
than a golf ball and composed of herl 
compounds that still emit a bitter arot 
after several generations' wear — was or 
exchanged for 20 horses by a man w 
used it to cure his mother of cancer. 1 
price in modern currency is negotiable. 

In South Korea, delving into the , 
market is a more questionable propositic 
The bright spot in a gloomy autumn at 
tion season was the US$1.7 million pe 
for a late Koryo dynasty Buddhist paintii 
the 14th century “Water Moon Aval 
kitesvara,” which shattered previo 
records for Korean art. But the auction w 
more significant for heralding the arrix 
of a new generation of Korean collect 
on the international scene than for a: 
special interest in Korean religious art. 

Religious objects are not of much si 
nificance to Korean art collectors, who | 
vour ceramics. This is due mostly to h 
torical accident. Little religious art remai 
from the Buddhist Koryo dynasty (91 
1392). Objects from that period became 
victim of the anti-clerical Chosun dynas 
(1392-1910) and of the Japanese colonise 

There is extant a good number of 19 
and 20th century temple paintings, know 
as banner paintings, especially of tl 
Buddhist pantheon, many of which can ! 
had at reasonable prices. Two examples 
this genre sold at the Sotheby's aucti 
for US$3,500 each, below the pre-auctic 
estimate of US$4-6000. Again the lack 
interest among Korean collectors is like 
to limit the scope for appreciation 
value. 

Pieces of dubious origin fared less w« 
at the Sotheby's auction. A large Buddhi 
panel, believed to be a 15th century Korec 
work, sold for US$50,000, also below est 
mates, apparently because of uncertain: 
as to whether the piece was Korean t 
Japanese. The only metalwork sold at th 
auction was a ninth century Silla dynasi 
bronze Buddha 6 in high. The statue sol 
for US$30,800, more than double its est 
mate. 

Prices are likely to remain strong for tk 
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N THE YEAR OF THE SHEEP, stockmarkets 
were being led to the slaughter after 
saddam Hussein put his boot into Kuwait. 
But they escaped disaster and climbed to 
record levels as US-led forces pummelled 
he Iraqi military machine. Brokers who 
nade last year's selections were unsure of 
nat outcome and, chose defensive plays. 
‘he victory for the Allied forces and the 
resulting post-Gulf War euphoria ruined 
re stock-picking strategy of most brokers. 
"ut towards the end of 1991, many of their 
»essimistic assumptions were borne out. 
The performance of brokers' stock picks 
Jas largely unspectacular, though an exact 
ally is not presented because a different 
iet of stockbrokers has been asked to par- 
scipate in this year's selection. In addition, 
or the Year of the Monkey, the REVIEW has 
sdded stocks from the Indian Subconti- 
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went, South Africa and Latin America. 
More European picks are also given. 
With the likelihood of continued eco- 
womic problems in leading industrial 
yuntries, brokers this year generally fa- 
soured safe-haven stocks. In the REVIEW's 
wear of the Chicken (1993) edition of Where 
» Put Your Money, readers will discover 
mow well the brokers' selections have 


The brokers' recommendations have 
—en prepared for information purposes 
E They do not constitute an offer or in- 

cement to buy or sell any stock. Before 

king action on any information, investors 
e advised to seek professional advice. 
ices are quoted for the close of trading 

12 December. 


Search for safe 











new drugs in 1992 which will enable it to 
achieve double-digit profit growth. A lead- 
ing pharmaceutical company, it will be one 
of the first to set up its own sales networks 
overseas. 

Kao (¥1,270), with its strong brand rec- 
ognition in toiletry and household prod- 
ucts, offers stable earnings growth and 
minimal risk. 

Ito-Yokado (¥4,540) is the most profit- 
able superstore operator in Japan. With the 
easing of the Large Scale Retail Store Law, 
it is one of the few which can meet in- 
creased capital expenditure requirements 
without having to borrow. 

Skylark (¥2,620), the country’s largest 
family restaurant operation, is expected to 
post double-digit profit growth. 

Shin Meiwa Industry (¥1,340) is the 
largest special vehicle maker and the sec- 
ond-largest car-parking system maker, 
with 25% market share. It can expect an 
average annual growth rate of 20% for the 
rest of the decade. W. I. Carr 


BRITAIN 

Cable and Wireless (562p) is an inter- 
national telephone operator which has in- 
vested a great deal on international net- 
works and should enjoy good long-term 
growth. 

National Power (150p) has an earnings 
growth of 15% a year in prospect for the 
next four to five years. The political risks 
attached to this power generation company 
have been overstated. 

Forte (222p), like other hotel groups, has 
high operational gearing so that a small 
increase in consumer spending will result 
in a big improvement in profitability. The 


prospective p/e is 13.5 and the yield 
6.1%. 

GUS (1,850p) is a retail multiple gror 
that will benefit from an upturn in co 
sumer confidence. Shares are at a discou 
to the retail sector on a prospective p/e 
9.5. 

BTR (391p) shares are excessively d 
pressed because of the conglomerate's e 
posure to the US economy. It will be 
prime beneficiary of lower unit labour cos 
in Britain and Australia. 

British Airways (212p) has successful 
cut costs in response to increased compe 
tion. It will benefit from the post-Gulf W 
recovery in air traffic. James Car 


US 

American Express (US$11.375) has e 
perienced major troubles in the past cour 
of years, including write-downs against 
card services and Shearson brokerage un 
but a turnaround is expected which w 
reward patient shareholders. 

Intel (US$4.875), a leading maker 
computer chips, has seen its share pri 
tumble to as low as US$34 from a high 
US$59 a year ago. A new, advanced chip 
coming on the market, ending a transiti: 
period that has depressed earnings. In 
could reach US$50 a share in the next 
months. 
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PepsiCo (US$31.375) has suffered 
late from competitive problems with 
Frito-Lay division of snack foods, whi 
accounts for roughly 40% of earnings. I 
the worst is over. It is considered und 
valued and is selling at a deep discount 
rival Coca-Cola. 

Fluor (US$36.75), a leading global en 
neering and construction concern, is + 
pected to profit as countries seek to nx 
ernise their infrastructures. With a he 
basket of backlog orders, it has a criti 
edge over competitors. 

MCI Communications (US$27.625), | 
second-largest long-distance telephc 
company, has earned credit for the m 


THAILAND 
Bangkok Bank (Baht 376.00), the 
»country's largest, sports attractive funda- 
mentals, including a yield of 7.7%, a his- 
torical price-earnings (p/e) ratio of 4.1, and 
»a price to book-value ratio of 0.95. Banks in 
general will benefit as the government im- 
plements BIS rules in 1992. 
Thai Farmers Bank (Baht 374.00), the 
ssecond-largest commercial bank, is ex- 
pected to show earnings growth greater 
than the industry average of 10%. Its loan 
portfolio has the lowest weighting in prop- 
»erty of all the banks, a plus if the property 
market falls sharply as some predict. 


Thailand 





Pranda Jewellery (Baht 135.00) is the 
largest jewellery/ornaments producer in 
Thailand. Its decision in 1991 to increase 
capacity by 50% should be vindicated by 
an expected recovery in world ornament 
markets. 

Kuang Charoen Electronics (Baht 
102.00) is a major exporter of custom- 
iprinted circuit boards. It was hit in 1991 by 
costly delays in getting expanded capacity 
running smoothly, but it will now begin to 
show results. 

Charoen Pokphand Feedmill (Baht 
77.50) is the parent company of agri-busi- 
mess conglomerate Charoen Pokphand's 
listed firms, holding major shares in live- 
stock and shrimp farm subsidiaries. Its 
shrimp feed operation will continue to be a 
major engine of growth. 

Thai Textile Industry (Baht 57.00), 
which makes woven fabrics for local and 
export markets, will benefit from the strong 
growth in the Thai garment sector. It will 
also expect to benefit from increased de- 
mand for fabrics in Indochina. 

Securities One 


SOUTH KOREA 

Korea Mobile Telecommunication 
(Won 64,000) will continue to see strong 
growth in subscriptions. Even after the 
mobile communications market liberalises, 
it will still dominate. Shares are still sub- 


South Korea 





household expenditure and will benefit 
from the strong demand for climate-con- 
trol systems for commercial buildings. 

Inchon Iron & Steel (Won 23,900) has a 
monopoly in “H” beams which will persist 
until at least 1994. Strong activity in con- 
struction and infrastructure will keep do- 
mestic demand partly unmet. 

Ankuk Fire & Marine (Won 33,500) is 
the best performing insurance company in 
terms of loss and working-assets ratios and 
premium growth. Heavy ploughing of 
profits into emergency loss reserves makes 
for overstated p/e. 

Nasan Industries (Won 17,300) is gain- 
ing market share in women's apparel. Its 
product line is focused on high-growth 
segments of the apparel sector and it will 
continue to benefit from the growing 
number of working women. 

Jardine Fleming Securities 


TAIWAN 

Nan Ya Plastic (NT$43.70) will benefit 
from falling PVC prices, down during the 
past year from NT$23.4 (80 US cents) a kg 
to NT$16.5 a kg. Based on consumption of 
460,000 tonnes, estimated 1992 PVC cost 
savings would be NT$3.2 billion. 

Tainan Spinning (NT$32.30) will show 
increased profits if polyester staple prices 
continue their recent upward trend. In ad- 
dition, prices for raw cotton are now down 
26%, which reduces yarn production costs. 

Ta Ya Wire & Cable (NT$32.00) has 
recently expanded its capacity for power 
and communications cables in preparation 
for Taiwan's six-year development plan. 
Over the next two years, sales and profits 
should show strong growth. 

Yieh-Hsing Steel (NT$27.10) will begin 
operation of a new 200,000-tonne stainless- 
steel facility, adding an estimated NT$1.7 
billion to sales. 

United Microelectronics (NT$34.00) 
will introduce a number of new products 
in 1992, including fax integrated circuits, 
expanding sales significantly. 

Sincere Navigation (NT$70.00) has a 
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market and will significantly boost p!*. 

Sucaco (Rps 8,000) is the beneficiary 
increased investment in power distribut 
and telecommunications, which is a pr 
ity for the government's infrastructure 
velopment plans. 

Kalbe Farma (Rps 6,950), the lead 
pharmaceutical producer, should be a 
to achieve strong earnings growth des] 
the sluggish economy. 

Indorayon (Rps 2,700) will benefit fr 
the anticipated recovery in pulp in 1€ 
while downstream diversification into r 
on manufacturing should result in a str 
recovery in earnings in the long term. 

Trias Sentosa (Rps 3,900), a manut 
turer of packaging materials, can exp 
earnings growth of more than 23% a 
result of the commissioning of new pl 
and a lower tax rate. 

Pan Brothers (Rps 4,500) should sh 
improved margins as a result of sourc 
of fabrics from affiliated companies, an« 
can also expect earnings to benefit if th 
is a recovery in the global economy in : 
second half of 1992. 

Jardine Fleming Nusant 


HONGKONG 

HSBC Holdings (HK$34.00) will | 
nefit from the continued strong perfor 
ance of the banking sector and the expect 
upturn in the fortunes of its operations 
the US and Australia. 

China Light (HK$22.10) is a util 
stock that will attract more attention d 
ing the first half of 1992 as the market tal 
on a defensive aspect. 

Swire Pacific (HK$22.50) can expect 
achieve a long-awaited earnings recove 
as a result of the expansion of its prope: 
portfolio and a rebound in the fortunes 
Cathay Pacific. 


Hongkong 


Consumer 
non-durable 


Cathay Pacific (HK$9.70), the sole « 
rect aviation play in the market, is expect 
to enjoy a strong recovery in 1992. 

SCMP Holdings (HK$3.35) has final 
shaken off overhang and can expect great 
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»reign banks. 

NatSteel (S$4.72) has diversified into 
isure-related activities, which will boost 
rofits significantly. 

Rothmans Industries (S$6.95) has 
aown good growth from exports and is 
z;pected to be a major player in the to- 
acco industry in Vietnam. 

Jurong Shipyard (S$10.10), one of the 
"st managed yards, will continue to be- 
efit from the healthy demand for ship- 
‘pair services from the world's ageing 
bet. 
Sembawang Maritime (S$3.78) will be 
ashioned against the volatility of earnings 
‘om salvage operations by strong demand 
er offshore marine services and expanded 
«pacity in ship repairing. 

Kim Eng Securities 


WALAYSIA 

Commerce Asset-Holding (M$4.32) 
ill benefit from a recent merger not yet 
flected in the price. 

Leader Universal Holdings (M$6.25) 
ill grow on the back of expanding tele- 
#mmunication and power industries. 

Nylex (Malaysia) (M$5.35) can expect 
wong growth from completion of a cur- 
ent expansion programme. 


Malaysia 
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Resorts World (M$9.50) has the pros- 
"ct of a full year's benefit from recent ca- 
imo expansion. 

Tan Chong Motor Holdings (M$2.60) 
“as registered the highest profit growth in 
oversold sector. 

YTL Corporation (M$2.92) will be a 





WHERE TO PUT Y 

Carter Holt Harvey (NZ$2.05) is the 
largest forest owner and exporter of forest 
products. Capital expenditure programmes 
have modernised the pulp mill and asset 
sales have restored the balance sheet. US- 
based International Paper has recently ac- 
quired a 16% stake. 

Ceramco (NZ$2.10) is developing into a 
leading blue-chip. Its decision to raise 
its payout ratio puts it on a yield of 5.6%. 
The company is well positioned to increase 
its exports of Bendon lingerie into Aus- 
tralia. 

Fisher & Paykel (NZ$2.20) is a 
whiteware appliance manufacturer whose 
export sales are growing rapidly, particu- 
larly to Australia. 

Fletcher Challenge (NZ$3.23) is a play 
on the world forest-products cycle, news- 
print being the most important. It has 
modernised and efficient operations which 
will result in significant improvements in 
earnings from 1993. 


New Zealand 
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Fortex Group (NZ$1.88) is expected to 
show strong increases in profit in 1992 and 
1993, as competition for lamb meat eases 
— allowing margins to recover to more 
normal levels. Doyle Paterson Brown 


SOUTH AFRICA* 

Crusader (190 cents), controlled by 
Anglovaal, is a niche life assurance com- 
pany specialising in health insurance. It is 
undervalued with a p/e of 10.7 and a yield 
of 9.3%. 

Kelgran (440 cents) is a leader in gran- 
ite whose earnings have been depressed, 
but rationalisation in the industry should 
help. 

— (600 cents), a chemical 
company, has a new managing director 
and its enormous capital expenditure of 
recent years is winding down. 

Shield (112 cents) is a well-managed, 
undervalued wholesaling and distribution 
business serving independent supermar- 


— 


kets and grocers. 

LTA (950 cents) is a cash-rich construe 
tion major under new management and i 
undervalued with a p/e of 3.3 and yield « 
8.6%. 

Sun Ciskei (220 cents) operates for 
casinos and hotel complexes on the Wil 
Coast and has a p/e of 5.3 and a yield « 
14.3%. Cheap. Mcintosh Marti 


*The shares of these companies have relativel 
low liquidity. 


CANADA 

American Barrick (C$30.00), a multiné 
tional gold mining concern, will benef 
from the optimistic outlook for gold price 
in the near term and from lower operatin 
costs, 

Bank of Montreal (C$41.875) is in a f; 
voured position in the marketplace, wit 
strong domestic loan growth and tight co 
controls. 

Inco (C$33.00) is the world's large 
single producer of nickel. Demand for tt 
metallic element is expected to rise sharp! 
later in the year due to increased infr; 
structure spending in Asia and Easter 
Europe. 

Loblaw (C$16.625) is a solidly pos 
tioned wholesaler of private-label foo 
products to supermarkets in Canada an 
the US. Its strong financial condition ar 
market share, coupled with attractive prol 
margins, bode well for the coming year. 

Trizec (C$9.50), one of the world 
leading property companies, stands out : 
a laggard industry on the basis of solid a 
sets and improved cash flow from salt 
and rent. It is trading at a steep discount 

Seagram (C$129.25) provided almost 
40% return to investors in 1991. The glob 
consumer products giant could genera 
better than a 20% return on investme 
next year. Wood Gunt 


LATIN AMERICA 

Groupo Situr (P2,980), Mexico's lea 
ing hotel and resort developer, stands 
benefit from a booming tourism industr 
Earnings growth is expected to be abo 
20%. 

Cementos de Mexico (P42,100), tl 
country's largest cement company, w 
benefit from a surge in home constructie 
and infrastructure projects. 

Telemex (P6,425) shares soared in 19 
on both Mexican and US exchanges. T! 
privatised telephone company, which 2 


counts for much of the average daily v« 
ro sf ' $ "c 


Banacci (P11,350), a Mexican firm 
"which has been recently privatised, is ex- 
ed to show earnings growth of 18-20%, 
E. on the basis of increasing demand 
or loans. 

Sivensa (P147) is a Venezuelan con- 
omerate which produces iron ore. The 
untry's economy is believed to have ex- 

cellent potential over the next few years. 
James Capel 


NORTHERN EUROPE 

Bayer (DM 273.20), a German chemical 
"company, has good US dollar exposure 
-and sound defensive qualities in difficult 
economic times. 





Nestle (Sfr 8,410), the Swiss food giant, 
Ws one of the cheapest counters around in 
"its sector. Prospective p/e of 10.9. 

DAF (G21.80), the Dutch truck maker, 
"will benefit from the recovery in the British 
market. 

Volvo (Skr 334.00) is hoping that a new 
scar model will bring about a strong earn- 
Ängs recovery. The Swedish manufacturer 
Shas a securities portfolio that almost equals 
Nts market capitalisation. 

Kymmene (FM 68.00), a Finnish for- 
vestry, is at a 20% discount to net book 
walue. 

Hafslund Nycomed (Nkr 264.00) is a 
"Norwegian conglomerate with defensive 
exposure to energy distribution and phar- 
maceuticals. Kleinwort Benson 


MEDITERRANEAN EUROPE 
Aumar (P1,140) is a Spanish motorway 
construction business that has a stable rev- 
enue stream as a result of EC grants. The 
shares have underperformed recently. 
Repsol (P2,555), a Spanish gas distribu- 
tion business, has clear defensive qualities. 
Eridiania (L6,850) is an Italian food 
company with further profit potential. 
LVMH (Ffr 3,830), is a French producer 
of luxury consumer goods, food and bev- 


m * 


erages, including Moet Chandon cham- 
pagne. It is on an undemanding rating and 
has a large US-dollar exposure. 

Pernod Ricard (Ffr 1,190) is another 
French food and beverage company with a 
low rating. 

Saint Gobain (Ffr 400) is an attractively 
priced French glass manufacturer on 
course for cyclical profits recovery. Pro- 
spective p/e ratio of 10.3. 

Kleinwort Benson 


AUSTRALIA 

News Corp. (A$13.80) is expected to 
post further strong share price gains in 
1992, even after the surge last year. The 
company has strong earnings growth 
prospects and a substantially reduced risk 
profile. 

National Foods (A$1.48) has a 25% dis- 
count to the industrial market which will 
progressively diminish and ultimately dis- 
appear. 

Coles Myer (A$12.04) will achieve 
strong earnings growth over the next two 
years due to its potential for gross margin 
gains and the likely re-investment of its 
substantial cash flow. 

Goodman Fielder (A$1.60), after sig- 
nificant cost cutting, and the sale of non- 
core assets, is on the verge of a substantial 
medium-term earnings recovery. 





North Broken Hill (A$2.43) has a 
strong corporate focus and direction and 
good long-term earnings-per-share growth 
prospects. ANZ McCaughan 


SRI LANKA 

John Keells Holdings (Rs 296.00) will 
see earnings growth continue. Its recent ac- 
quisition of the Whittalls Group will im- 
prove profitability. 

Seylan Bank (Rs 65.25) is consolidating 
branch operations and earnings from its 
deposit base. It has a relatively low share 
price in a sector where prices are high. 

Central Finance (Rs 210.00) has a 
healthy share portfolio and a good record 





Asian Cotton (Rs 36.25) has tit 
around after many years of deep dist 
It will benefit from the country’s 
ing textiles and garments industry. 

John Keells Stockbro! 


PHILIPPINES 

Anscor (P1.18) is expected to do ) 
with earnings increasing by more t 
1056. 

Philippine National Bank (P285.00) 
well established bank that could b 
sectoral leader if the stockmarket picks 
next year. 


Philippines 








k4 


s 
oe ta 

[^ 
31 
LI 

L 

1 
= 


-- 


CRT La T 


èg 


B rn oe 
i^ 


» ^ ra 
^c . — oa’ 
- m3 
ess8 
Li 


* ^ 
e 
NA e AS 


how 


Robinson's Land (P2.02), which is 
dervalued by the market, expects shar 
increased earnings in 1992. 

San Miguel (P64.50), a favourite of 
cal and foreign investors, is likely to p 
increased earnings in 1992. 

Saztec (P4.10), a newly listed d 
processing company, may easily becom 
market favourite because of improv 
earnings. 

Philippine Long Distance Telephc 
Co. (P795.00) should continue its outstar 
ing market performance of 1991. 

Ackerman & í 


PAKISTAN 

Kohinoor (Gujar Khan) Mi 
(Rs 27.50) is a recovering medium-s 
textile play trading at less than four tin 
earnings. Attractive rights issues are lik: 
to fund capital expenditure. 

Pakland Cement (Rs 34.50), a Karac 
based cement producer, will benefit fron 
reduction in excise duty. 

Khadim Ali Shah Bukhari (New li 
ing), a newly listed brokerage, offers 
leveraged play on the prospering equi 
foreign-exchange and money markets. 

Nishat Mills (Rs 119.00) is Pakistar 
largest consolidated textile company wi 
estimated sales of over US$115 million tł 
year. The company is a foreigners’ favor 
ite and is one of the bourse's true bl 
chips. 
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What the analysts say — earnings per share and p/e forecasts f 



































Eamings per share (US cents)* 
Market Last Current (or Share price 
Latest fiscal capitalisation reported following) on 13 Dec. Forecast p/e for 
Company Country year to end: (US$b) year year Next year 1991 (US$) current year next year 
‘Banking and Finance 
Hang Seng Bank Hongkong Dec. '90 5.38 23.62 29.20 35.76 4.53 15.5 12.7 
Hongkong Bank Hongkong Dec. '90 7.21 24.65 34.60 49.01 4.47 12.9 9.1 
IDev. & Com. Bank Malaysia Dec. '90 0.35 2.59 3.64 4.37 0.68 18.8 15.7 
Malayan Banking Malaysia June '90 1.80 8.50 11.29 12.01 2.40 21.3 20.0 
Phil. Nat'l Bank Philippines Dec. '90 0.24 178.48 184.56 199.30 10.65 5.8 5.3 
Wev. Bank of S'pore Singapore Dec. '90 3.81 30.34 36.86 39.88 6.95 18.9 17.4 
lUnited Overseas Bank Singapore Dec. '90 1.16 15.45 15.71 17.52 3.75 23.8 21.4 
Waishin Sec. South Korea Mar. '90 1.27 210.52 n.a. n.a 23.52 n.a n.a 
Chung Hwa Bank Taiwan Dec. '90 5.19 38.83 21.44 22.41 7.96 37.1 35.5 
Hua Nan Bank Taiwan Dec. '90 5.13 28.37 22.83 22.68 7.07 31.0 31.2 
Bangkok Bank Thailand Dec. '90 1.52 246.67 281.23 291.89 15.19 5.4 5.2 
Bangkok Insurance Thailand Dec. '90 0.35 78.09 104.00 116.69 15.82 15.2 13.6 
Finance One Thailand Dec. '90 0.57 16.49 24.68 28.14 4.72 19.1 16.8 
ndustrial and Commercial 
Kong Holdings Hongkong Dec. '90 5.35 19.00 30.23 35.76 2.43 8.0 6.8 
AECO Hongkong Dec. '90 0.40 20.03 21.74 24.57 2.16 9.9 8.8 
| ison Whampoa Hongkong Dec. '90 5.50 14.89 16.21 18.65 1.80 11.1 9.7 
_Jardine Matheson Hongkong Dec. '90 3.29 45.31 49.65 56.85 4.95 10.0 8.7 
ire Pac.-A Hongkong Dec. '90 2.81 19.77 23.54 29.07 2.89 12.3 10.0 
erjaya Ind. Malaysia Apr. '91 0.17 2.96 3.64 4.37 0.42 11.5 9.6 
eneral Lumber Malaysia Dec. '90 0.23 5.55 6.19 7.65 0.91 14.6 11.9 
enting Malaysia Dec. '90 1.84 18.12 24.03 29.85 3.97 16.5 13.3 
Malaysia Mar. '91 0.84 20.70 20.02 21.12 2.40 12.0 114 
Ul Malaysia Dec. '90 0.61 2.22 2.55 2.91 0.93 36.6 32.0 
alayan Cement Malaysia Nov. '90 0.27 6.65 7.65 8.74 1.22 16.0 14.0 
ew Straits Times Malaysia Aug. '90 0.33 12.20 13.11 14.20 1.86 14.2 13.1 
othmans (M) Bhd. Malaysia Mar. '91 1.34 24.03 26.94 29.49 4.70 174 15.9 
hell Refining Malaysia Dec. '90 0.79 21.44 17.11 17.48 2.62 15.3 15.0 
ime Darby Malaysia June '91 2.19 1.39 8.01 8.74 1.41 17.5 16.1 
yala Corp.-A Philippines Dec. '90 0.59 3.66 4.41 4.52 1.30 29.4 28.7 
ebu Shipyard-B Philippines Dec. '90 0.02 1.15 1.48 1.78 0.26 17.5 14.6 
rst Holdings-B Philippines June '90 0.01 1.89 2.22 3.93 0.76 34.2 19.3 
"uok Phil.-B Philippines Dec. '90 0.02 0.33 0.26 0.15 0.03 11.3 19.8 
Drug-B Philippines Dec. '90 0.01 0.37 0.26 0.48 0.03 10.0 5.4 
T Common Philippines Dec. '90 1.35 268.60 372.22 516.52 29.72 8.0 5.8 
obinson's Land-B Philippines Sept. '90 0.03 0.12 0.56 0.85 0.08 13.6 8.9 
n Miguel-B Philippines Dec. '90 0.39 13.08 15.22 19.63 2.39 15.7 12.2 
ia Pac. Breweries Singapore Sept. '90 0.79 24.28 33.23 37.46 6.59 19.8 17.6 
rand Neave Singapore Sept. '90 0.91 16.55 20.54 22.96 5.17 25.1 22.5 
urong Shipyard Singapore Dec. '90 0.61 27.59 36.25 39.88 6.10 16.8 15.3 
eppel Corp. Singapore Dec. '90 1.88 18.21 21.15 24.77 4.59 21.7 18.5 
OL Singapore Dec. '90 0.45 4.97 6.04 6.65 0.95 15.7 14.3 
I Steel Singapore Dec. '90 0.64 14.90 15.11 16.92 2.88 19.0 17.0 
mbawang Shipyard Singapore Dec. '90 0.84 16.00 24.17 26.59 4.62 19.1 17.4 
ingapore Airlines Singapore Mar. '91 4.97 78.90 105.74 122.05 7.79 7.4 6.4 
ited Ind’! Corp. Singapore Dec. '90 0.59 0.55 — 1.21 0.57 — 47.2 
earne Bros Singapore Sept. '90 0.25 7.72 6.65 10.88 2.21 33.3 20.3 
Nina Tai Singapore June '90 0.16 2.76 3.63 4.83 0.90 24.8 18.6 


ect 100 companies included in the Review’s AMM Blue Chip Index 


Company Country 
Sammi Steel South Korea 
Ssangyong Cement South Korea 
Asia Cement Taiwan 
Cathay Const. Taiwan 
Chung Hwa Pulp Taiwan 

Far East Textile Taiwan 
Formosa Plastic Taiwan 
Microtek Taiwan 
Nan Ya Plastic Taiwan 
Tatung Taiwan 

USI Far East Taiwan 
Yue Loong Motor Taiwan 
Yuen Foong Yu Taiwan 
Saha Pathanapibul Thailand 
Saha Union Thailand 
Shinawatra Thailand 
Siam Cement Thailand 
Siam Pulp & Paper Thailand 
Thai-Asahi Glass Thailand 
TPI Polene Thailand 
Properties and Hotels 

Hang Lung Dev. Hongkong 
Henderson Land Hongkong 
Hysan Dev. Hongkong 
Mandarin Oriental Hongkong 
Sun Hung Kai Ppt. Hongkong 
Wharf Holdings Hongkong 
City Dev. Singapore 
DBS Land Singapore 
Hotel Properties Singapore 
Overseas Union Ent. Singapore 
Singapore Land Singapore 
Straits Steamship Singapore 
Dusit Thani Hotel Thailand 
Krisda Mahanakorn Thailand 
Land & House Thailand 
Tanayong Thailand 
Resources, Transport and Utilities 
Cathay Pacific Air Hongkong 
China Light Hongkong 
HK & China Gas Hongkong 
HK Electric Hongkong 
HK Telecom Hongkong 
KL Kepong Malaysia 
Atlas Mining-B Philippines 
Benguet Corp.-B Philippines 
Korean Air South Korea 
Evergreen Marine Taiwan 


Market 

Latest fiscal capitalisation 
year to end: (USSb) 
Dec. '90 0.50 
Dec. '90 0.61 
Dec. '90 2.41 
Dec. '90 1.60 
Dec. '90 0.37 
Dec. '90 1.59 
Dec. '90 2.14 
Dec. '90 0.27 
Dec. '90 2.36 
Dec. '90 0.75 
Dec. '90 0.40 
Dec. '90 1.13 
Dec. '90 0.70 
Dec. '90 0.99 
Dec. '90 0.29 
Dec. '90 0.65 
Dec. '90 2.69 
Dec. '90 0.31 
Dec. '90 0.30 
Sept. '90 0.54 
June '91 1.16 
June '91 2.75 
Dec. '90 0.91 
Dec. '90 0.47 
June '91 4.99 
Mar. '91 3.00 
Dec. '90 1.04 
Dec. '90 0.91 
Dec. '90 0.40 
Dec. '90 0.59 
Dec. '90 0.82 
Dec. '90 0.51 
Mar. '90 0.18 
Dec. '90 0.30 
Dec. '90 0.61 
Dec. '90 1.15 
Dec. '90 3.59 
Sept. '90 4.78 
Dec. '90 1.52 
Dec. '90 3.38 
Mar. '91 11.14 
Sept. '90 0.55 
Dec. '90 0.02 
Dec. '90 0.03 
Dec. '90 0.93 
Dec. '90 1.43 


Eamings per share (US cents)* 
Last Current (or 
reported — following) 
year year Next year 
21.90 17.70 31.49 
175.77 161.98 173.67 
11.20 14.25 16.50 
39.50 25.48 22.25 
36.96 12.00 12.60 
6.22 7.61 7.11 
9.34 9.79 9.44 
11.87 11.73 16.27 
10.61 10.99 10.99 
4.09 4.97 5.86 
1.60 2.99 2.02 
2.49 4.35 4.62 
1.41 1.83 1.83 
31.31 35.18 41.20 
11.30 10.19 10.74 
22.47 40.57 49.47 
174.40 172.02 205.16 
258.20 221.55 274.30 
35.65 38.61 40.65 
8.68 28.14 21.09 
12.45 14.41 16.85 
16.17 20.32 26.88 
8.86 10.55 10.16 
6.68 5.53 6.43 
26.19 29.84 35.24 
9.88 10.29 11.83 
4.97 7.25 7.85 
3.03 3.63 4.23 
0.55 2.42 5.44 
11.03 12.69 15.11 
7.17 9.06 10.88 
4.41 4.83 5.44 
14.19 12.99 13.62 
13.60 24.95 49.11 
38.97 31.37 39.98 
19.74 20.19 23.02 
13.48 12.61 15.56 
17.97 21.87 24.70 
7.57 9.00 10.68 
12.20 14.92 18.01 
5.78 6.69 7.72 
5.55 6.19 6.92 
— 11.59 11.07 
5.14 8.33 10.63 
34.19 77.62 101.60 
5.21 6.91 6.60 


Share price 
on 13 Dec, 
1991 (USS) 





Forecast p/e for 
current year next year 
76.1 42.8 
15.3 14.3 
18.5 16.0 
10.9 12.5 

7.8 74 
17.9 19.2 
16.8 17.4 
19.0 13.7 
15.1 15.1 
18.4 15.6 
34.8 51.5 
29.1 27.4 
67.2 67.2 
14.0 11.9 
11.4 10.8 
23.1 18.9 
13.0 10.9 
13.8 11.4 
10.4 9.9 
13.2 17.6 

7.1 6.0 

8.5 6.4 

9.9 10.3 
12.4 10.7 

9.7 8.2 
13.9 12.1 
31.0 28.6 
38.8 33.3 
50.5 22.4 
37.6 31.6 
34.0 28.3 
32.6 29.0 
16.8 16.0 
11.4 5.8 
25.8 20.3 
19.4 17.0 

9.9 8.0 
13.2 11.7 
15.4 13.0 
11.2 9.3 
15.0 13.0 
21.1 18.8 

4.3 4.5 

8.7 6.8 
34.6 26.4 
20.7 21.7 
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"ROPERTY 


By Review Correspondents 


ANCY OWNING a ranch? Or a swathe 
F of the US Corn Belt? Or an Austra- 

lian sheep stud? For the investor 
with a love of wide-open spaces and in 
keed of a solid long-term asset, there may 
be bargains in the trail dust. 

Farmers worldwide have been through 

rough few years. Falling commodity 
»rices, reduced subsidies, high interest 
iates and other cyclical effects have forced 
mousands off the land in the main grain 
nd meat producing regions. 

In the US, Canada, Australia and New 
"ealand, farm prices are well below their 
beaks of a decade ago. And in many places, 
^e weakness is expected to last a while 

mger. But studies have shown that, in the 
JS at least, farms stand up surprisingly 
well in a comparison of long-term invest- 
nents. 

Ibbotson Associates, a US research firm, 

und that US farmland produced an an- 
sualised return of 11.5% over the past 30 
ears, beating a 10.246 rise in the Standard 
& Poors 500 stock index, 8.8% for commer- 
Mal real estate, 7.1% for long-term corpo- 
sate bonds and 6.6% for long-term govern- 
ent bonds. Moreover, stocks had twice 
e volatility of farmland. 

Equitable Agri-Business, a unit of Equi- 
Able Life Assurance Society which has 
_JS$2.2 billion in farm assets, presents a 

roadly similar view. US farmland, it says, 
ields 5-7% annually, offers long-term ap- 
»reciation competitive with that of shares 
wnd bonds, yet carries lower risks than 
ther investments. 

State and corporate pension funds have 
Mready got the message, and have begun 
wdding farmland to their portfolios as an 
»aflation hedge. “We preach diversifica- 

on," says James McCandless, executive 
ice-president at Batterymarch: AgriVest 
^"o., a leading US farmland investment 
manager and broker that handles more 
van US$325 million of institutional assets. 

Indeed, in the US and Canada, farm 
imalues are slowly creeping back up after a 
~nid-1980s crash that equalled the Great 
Depression. 

Average farmland prices in the US (ex- 
Mluding Alaska and Hawaii) fell 27% to 






ields of dreams 


average price of farmland had climbed 14% 
from its 1986 low, to US$682 an acre. Still 
this is 17% below the 1982 peak — and 
more than 40% lower in inflation-adjusted 
terms. 

However, the US recovery is highly re- 
gional and selective. It has largely been 
confined to states which produce crops 
with strong demand and variable supply, 
such as corn, wheat and soyabeans. Know- 
ing what kind of land to buy is as impor- 
tant as its location. 

According to the latest US Department 
of Agriculture survey, farm values in the 
Northern Plains states of North and South 
Dakota, Nebraska and Kansas are leading 


Red numbers indicate ` 
% change infarm — | 
. real estate value in 1990 "me 


the recovery, having risen 33% on average 
since the end of 1986. The Lake States of 
Minnesota, Wisconsin and Michigan have 
responded with a 28% jump, while prices 
in the Corn Belt of Iowa, Missouri, Illinois, 
Indiana and Ohio are up 25%. 

Prime Illinois corn and soyabean land, 
located about one hour's drive from Chi- 
cago, typically lists for between US$2,200 
and US$2,500 an acre and often commands 
90% of its asking price. Five years ago, the 
price might have been US$1,600; at the be- 
ginning of the 1980s, buoyed by interna- 
tional demand for US crops, it could have 
fetched more than US$4,000. 





sidies on many crops are being ct 
There are several other negatives 
watch: California is experiencing its fif 
year of drought, and increasing water u 
age is raising concern about the Ogalla 
underground water source that exten 
from North Dakota to Texas. It could n 
dry within 100 years; some ecologists si 
40. 

This is balanced by the fact that L 
farmers' bank debt is down to the mc 
manageable proportions in years, farmlat 
rents are up and inflation is low. 

Canadian farmland never enjoyed t] 
same boom as that in the US, though 
certainly felt the bust. Typically, a Can 
dian farm is worth 28% less today thi 
in 1984. In the breadbasket province 
Saskatchewan, farm prices are dow 
45%. 

Some brighter spots include Ontar 
and British Columbia, where urban grow 
is spilling over into farmland and help: 
to boost prices by 2.4% in the first s 





Patchwork quilt of price changes for US farms 
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value of farm land 
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months of 1991. Over the same pein 
Quebec and New Brunswick farmla 
appreciated by 1.3% and 3.8%, respecti" 
l 


y. 
^ Overall, however, there is now a m 
dawn on the horizon. The governmer 
Farm Credit Corp. recently reported t] 
average Canadian farm values in July w: 
down 6.7% from a year earlier. It predict 
continued overall decline in 1992, par 
because of uncertain demand for Canad 
grain production. 

Buying a farm calls more for sou 
purchasing instincts than specialist knc 
ledge. For 5-10% of gross income, a 





Leasing the land to a farmer who pays 
fixed rent is the least risky form of own- 
tship, since the farmer assumes all ex- 
menses except property taxes (which vary 
mong states). 

Alternatively, there are crop-share ar- 
sangements by which the farmer pays rent 
nd the owner assumes the property taxes, 
ut the two also share any profits from the 
sarvest. In "custom" farming, meanwhile, 
fhe owner pays the farmer a salary and 
sssumes all expenses (and all the risks) but 
Nso keeps the farm's net income. 

Foreigners hold just over 1% of all US 
gricultural property — about 14.5 million 
cres — but 28 states have laws restricting 
eurchases by foreign investors. These 
sange from Minnesota's outright ban to 
;eorgia's reporting requirements. In 
‘anada, Saskatchewan, Quebec, Manitoba 
ed the Prince Edward Islands have strict 
«mits on foreign ownership. 

In à few states such as Illinois, the rules 
van be skirted by forming a land trust, 
which effectively protects a 
eroperty owner's identity. The 
practice is common even 

mong Americans. Foreign 
ewners of US farms pay capi- 
al-gains tax on any sale and in 
ome circumstances may not be 
warded US Government farm- 
»rice supports. To avoid taxes, 
oreigners can incorporate in 
he US or in a tax haven such as 
he Netherlands Antilles. 

Australian farmers have 
seen hit by a combination of 
frought, recession and low 
world prices for wool, wheat 
nd beef that contributed to a 
sig drop in farm values in 1991. 
‘he slide is set to continue well 
nto 1992, 

A report by the New South 
Nales Valuer-General showed that s 
arm values slumped 19-45% in the year to 
une. Another survey produced recently by 
he Australian Bureau of Agricultural and 
Resource Economics concluded that farm 
susinesses lost an average of A$18,000 
U5$13,900) each during the same period 
— and would see their losses deepen to an 
verage A$29,500 in 1991-92, 

The losses were also forecast to widen, 
rom 75% of Australia's 80,000 “broadacre” 
»roperties in 1990-91 to 82% this financial 
'ear. 

Thousands of Australian farmers have 
een forced into bankruptcy, though with 


A month earlier, one of the largest pri- 
vate cattle groups, West Australian Cattle 
Co., was carved up and partially sold 
under instructions from receiver-man- 
agers. 

There is some evidence that a handful 
of buyers are taking advantage of the de- 
pressed conditions, but they are large fi- 
nancial institutions and pastoral companies 
seeking to consolidate land holdings rather 
than new or individual investors. 

Areas to best survive the tough times, 
and perhaps rebound most quickly, are 
those nearest major population centres, 
where a variety of land uses is possible. 
Sites to the south and west of Sydney, for 
instance, in some cases have maintained 
their values, according to the Valuer- 
General's report, because they can be 
used for a combination of grazing and 
cropping. 

New Zealand farming has seen a simi- 
lar roller-coaster ride partly induced by the 
removal of subsidies during the 1980s. As 


Changes in Canadian farmland values 
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far as foreign buyers went, the bargains 
were almost entirely snapped up by neigh- 
bouring Australians. 

Otherwise, very little farmland has gone 
into foreign hands: a Saudi prince or two, a 
Japanese purchase or two for golf courses 
or kobe beef enterprises. Recent Japanese 
ventures into green tea growing in 
Motueka, South Island, have not involved 
buying land. 

The National Party government, which 
contains a fair sprinkling of farmers in its 
cabinet, is now revising land-purchase 
rules. They seem to rule out simply buying 
farmland as a portfolio investment; foreign 


and the minister of lands that 
“make a significant contribution to N 
Zealand's growth and development" 
new technology or business skills, expc 
development, job creation, increased cor 
petition, efficiency or productivity, or son 
form of added value. 

Investors will also have to comply wi: 
laws governing resource management ar 
Maori compensation claims, more than 1t 
of which are now before the speci 
Waitangi Tribunal. 

The average price for farmland, a 
justed for inflation, has fluctuated wild' 
in the past 10 years, finishing the year : 
June at 33% below the level a decade ea 
lier. 

Dairy land has done somewhat bett: 
than the average. Grazing land has fare 
marginally better, while land used f 
fattening beef and sheep for slaughter hy 
performed poorly. Horticultural land, tl 
darling investment in the ear! 
1980s, has fared worst of all; i 
June, price levels were onl 
59% of those 10 years earlie 
thanks to the collapse of th 
kiwifruit boom. 

Average prices per ha i 
June 199] were NZ$6,3C 
(US$3,540) for dairy farm 
NZ$1,600 for fattening farm 
NZ$695 for grazing farm 
NZ$2,800 for cropping farm 
and NZ$20,600 for horticultur 
farms. 

Because the great bulk « 
New Zealand's dairy an 
fattened beef and lamb an 
much of its horticultural pre 
duce is exported, what const 
tutes a good price depends o 
expectations of world marks 
trends. Some economists think prices hav 
bottomed after an 18-month slide; other 
think they are still relatively high. The ne 
effects of eventual revitalisation of Sovit 
and East European farming, growin 
South American competition and the re 
turn of South Africa to world markets ar 
difficult to calculate. 

There are some brokers specialising i 
facilitating foreign investment, particularl 
in horticulture. The Ministry of Agricultur 
and Fisheries (MAF), the Trade Develop 
ment Board or the Enterprise Unit of th 
Prime Minister's Department are probabl 
the best startine places for names. The MA 
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INDUSTRY 1 


Top South Korean electronics firms lead investment push overseas 


Integrated circuit 


8y Mark Clifford in Seoul 
n à drive to cut production costs and 
protect themselves against stiffening 
trade barriers, South Korean elec- 
tronics makers are leading the coun- 
ry's investment charge overseas. The two 
op electronics companies, Samsung Elec- 
wonics and Goldstar Co., have invested 
nore than US$250 million abroad in almost 
wo dozen plants. Most of the investments 
nave been made since 1987 and there is no 
sign that the trend has 
»eaked. 

Samsung Electronics 
»xecutive director Kim Jin 
Ki says that around one 
hird of the company's to- 
al consumer-electronics 
»roduction should be 
manufactured overseas by 
ihe end of the 1990s, com- 
»ared with 18% at the 
noment. "Without that 
ind of strategy I think it 
vill be very difficult for 
Korean [companies] to 
survive in international 
narkets,” he says. In re- 
'ent weeks, Samsung has 
announced two planned 
'onsumer-electronics in- 
vestments totalling US$25 
nillion in Indonesia and 
-zechoslovakia. 

Goldstar alone has in- 
vested US$158 million in plants abroad. 
What figure is expected to double in the 
next five years, according to Cho Ki Song, 
3oldstar's director of corporate planning 
and coordination. 

The two companies account for the 
Kon's share of overseas investment by the 
industry. The Electronic Industries Asso- 
jation of Korea estimates that its member 
irms have invested just over US$500 mil- 
Mon to date. 

Domestic cost increases are the most 
"ressine reason for investine overseas 


placed at a severe competitive disadvan- 
tage if they relied solely on domestic pro- 
duction. 

The economics of overseas investment 
are impossible to ignore. Total labour costs 
in Malaysia are about 90 US cents an hour, 
says Kim, and are even lower in Indonesia 
and Thailand. Yet labour productivity is 
only 10-30% lower than South Korean le- 
vels. In Malaysia, Samsung enjoys not only 
lower costs but trade benefits because the 
country retains its status under the US 





Expansion overseas increases the demand for cosmopolitan managers. 


generalised system of preferences. These 
translate into savings of about US$200 
million a year on the Malaysian exports of 
its microwave ovens. Its current produc- 
tion of microwave cookers in South Korea 
is US$2 billion a year. 

Lower costs are not the only reason to 
move abroad. A growing protectionist 
sentiment in overseas markets is also 
pushing companies to set up factories 
abroad. “Trade barriers are getting higher, 
tougher and more sophisticated,” com- 
plains Goldstar’s Cho. In an increasing 


ture with Vestel in Turkey produces n 
crowave ovens almost exclusively for « 
port to Europe. To supply the US tele 
sion market, Goldstar has set up so-call: 
maquiladora plants in Mexico that ta 
advantage of special tariff arrangemer 
between Mexico and the US. At the sar 
time, a growing number of subsidiaries 
Southeast Asia and Eastern Europe is bei; 
set up in an attempt to catch new waves 
consumption growth. 

Indonesia has also attracted substant 
South Korean investme: 
Goldstar and Samsu) 
both have refrigerator fi 
tories there, aimed alme 
exclusively at the country 
booming domestic mark 

A Goldstar joint ve 
ture with the Astra gro! 
is an example of the ki 
of synergy South Kore 
companies hope they c 
exploit in developi 
countries. Most materi 
will be sourced local 
through Astra affiliate 
while Goldstar will supp 
more sophisticated ele 
tronic components frc 
South Korea. The Indo: 
sian plant will have an i 
tial capacity of 150,000 
frigerators a year. Golds 
thinks that the plant cot 
become the leading ref 
gerator supplier in Indonesia and hopes 
expand the capacity to 500,000-1 milli 
units a year by the late 1990s. 

Latin America is also emerging as lx 
a market and a production site for Sot 
Korea's electronics makers. More prods 
tion is being diverted to the domestic m 
ket in Mexico and both Goldstar a 
Samsung say they are considering putti 
more investment into countries furt} 
south. Samsung is thinking of setting uj 
factory in Brazil making colour televisic 
and microwave ovens. Goldstar is exam 
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»f Goldstar's 33,000 production employees 
are located outside South Korea. 

Goldstar estimates that nearly half the 
»roducts it makes overseas are exported to 
à third country. In Turkey, the company 
»roduces 200,000 microwave ovens a year, 
yut it expects to sell only 2,000 of them in 
he domestic market in 1992. 

Samsung has a big colour-television 
sactory in Mexico, which is now making 
about 500,000 sets a year. This facility is 
ing expanded, as production at a US 
lant (in New Jersey) is being shifted to 
Mexico to take advantage of cheaper costs 
outh of the border. The company, which 
once employed several hundred people at 
ts New Jersey plant, reckons it saves more 


than US$1 million in labour costs for every 
100 jobs it moves to Mexico. 

China and Vietnam could see substan- 
tial investment when diplomatic relations 
with South Korea are eventually norma- 
lised. Both Goldstar and Samsung have 
small ventures in China. Goldstar is close 
to completing the construction of a factory 
in Harbin that will produce pumps for ir- 
rigation and for use in multi-storey build- 
ings. Output will be sold in northeastern 
China and in eastern Russia. Initial capa- 
city will be 40,000 units a year with plans 
to expand output to 200,000 units annually. 

"We are not in that much of a hurry to 
do major things with China or Vietnam," 
says Kim. "There are too many uncertain 






factors." The lack of diplomatic rel 
still a “big barrier" to investment, tho 
poses few problems for trade, he says. 

Transferring production overseas is n 
without problems. Samsung has broug 
workers from its overseas operations 
South Korea for training, in an attempt 
inculcate them with the Korean work eth 
Another difficulty is finding enough pe 
ple to manage the overseas operations. C] 
says that the biggest problem is findi» 
people with the linguistic ability and tl 
skill to be able to cope with different cc 
tures. "Clearly we have many limitation 
such as money and technology, but ma: 
power is the most pressing problem," } 
says. 





NDUSTRY 2 


A trickle, not a flood 


outh Korean overseas investment has 
be, lagged far behind the level analysts 

predicted in the late 1980s, when 
wages started shooting upwards and the 
‘ountry had a current-account surplus. But 
1 steady stream of South Korean compa- 
ties are going abroad, both in the labour- 
ntensive industries which make up about 
10% of South Korea's exports and in more 
apital-intensive sectors such as automo- 
»siles, electronics, steel and natural re- 
'ources. 

Overseas investments hit a record 
JS$959 million in 1990, up 68% from the 
»revious year, which was also a record. For 
he first nine months of 1991, investments 
vere running at the same rate as last year: 
JS$773 million in 328 overseas ventures, 
iccording to government figures. During 
his nine-month period the Bank of Korea, 
he central bank, approved 386 proposed 
»verseas ventures worth US$1.1 billion, 
ndicating that overseas investment is 
ikely to continue increasing. 

Kim Chul Su, the president of the gov- 
rnment-affiliated Korea Trade Promotion 
Association, believes the pace will increase 
n the next few years. He says that people 
ire concerned that jobs will be lost in South 
Corea, but "at the company level if they 
ee [investment abroad] as the only way 
"ut, they're going to do it" - 

Several of the investments to date have 
»een large projects. The biggest was Sammi 
tteel’s 1989 purchase of Atlas Steel (from a 





smaller. The average investment size dur- 
ing the first nine months of the year was 
only US$2.4 million. Although there are 
also substantial investments in the services 
sector, a typical investment involves the 
transfer of labour-intensive operations to 
Southeast Asia or China. 

South Korea is likely to continue con- 
centrating its direct investments in South- 
east Asia, with Vietnam expected to be the 
major new area of growth. Latin America 
(especially Mexico) and Eastern Europe are 
also likely to see substantial increases in 
investment durine the next several vears. 


sion work which South Koreans now shu 
Company officials are enthusiastic abo 
the quality of work and the ease of cor 
municating with the ethnic Koreans wt 
make up most of the workforce. 

With a growing labour shortage in th 
manufacturing sector, more firms like Tae 
are likely to go abroad. Improving tran 
port links with northeastern China make 
likely that this ethnic Korean enclave w: 
be a favoured production site. And Sout 
Korean firms are already considering tt 
possibility of employing cheap labour j 
North Korea. 

Kim thinks that takeovers of firms i 
Eastern Europe will become more con 
mon. Samsung recently beat Goldstar in 
tussle to purchase a refrigerator and con 
pressor plant in Czechoslovakia, and maj 
business groups are sniffing out other 0] 
portunities. 

One important reason why South Ke 
rea has invested far less overseas than Ji 
pan and Taiwan is that Seoul's current-a: 
count surplus only lasted four years, to th 
end of 1989. Most of the money that wé 
earned during this time went towarc 
paying down foreign debt rather tha 
making overseas purchases. Moreove 
corporate earnings dropped in 1990 an 
are unlikely to post more than mode 
gains in 1991. 

With business conditions "very, ver 
tough,” says Goldstar director Cho F 
Song, “the only way to invest is to borro' 
money from the bank." High domestic is 
terest rates and a cautious government a 
titude towards more foreign borrowing 
make it difficult to raise money. But th 
economics of trying to manufacture in a 
increasinolv expensive country like Son 
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Philippine court ruling weakens central bank 


pee devalued 


was carrying P612 million worth of bad 
loans, which if booked as a loss would 
have reduced the bank's capital to the 
point of insolvency, were also rejected. 
Central bank senior deputy governor 
Gabriel Singson commented before the rul- 
ing that “a bank can always argue that 


y R ' Rigoberto Tiglao in Manila 
anila’s central bankers are count- 
M ing the cost of an unprecedented 
Supreme Court ruling that they 
hould reopen a bank they closed in 1985. 
‘he 11 December decision, involving 
tanco Filipino Savings & 
Aortgage Bank, once the 
ation's largest savings 
ank, appears seriously to 
ndermine the central 
ank's powers. 

The ruling could also 
and the central bank with 
uge compensation claims 
rom the Aguirre family, 
which previously owned 
sanco Filipino, as well as 
trengthening the cases of 
faimants in half a dozen 
ther lawsuits. Estimates 
f the total assets involved 
a the Banco Filipino and 
ther closures run as high 
s P33 billion (US$1.2 
illion). 

Central bank Governor Jose Cuisia said 
#ter the decision that it “would have a 
rippling effect not only on the credibility 
f the Monetary Board [the central bank's 
»olicy-making body] . . . but also on the 
apability of the central bank to administer 
Ye banking system as a whole." 

The central bank closed Banco Filipino 
m 25 January 1985, several months after it 
sad bailed out the bank in unusual circum- 
Kances with a P3 billion emergency loan. 

y reverse logic, the Supreme Court held 
yat the central bank could not have re- 
sarded Banco Filipino as insolvent, because 
»e central bank cannot legally lend to an 
solvent institution. Of more importance, 
owever, was the court's acceptance of the 
aguirres claims that Banco Filipino was, 
1 fact, solvent and that the central bank 
Jas wrong in its computation of Banco Fili- 
àno's liabilities. 

The court's decision was based in part 
n the weak legal powers of the central 
Ank. and in part on a well-crafted attack 
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Cuisia: judicial blow. 


none of its loans are bad, 
and any banker knows that 
if you have that definition a 
bank can never be insol- 
vent." 

More immediate, 
though, is the question of 
financial restitution for the 
Aguirre family, which 
owns about 37 companies, 
mostly involved in local 
real estate. 

After its closure, all of 
Banco Filipino's deposits 
were transferred to Philip- 
pine National Bank (PNB), 
with the new depositors 
given the option of retain- 
ing their accounts at PNB. 


The Philippine Deposit Insurance Corp. 


(PDIC) reimbursed roughly P900 million of 
the bank's P2.9 billion in deposits, with the 
rest remaining with PNB. 

There is no precedent for settling Banco 
Filipino's liabilities to the PDIC and to the 
central bank. Nor will the central bank and 
the Aguirres be able quickly to untangle all 


Philippine bank murse 
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without returning to the courts. To beg 
with, the branch licences for Banco Filip 
no's 89 branches (many of which are we 
located) could be sold for at least P10 m 
lion apiece. All the branches have be 
boarded up since 1985. 

Further, Banco Filipino was once tl 
leading Philippine bank in real-estate 
nance, spearheading the development 
residential villages south of Manila. On: 
these assets are recovered, they may I 
worth at least P3 billion. 

Moreover, Banco Filipino's 31%-owne 
BF Homes was one of the biggest real-e 
tate firms in the country before cash-flo 
problems hit its real-estate subsidiaries 
the mid-1980s. This in turn sparked a ra: 
of lending by Banco Filipino to its subsic 
aries which caught the central bank's ey: 

Since 1985, however, real-estate pric 
have soared — in some cases as much . 
10 times. Even the bank's own assets ha 
appreciated markedly. For instance, Banı 
Filipino's Makati headquarters now has : 
estimated value of at least P2 billion. It w 
worth less than P500 million in 1985. 

With windfall profits such as the 
awaiting successful litigants, it is not su 
prising that there are 10 other lawsui 
pending against the central bank by form 
bank owners. Manila Banking Corp., fc 
merly owned by the Puyat family, loo 
best positioned to profit from the Supren 
Court ruling, though a suit brought by tl 
labour union of Pacific Banking Corp. m; 
also be strengthened. 

Two other banks, International Corp 
rate Bank and Allied Banking Corp. — cr 
ated from the carcasses of other close 
banks — have former owners sueing 
well. The former majority owners of Ass 
ciated Bank and Producers Bank are al 
seeking to regain control of their banks. 

The central bank is all but impotent 
these legal disputes. With the exception 
the Banco Filipino case, the Commissit 
on Audit has ruled that the central bai 
cannot hire a private law firm to handle 
cases (REVIEW, 18 July). In tandem with t. 
meagre government salaries offered 
lawyers, the agency is left with 36 most 
inexperienced lawyers handling an av 
rage of 17 cases apiece. 

December's court judgment overturn 
a 1965 decision which has been the ba: 
for central bank interventions. In the 19 
case, the court ruled that whether a bai 
could continue business "is a matter of a 
preciation and judgment that the law € 


trusts to the Monetarv Board.” 





tose Fernandez, suspected that the Aguirre 
amily was exploiting the bank to fund its 
veal-estate empire. Citing estimates of P612 
million worth of bad loans on Banco Filipi- 
^o's books, Fernandez tried in mid-1984 to 
torce the Aguirres to merge the bank with 
Bank of the Philippine Islands. To press 
the merger, Fernandez delayed releasing 
mergency loans to Banco Filipino when it 
vas hit by a run on deposits. 
This prompted family head Tomas 
Aguirre instead to close the bank on 23 
uly, boldly calling it a “bank holiday.” 


With his hand forced, Fernandez took over 
the bank, arguing that Banco Filipino had 
violated its franchise by suspending opera- 
tions without central bank approval. But 
he underestimated the political impact of 
shuttering the bank, which concentrated on 
gathering small accounts and at the time 
boasted about 3 million small depositors, 
the largest of any bank in the Philippines. 

Queues of depositors at Banco Filipino's 
89 branches only added to the political and 
economic instability triggered by the Au- 
gust 1983 assassination of Benigno Aquino 
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singapore firm eyes shipyards in Southeast Asia 


Imperial relics 


By N. Balakrishnan 


K 


eppel Corp. of Singapore may be 
ready to throw its expertise and 
considerable financial resources 
nto the development of Vietnam's Cam 
Ranh Bay. For the past few months, the 
'ompany has been involved in preliminary 
aegotiations with Vietnamese officials on 
onverting facilities to be vacated soon by 
he Soviet navy into a commercial ship-re- 
"air centre. 

It is unclear to what extent Keppel could 
ve involved in the development of Cam 
tanh Bay. But analysts say the importance 
»f the project to the company was under- 
ined by the recent trip to Vietnam of Sim 
Kee Boon, its executive chairman and 
ormer powerful civil servant. 

Keppel is also weighing the possibility 
»f turning ship-repair facilities at Subic Bay 
n the Philippines into a commercial ship- 
rard after the departure of the US navy. 
‘he Americans are expected to leave Subic 
vithin the next three years. 

Keppel, the largest ship-repair company 
n Southeast Asia, is believed to be a top 
hoice for the projects by the Vietnamese 
nd Philippine governments because of its 
rack record in converting naval ship-re- 
"air facilities into a successful commercial 
'enture. In the past three decades, the com- 
'any has had a leading role Ih &rar&form- 
ng the British navy's former dockyards in 
üngapore. 


Parhonc mara imnnrbanth, 
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owns 38% of Keppel. 

In 1990, the company had post-tax pro- 
fits of S$118.2 million, up 43% on the pre- 
vious year. Turnover totalled S$1.4 billion, 
37% higher than in 1989. In addition to its 
ship-repair business, Keppel has a prop- 
erty arm and an engineering division. It 
also has a majority stake in Keppel Bank in 
Singapore. 

Even if Keppel agrees soon to join in 
the revamping of Cam Ranh Bay and Subic 
Bay, it could take years before the facilities 
open for business. The Soviet navy has yet 
to agree to a withdrawal date from Cam 
Ranh Bay, though analysts believe the de- 
parture will take place before the Ameri- 


and the foreign debt default in Octob 
1983. Marcos, under siege, ordered tl 
Monetary Board to reopen Banco Filipit 
on 27 July and extended the emergen 
loan of P3 billion. 

Later, however, under pressure fro 
the IMF, Marcos acquiesced with Ferna’ 
dez’ earlier decision to close the ban 
Marcos’ largely forgotten role in the affa 
was not raised in the court case becau: 
the central bank believed its case would t 
weakened by an admission that it ha 
acted under improper pressure. 


one — would be worthwhile. Singapore 
prosperous ship-repair industry, whic 
controls about 20% of the worldwide shi] 
repair market, is having problems becau: 
of a lack of space and a labour shortage. 

Keppel began its expansion in the mk 
1970s with a 51.7% shareholding in what 
now called Keppel Philippines Shipyar 
The financially strong company, which hé 
shipyards in Batangas province south ¢ 
Manila and on Cebu Island, owns 46.1% « 
the profitable Cebu Shipyard & Enginee 
ing Works. Singmarine, a Keppel marin: 
services subsidiary in Singapore, also owr 
10% of Cebu Shipyard. 

Further expansion has taken place i 
India, where Keppel has a 25% stake in 
joint-venture shipyard with Chokhani Ir 
ternational. The operations opened in 199 

In recent years, Keppel is believed 1 
have given serious consideration to e: 
panding to Indonesian islands near Sing; 
pore, where land is relatively inexpensiv: 
But the islands' small labour forces an 
lack of infrastructure would make it exper 
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ndonesian cigarette firms face troubled year 


Smoke signals 


ty Adam Schwarz in Jakarta 


ndonesia’s embattled cigarette makers 
| face further turmoil in 1992 as a result 
M of the government's latest moves to 
inforce its controversial clove policy. With 
heir sales and profits already hurting, 
aakers of clove cigarettes, or kreteks, could 
'e forced to lay off large numbers of 
workers, observers say. 

The government also stands to lose if 
he decline in kretek sales continues. 
<reteks, which account for 90% of all 
igarettes sold in Indonesia, provide the 
sulk of excise-tax revenue. Excise duties 
re expected to amount to about US$2 bil- 
ton in the year to March. 

Moreover, the government's insistence 
hat kretek makers buy cloves from a mo- 
topoly controlled by Tommy Suharto — 
he 29-year-old son of the president — is 
»roving to be a blot on Indonesia's 

towards economic liberalisation. 

The kretek makers, who have protested 


at the monopoly's high selling 
prices, appeared to have won 
a small but probably shortlived 
victory in December. Officials 
postponed until 1 January the 
implementation of a regulatory 
move aimed at forcing kretek 
makers to comply with the 
clove policy. 

First issued on 28 Novem- 
ber, the rule requires kretek makers to 
prove they bought their cloves from the 
monopoly; without such proof, they will 
be unable to obtain the excise-tax stamps 
that must be attached to all cigarette packs. 
The move follows claims that the kretek 
firms have been avoiding the monopoly, 
either by relying on stockpiles or by buy- 
ing illegally from other traders. 

Five days after the rule nominally went 
into effect, on 1 December, leading kretek 
maker Gudang Garam laid off 32,000 
workers. They were rehired three days 
later. The company, which alone accounts 
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Kreteks: clove 


for about half of all excise dutie 
blamed its action on delays in n 
ceiving tax stamps from the go" 
ernment. But many saw the mov 
as a warning to officials not ! 
squeeze cigarette firms too hard. 

The brief reprieve in enforcir 
the "proof of purchase" rule is n 
expected to defuse tensions fi 
long. “If they [the governmen 
implement this new regulatio 
they will kill the cigarette fact 
ries," says Ismanu Soemiran, wł 
owns Retjo Pentung, a mediur 
sized kretek manufacturer. 

The clove monopoly — 
grouping of five private comp 
nies which is known as BPPC - 
was set up last January, ostensib 
to improve prices for growers. Indust 
observers, however, predicted that BP! 
would merely engineer a glut of cloves ! 
paying more for the crop than farme 
could expect on the open market. A relat« 
move in April, when the government ¢ 
dered the major kretek makers to sharp 
raise their prices, would at the same tir 
depress sales, analysts said. So far, tl 
pundits have been right. 

"By tying clove purchases to excise t. 
stamps, the government does nothing 
prevent the oversupply of cloves. All 
does is transfer the excess supplies fro 
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Testing time for toycott 


By Susumu Awanohara in Washington x 


A campaign in the US to boycott Chi- 
nese-made toys because they are alleg- 
edly manufactured by children and pris- 
oners has not had a significant impact on 
sales this Christmas, but it could affect 
orders by US wholesalers in 
1992, according to analysts 
and retailers. 

The organisers of the 
“toycott,” as it is called — a 
coalition of Chinese dissi- 
dents, Tibetan exiles and US 
sympathisers — say the re- 
sponse from US consumers 
in recent weeks has been 
"good." And the campaign 





Organisers of the toycott advocate 
putting an end to China's MFN status 
because they say some Chinese-made 
toys sold in the US are made by children 
or by prison labour. These protesters, 
however, admit that most toys manufac- 
tured in China are not produced by 
forced labour but are being 
blacklisted anyway instead 
of other exports. They say US 
consumers can boycott toys 
a lot more easily than goods 
such as machine tools. 

Toys are China's second- 
largest export item to the US 
(after apparel) and were 
worth a total of US$2.1 bil- 
lion in 1990. But unlike the 
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says David Miller, president of the Toy 
Manufacturers of America. He says there 
is no truth to complaints that many Chi- 
nese toys are made by forced labour. 

Nonetheless, US vendors have begun 
to shift their sourcing to Thailand, Ma- 
laysia, Indonesia and Mexico as a safe- 
guard against the possible removal of 
China's MFN status next year. Executives 
from these companies complain that 
President George Bush's tactic of extend- 
ing China's MFN status while at the same 
time dealing firmly with specific Chinese 
trade infractions could backfire. By 
highlighting trade frictions, Bush may 
end up having to withdraw China's MFN 
status after all. 

If Washington removes China's MFN 
status, Miller warns, the average import 
tariff on Chinese toys would jump to 
70% from 5%. 

Wofries-about trade sanctions against 
Peking by Washington have also forced 
US toy companies to hedge their bets 
ker lacina bosrsaand Chima for nlazoc in 





?PC's book to the kretek firms," one kretek 
«ecutive said. 

BPPC had promised to pay about Rps 
000 (US$3.50) a kg for cloves. Farmers in 
*ove-growing areas in Sulawesi and 
Moluccas, however, say prices have barely 
'anged from the Rps 3,000 level they were 
: before BPPC was set up. Nonetheless, 
ae monopoly sells to the kretek firms at 
ws 14,600 a kg — and its price is expected 
» rise to Rps 18-20,000 next year. 

Kretek firms say industry sales in 199] 
rere down by 5-10% from year-earlier 
"vels, and predict that profits will decline 
ross the board. 

The government's move to increase the 
ices of cigarettes sold by the bigger 
retek firms was justified as a way of ex- 
anding the market share of smaller firms. 
a fact, the opposite has happened. Gudang 
aram, the largest kretek maker, says it 
sised its market share from about 40% to 
5% in the first nine months of 1991. 

Because of the effects of higher clove 
rices and falling sales, however, Gudang 
aram's profit is forecast to fall. Jardine 
'eming Nusantara predicts that the firm's 
arnings will drop to Rps 147 billion in 
#92, compared with Gudang Garam's es- 
nates of Rps 176 billion profit in 1991. 

The cigarette industry directly employs 
»me 135,000 workers and indirectly sup- 
rts some 4 million Indonesians, accord- 
g to an estimate by the All-Indonesia 
"orkers Union. Shrinking margins have 
t smaller kretek firms the hardest. A 
amber have already announced layoffs 
^d others are expected to do so once the 
^w rules go into effect. 

The Ministry of Trade, which author- 
ed the monopoly late last year, defends 
*PC's role. "It's misleading to think that 
"PC is a monopoly. It is assigned by the 
»vernment to improve the situation," said 
umhal Djamil, director general for inter- 
al trade at the Trade Ministry. 

Tommy Suharto admitted in an inter- 
ew with Tempo magazine that BPPC itself 
ad asked the government to link clove 
Archases with the issuance of excise 
amps. “The idea is to close off the possi- 
lity for [cigarette firms] to buy cloves ille- 
illy. Actually, we've been thinking about 
e idea for some time but we only fol- 
wed up on it a few weeks ago," he said 

Tempo's 14 December issue. 

Besides its effect on government-imdus- 
y relations, the monopoly has become a 
ajor headache for the central bank, which 
as heen forced to fiind gbppo Nwar tha nact 


INVISIBLE 


More thrift needed 


The image of East Asia as a land where Confucian thrift ensures abundant domes- 
tic savings to finance investment may not hold good for much longer. Asians are 
about to become big spenders. Take a look at some plans in the pipeline: 

> Japan is committed under an agreement with the US to nearly double its public- 
works spending over the next 10 years to ¥430 trillion (US$3.3 trillion). 

> Taiwan will spend US$300 billion on public projects over the six years to 1996. 
> Hongkong will spend around US$25 billion on a new airport plus other forms 
of transport infrastructure and à new town. 

> Thailand aims to spend US$50 billion in a plan that runs to 1994, 

> Indonesia plans to spend at least US$10 billion on infrastructure between now 
and 1994, 

The financing of all these schemes ought to present little problem. Expressing a 
common view, Gerard Worms, chairman of France's Compagnie de Suez, says an 
accumulation rate averaging 35% of GNP, Asia is “self-sufficient in savings." 

It is true that Japan plus the Asian NICs and Asean generate current-account 
surpluses of around US$500 billion a year. Because a current-account surplus is 
equal to the surplus of savings over investment, this suggests some room for 
manoeuvre. But look again at the figures above. They imply around US$350 billion 
annually of extra public investment in the five countries listed alone. And that is 
not to mention capital-hungry giants such as China and India, let alone Indochina 
and the Philippines. 


Save and prosper : The fact that Asia’s demand for capital in 


= the coming years will be huge is often over- 

"nq zig — = "e looked in the preoccupation with the needs of 

 Singapo —45 the former Soviet Union. Governments in the 

-37 region, most of which already run a budget 

deficit, will either have to step up public sav- 

ings through higher taxes, or pre-empt more 
private savings by borrowing more money. 

This will probably coincide with a run- 
down in personal savings in many Asian 
countries. Increased welfare spending, too, will 
eat into savings, especially in Japan where the 
population is ageing quite rapidly. 

Continued recycling of East Asian surpluses 
already appears to be a problem. Japan has 
swung from exporting to importing long-term 
capital this year, as overseas direct and portfolio investments have contracted and 
as Japanese bank lending abroad has fallen sharply. 

Taiwan's savings surplus enabled it to become a capital exporter to the tune of 
around US$9 billion in 1990, when it vied with Japan and the US and surpassed 
Europe. In future, it will need to trim outflows in line with increased public spend- 
ing, says China Trust Co. chairman Jeffrey Koo. 

Meanwhile, Bank of East Asia chief David Li warns that Hongkong will move 
from being à net capital exporter to a net importer in the 1990s, as infrastructure 
projects pre-empt savings. It will have to tap global capital markets for "large 
amounts," he says. 

Will these markets be responsive to Asia's needs? For manufacturing ventures 
maybe, but former US Federal Reserve vice-chairman Manuel Johnson wonders 
whether the higher yield which Asian projects have traditionally offered will sur- 
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Business ties help Japan’s leading car-parts maker 


Riding th 
By Louise do Rosario in Tokyo - x 
J apanese car-components supplier 








Nippondenso, the world’s largest, is 
bracing for life in the slow lane over 
the next two years. Protectionist pressure 
in the US and Europe and tighter margins 
at home are causing sales to stagnate and 
operating profit to slide. But an accommo- 
dating overseas strategy and a domestic 
concentration on hi-tech electronic parts 
should put the company on the high road. 
The firm is content to remain in the 
shadow of its patron, Toyota Motor Corp., 
*he controlling shareholder with 23.696 of 
the equity. Toyota constantly 
sells twice as many cars world- 
wide as its closest rival, Nissan 
otor Co., so Nippondenso has 

1 head-start over its competi- 
Kors, notes Stephen Marvin, an 
analyst at Jardine Fleming Se- 
curities. 

_ Nippondenso's group sales 
were Y1.5 trillion (US$11.5 bil- 
Wion) in 1990, against ¥208.5 
billion reported by its nearest 
competitor, Calsonic, Nissan's 
Neading parts supplier. 

But it is the keiretsu system 
Khat has put low-profile Nip- 

ndenso on the defensive. 

apanese manufacturers with 
transplanted operations are un- 
der severe pressure to increase 
Khe local-content ratio of their models. With 
11 plants in North America, its biggest 
overseas market, four in Europe and 12 in 
Asia — the largest network of its kind in 
the world — Nippondenso is a ready tar- 
wet for protectionists. 

As a response to this offensive, 
Nippondenso's overseas subsidiaries have 
sstarted to build strategic alliances with in- 
sdigenous car firms. Nippondenso is to 
undertake the joint design of air condi- 
tioners with the car-parts divisions of 
"Chrysler Corp. and General Motors Corp. 
In the US, the firm plans to increase the 
proportion of US-made products among its 

aal C AL 


slipstream 


expense of domestic producers such as 
Nippondenso. 

Analysts believe the cash-rich Nippon- 
denso will not be unduly damaged by the 
trade restrictions, as a result of a continu- 
ing programme of heavy investment in 
manufacturing technology. “It is such an 
internationally competitive company that 
it will do well in any market,” notes Peter 
Paderson, director of the Japan office of the 
US Automotive Parts Industry. 

A more immediate problem for Nip- 
pondenso is falling car sales as the global 
economy nosedives. With the cycle still to 
hit bottom, Nippondenso is bracing for its 
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first decline in sales and operating profit 
since 1980. Jardine Fleming's Marvin ex- 
pects annual group sales to stagnate at Y1.5 
trillion in each of the two fiscal years end- 
ing on 31 December 1991 and 1992. Ope- 
rating profit is likely to tumble to between 
Y58 billion (worst-case scenario) and Y85 
billion, from Y100 billion in 1990. A strong 
recovery is expected in 1993. 

During leaner times, Japan's car com- 
panies resort to squeezing the margins of 
suppliers. Toyota views Nippondenso in 
the same unsentimental light; it insists that 
the supplier be independent enough to be 


competitive. When the components maker 
comme camere off ane Tanka im 1040 tho cor 


token, Nippondenso owns 63.4% of a sm 
Toyota-affiliated engine maker, Asmo C 
as well as 32% of Sankyo Radiator, whc 
other main shareholder is bus and tru 
producer, Hino Motors, another memt 
of the Toyota group. Toyota has t 
members of the founding Toyoda fam 
on Nippondenso’s board. 

In Aichi prefecture, where Toyota } 
its headquarters, Nippondenso has ei; 
of its 10 domestic factories. Riding the cr 
of the car-electronics revolution during | 
1980s, Nippondenso sold more and gen 
ated more profit than other Toyota sup} 
ers producing low-tech components. 

Nippondenso also outperformed f 
eign rivals which lacked the financ 
muscle to back up the extensive resea) 
and investment required to produce 
tech parts. Toyota, in typical keiretsu sty 
encourages capital expenditure by ens 
ing that a high proportion of Nippx 
denso's earnings are ploughed back ii 
the company. Dividends remained at * 

per share between 1988 a 
= 1990, though net earnings ] 
— = share rose from ¥51 to ¥61. 

To expose its affiliate 
market competition and 
generate higher margi 
Toyota encourages Nippx 
denso to trawl for “outsic 
business. The supplier is link 
to most car companies, w 
the exception of Niss 
Toyota's major domestic ri" 
Nearly half the radiators 
dered by Honda Motor Co 
Mazda Motor Corp. and N 
subishi Motors Corp. are si 
plied by Nippondenso. 

With this broad custor 
base, Nippondenso has sli« 
in half its original 100% 
pendence on Toyota. In contrast, Calso: 
Nippondenso's main rival in radiate 
sells 80% of its output to Nissan. 

When expanding overseas, Nipp 
denso has not always taken the lead sho 
by Toyota. In India, for example, wh 
Toyota does not have manufactur 
plants, Nippondenso has taken a mi 
share in two production joint ventures, £ 
Nippondenso and Subros Ltd. In Malay 
Toyota has had an assembly venture si 
1968, but it was not until 1980 that Į 
duction volume was big enough to jus 
setting up Nippondenso (Malaysia) 
produce electrical equipment. 

In the 1G. Ninnondango mouad ran 








AS LONG AS DELIGHTING 
SOMEONE ELSE IS ONE OF YOUR 
GREATEST DELIGHTS ... 


There will always be a 
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IBM personal computers ei 
now cost up to 4.096 less. * | 
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If you haven’t priced an IBM PS/2™ 
lately you’re in for a surprise. We’ve been 
listening to your call for lower prices. And 
over the past year we've responded with cuts 
of up to 40% on computers throughout our 
range — from laptops to LAN servers. The 
newest models in our line are also priced 
surprisingly low. 

That means instead of settling for 
something less, you can have the PS/2 you 
really want. The quality, service and support 
you expect from IBM. 

Right now is the best time ever to get a 
PS/2. So before you buy an ordinary PC, 
call one of our dealers and let us give you a 


price you never thought you'd get from IBM. 
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ASIA 1992. 
BOOM OR BUST? 


The five-part 1992 Asian Economic Survey, as it appeared 
in The Asian Wall Street Journal, examines key ecqnomjc 
issus which affect the Asia-Pacific region and provides an 
outlook for 1992. Now available by mail and at selected 
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rom three Nippondenso plants, set up a 
2w years after Toyota’s local production 
eached a certain level of production. Other 
asian investments include a tool-and-die 
actory in Thailand (1987), an air-condi- 
toner factory in Malaysia (1983) and a ra- 
jator and air-conditioner factory in Tai- 
Jan (1987). These supply both Japanese 
md local car makers. 

In contrast, Nippondenso's presence in 
Mrope is thin, and its first joint venture 
nere was set up as late as 1986 in Italy. 

As a result of its rapid expansion, Nip- 
ondenso's overseas sales, which make up 
J% of the group's total, were Y341.4 billion 
a 1990, double what they were five years 
arlier. Nippondenso's overseas plants 
ave been financed out of domestic profit, 
5 well as out of cheap money raised from 

once-booming stockmarket. 

The group tripled its sales to Y1.5 trillion 
à the 1990s, and operating profit doubled 
‘ithin the same period to ¥108.7 billion. 
ast year, a recurring profit of Y130 billion 
anked the group the third most profitable 
a the Japanese automobile industry. 

Nippondenso's most successful pro- 
ucts have been car heaters, air-condition- 

s and electrical-control parts, each ac- 
unting for one third of sales. 

With buoyant domestic and overseas 
des, Nippondenso invested heavily in 


plant and equipment. In each of the past 
two years, for example, Nippondenso 
spent Y140-145 billion on capital invest- 
ment — two to three times its net income, 
a ratio among the highest in the industry. 

After 1986 when Japan's easy-money 
era began, Nippondenso regularly tapped 
the stockmarket to help finance its ambi- 
tions. In the five years to May 1991, it is- 
sued the equivalent of Y366 billion worth 
of convertible bonds and warrant bonds. 
The availability of cheap money helped 
boost the parent firm's recurring profit 
from Y67 billion in 1986 to Y110.2 billion in 
1990. Net interest income alone amounted 
to Y262 billion in 1990. 

The stockmarket party is over, but 
Nippondenso does not need to refinance 
the bigger parcels of its bonds until 1993. 
With a strong net-cash flow of Y162.9 bil- 
lion at end-1990, the firm should have no 
cause to worry about its repayment 
schedule, according to analysts. 

Nippondenso is the star of the industry 
because of its superior technology. 

Marvin of Jardine Fleming notes that 
Nippondenso is a pioneer in the commer- 
cial development of engine-management 
computers, traction and suspension-control 
equipment, anti-skid brake systems, air- 
bag sensors and other sophisticated elec- 
tric and electronic components. As the in- 
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longkong brewer looks across border 


Slaking China’s thirst 





V¥IDINIX 


By Carl Goldstein in Hongkong 

aced with a stagnant and highly 
F competitive market in Hongkong, 

San Miguel Brewers (HK) is looking 
to China for growth. The 60%-owned affili- 
ate of the giant Philippine-based beer, food 
and agribusiness conglomerate spent 
US$3.5 million on a majority share in a 
Canton brewery earlier this year. 

"This is just our first step into China," 
says managing director Ferdinand Gaspar. 
After the plant's production systems have 
been brought up to snuff, Gaspar says the 
next priority will be to establish a sales- 
and-distribution network to spread the 
product throughout Guangdong province. 
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dustry opts for lighter and smaller devià 
in response to environmental concern 
Nippondenso's proven expertise in micr 
machining will further ensure its status ¿ 
an industry leader. 

Behind Nippondenso's technologic. 
success lies its solid, if dull, managemen 
consisting mainly of engineers personall 
involved in the design of many of th 
firm's best products. Tsuneo Ishimaru, 6: 
who joined the company in 1962 and wa 
appointed president in March, is an ài 
chetypal Nippondenso man: low-key, me 
ticulous and not afraid to dirty his hand 
on the factory floor. 

Ishimaru is content to keep Nippor 
denso a low-profile producer despite it 
phenomenal success. “If we promote our 
selves more," he says, “maybe we'll be abl 
to attract more and better people [in Japar 
where there is an acute labour shortage 
but the basic road [to success] is to spen 
more on research, technology and [stafi 
education." 

This formula has produced results tha 
leave even Nippondenso's fiercest critics i1 
the US feeling they have no option but t 
cooperate with the interloper. Sales to ths 
Big Three — General Motors, Chrysler arn 
Ford — grew by 40%, at a compound an 
nual rate to about US$500 million, in thi 
five years to 1989. ' 


ventures would be expected in the next five 
years. But he insists the company remain: 
bullish on prospects in the country, par 
ticularly in the prosperous Pearl Rive) 
delta region. San Miguel's Hongkong 
brewery has been exporting an average o. 
3-4 million litres of beer a year to China foi 
the past 10 years, but it now hopes to re 
place those sales with output from the 
brewery in Canton. 

It is easy to see why the China markel 
holds such allure. Guangdong, where the 
company's Guangzhou Brewery is located 
offers a 63-million strong population ot 
increasingly affluent townsfolk, factory 
workers and farmers. Guangzhou Brewery 
had an estimated 33% market share in 
Guangdong before San Miguel took a ma- 
jority joint-venture stake. The brewery 
produces its existing brands, including 
new Guang's Beer and a pineapple-fla- 
voured beer, as well as the San Miguel 
brand. 

There are concerns, though, that the 
province may suffer from a beer glut. 
Other foreign brewers are jousting for a 
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ands are competing for the favours of 
veer drinkers among the colony’s 6 million 
ple, while overall beer consumption 
ined last year in reaction to higher 
axes and a sluggish economy. Rising for- 
‘ign imports as well as increased sales 
rom locally brewed Carlsberg have been 
roding San Miguel's traditional 70% share 
of the market. 

The company’s net profit fell by 10% 
or the first eight months of this year to 
1K$54 million. Sales in Hongkong in- 
‘reased only marginally to HK$649 mil- 
kon, from HK$609 million the year before. 
[he company recorded sales of HK$178 
million from the new Guangzhou brewery, 
which began operations in February. 

In an effort to stem the decline, San 
Miguel in May launched its first dry beer 
or the Hongkong market. While the com- 
vany says sales of the new brand are 
"meeting expectations," analysts believe 
nuch of the supposedly new business is 
simply cannibalising the flagship brand. 

Regional beer-consumption figures 
»rovide some grounds for hope that sales 
n Hongkong could rise substantially. 
dongkong people are sober by the stan- 
lards of some neighbouring countries, 
drinking 27 litres of beer a year compared 
with 60 litres in Japan, 40 litres in Taiwan, 
and 35 litres in South Korea. (The world 
champions are the Germans, who in 1990 
had per capita beer.consumption of 144 
litres.) 

In Guangdong, total beer production 
amounted to 300 million litres in 1990. 
Based on a population of 63 million, that 
would indicate per capita consumption of 
less than 5 litres a year, though the state of 
market research in China is rather too 

rimitive to generate much confidence in 
ts results. 

Beer production at the Guangzhou 
Brewery stands at about 100 million litres a 
pe Only 8-10% of that amount is San 

iguel beer, according to Gaspar, but he 
expects that sales will rise by at least 10- 
15% a year. Producing locally rather than 
importing should make it possible to lower 
prices; imported San Miguel had been 
selling at a 50% premium compared with 
local brands. 

And there appears to be room for 
growth. One key to exploiting that poten- 
tial will be to find a way to smooth out the 
steep seasonal swings in beer-drinking 
habits. From July to October, consumption 
rises sharply; the pages of Chinese news- 
papers fill with beer-shortage stories. But 
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Inflating into trouble 


he direction of the Malaysian 

economy in 1992 appears plagued 

by a surprising degree of uncer- 

tainty. Concerns about inflation 
and an overheated economy have intensi- 
fied in the wake of the November budget 
announcement, which promised continued 
growth at the expense of inflation. AI- 
though the inflation rate dipped in the 
third quarter, it is widely expected to pick 
up again in 1992. 

The latest projections by the Malaysian 
Institute of Economic Research are for in- 
flation to hit an all-time high of 6.5% in 
1992, compared with an estimated 5.5% in 
1991. This differs from the Finance Minis- 
try’s 4.5-5% projections for 1992. 

Malaysian Finance Minister Datuk Seri 
Anwar Ibrahim's first budget was criticised 
in business circles for not addressing the 
problem of inflation or the nation’s dete- 
riorating balance-of-payments position. 


Malaysia’s inflation 
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Bank Negara (BN, the central bank), has 
forecast a M$8 billion (US$2.9 billion) 
current-account deficit for 1991, up sharply 
from M$47 billion in 1990. But analysts 
say the projections may be understated. 
They point out that in the first half of 1991, 
the merchandise account already was 
M$5. billion in the red, while the average 
annual service-account deficit stood at M$9 
billion. 

A current-account deficit of M$17 bil- 


lion in 1991 may therefore be nearer the 
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months of 1991 amounted to M$12.8 b 
lion, compared with M$15.8 billion in t 
year-earlier period. The governme 
projects a fall in the rate of growth of fc 
eign investment in 1992 to 3.4%, dow 
from 10.8% in 1991. 

The expansion in consumer spendi: 
and its contribution to inflation, howevs 
is the prime concern. Alarmed by jumps 
consumer prices throughout the year, i 
in late August acted to take some of t 
steam out of inflationary pressure. In a : 
ries of moves, the central bank rais: 
commercial banks’ statutory reserve 1 
quirement by 1 percentage point to 7.5 
lowered the gearing level for the purcha 
of private vehicles to 75% of cost and 1 
duced the repayment period on such pt 
chases to four years from five years. 

In addition, incentives for savers we 
bolstered after BN's moves pushed depo 
rates to 8.5%, up from 7% in early Augu 
Savings accounted for 13.1% of deposits 
June 1991, compared with 14% for all 
1990, which may be why the central ba 
chose to boost savings incentives. 

More measures to curb consum 
spending are expected to follow. Worri 
by the growth of credit card use, the 
nance Ministry is expected to introdt 
curbs on the use of plastic money, whi 
may include an increase in minimum 4 
nual-income requirements for card holde 
Credit cards’ contribution to rising C 
sumer prices is believed to be negligible 
the moment, though there are fears tl 
Malaysia's 1.2 million credit card hold 
(some with monthly incomes of or 
M$750) could become a contributor to 
flation in the future. 

Scarce labour also is exerting inflati« 
ary pressures. Labour-intensive industr 
such as textiles, wood and rubber produ 
registered annual wage growth of 7 
10.3% in the first half of 1991. 

The government's stimulative budge 
also cited by analysts as inflationary. T« 
expenditures are set at M$45.4 billion 
1992, an increase of 18% over 1991. A p 
tion df this has been set aside for an 8-1 
wage increase for civil servants. 

In addition, infrastructure-developm 
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POLICIES 


Vepal tackles poverty in five-year plan 


Ihe uphill struggle 


ty Kedar Man Singh in Kathmandu 
epal's six-month-old Koirala 
government announced the king- 


- dom's biggest five-year deve- 


ment plan in mid-December, calling 
or expenditure of Rs 190 billion (US$4.4 
Mlion) in 1992-97, The plan aims to 
chieve annual GDP growth of 5.1%, create 
4 million new jobs and address rural 
poverty. 

More than 64% of the targeted spend- 
àg will come from the private sector and 
ke remainder from the public sector 
icluding foreign loans and grants), said 
ational Planning Commission vice- 
^airman Ram Sharan Mahat. 

Due to be launched in mid-July, the 
san sets out a number of specific goals: 

Growth in agricultural output averag- 
ig 3.2% a year, with 6.3% growth of non- 
ricultural production. 

An increase in the national savings rate 
m 12.4% to 16% of GDP. 

A rise in government tax revenue from 
5% to 10.5% of GDP, and a cut in the 
adget deficit from 2% to 1% of GDP. 

A cut in the population growth rate, 
‘ich at 2.1% a year remains one of the 
zhest in Asia. 

A more general goal, it might be said, is 

help the nation put behind it a painful 
»o-to-three year period during which it 





has been battered by constitutional up- 
heaval, a trade dispute with neighbouring 
India and other external knocks. Among 
these were the Gulf War and India's dou- 
ble devaluation last July, which forced Ne- 
pal to follow suit, thus adding to its infla- 
tion problems. 


Nepal’s 5-year plan 





Despite these restraints, the local 
economy achieved GDP growth of 4.1% in 
the year to July — thanks mainly to 
bumper harvests. 

The Nepali Congress Party government, 
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elected in April in the first polls in 30 ed 
has nevertheless already begun to attra 
criticism for failing to dampen — 
now around 20%, and to alleviate growi 
shortages of basic goods. 

Although the new plan directs more n 
sources to industry, the emphasis of i: 
spending proposals is still on poverty all« 
viation and rural development. More tha 
one third of Nepal's 18.5 million peop! 
live below the poverty line. 

Mahat said the government would re 
view or modify over 400 of the 1,000 deve 
opment projects launched during the pa: 
30 years. Unproductive projects may b 
dropped. 

The plan, meanwhile, proclaims th 
government's intention to introduce fre 
compulsory secondary education i 
phases over the next 10 years. More thai 
330,000 lower-secondary students wil 
benefit in the initial stages. The aim is t 
lower the illiteracy rate from 61% to 339 
by 2000. 

The government has already an 
nounced plans to liberalise the economy 
and to privatise state-run companies 
Except for a few areas such as mining, fo 
restry and other activities which affect the 
environment, the government plans te 
delicense industry, permitting more pri 
vate businesses to operate. 

To encourage foreign investment, the 
government has created a liberal “one 
window” industrial service to help private 
business. Double taxation has bees 
abolished, tax on export income gener 
ated by foreign investment has beer 
limited to 15%, and five-year tax breaks 
have been granted for tourism-relatec 
business such as hotels and adventure 
holidays. a 





COMPANIES 


In the tucker bag 


By Alan Deans in Sydney 


A consortium headed by Canadian 
publisher Conrad Black survived a series 
»of potentially crippling setbacks to win 
the bidding war for Australian news- 
EP empire John Fairfax Group. 
lack's Tourang consortium bedt two 
sother competitors on 16 December with 
an offer worth A$1.5 billion (USS1.2 bil- 
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nancial Review. 

His London-listed Daily Telegraph 
will be the largest shareholder, with 15%. 
US investor Hellman & Friedman will 
own 5%, and the remainder will be sold 
to financial institutions and floated to the 
public by next June under a A$412 mil- 
lion underwriting arrangement. 

But the Tourang investors were put 
through the wringer before the outcome 


The Tourang bid then met its biggest 


hitch. It was rejected as being against 
‘the national interest” by the Federal 
Treasurer, presumably on foreign own- 
ership grounds. Black hurriedly rejigged 
the ownership structure, offered more 
money and resubmitted the offer for 
government approval, which was 
granted on 13 December. 


Tourang won the bidding against a 


consortium headed by Irish media 
owner Tony O'Reilly and a Melbourne 
group, Australian Independent Newspa- 


pers. 


Tourang still has no chief executive 


and, in the interim, will continue with 
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Wardines agrees with exchange over listing status 


Second-class stock 





!8y Michael Taylor in Hongkong - 


, hy use a bludgeon, when a sti- 
W letto will do the job? After a year 
of vigorous campaigning to be 
exempted from Hongkong securities laws, 
‘he Jardine Matheson group of companies 
1as accepted a proposal made by the Stock 
wexchange of Hongkong (SEHK) that its 
Hongkong listings become modified “sec- 
ondary listings.” 

Although small details have still to be 
sagreed to, the deal lowers the political tem- 
p and lifts the threat of delisting 

om both the SEHK and perhaps from 
share prices of the Jardines group of com- 
panies. 

The group comprises six Hongkong- 
listed companies: Jardine Matheson Hold- 
ings (JMH), Jardine Strategic Holdings (ISH), 
Hongkong Land (33%-owned by JSH), 
Jardine International Motors (75%-owned 
by JMH) and Mandarin Oriental Interna- 
tional (50%-owned by JSH). Together they 
form about 10% of the market's capitalisa- 
tion. 

The nub of the settlement, upon which 











Jardines shareholders will be asked to vote 
at the beginning of 1992, is that the Jardines 
group of companies should replace their 
current listing in Hongkong with a modi- 
fied “secondary listing” status in the 
colony. The companies are already listed 
in London. Although this would leave the 
company bound by securities legislation in 
both London and Hongkong, final arbitra- 
tion on any issue would be in London. "It's 
everything we wanted," says Greg Terry, 
Jardines' counsel. 

The modification demanded by Jardines 
concerns the ease with which the compa- 
nies could delist from Hongkong. Cur- 
rently, the listing rules are silent on the ter- 
mination of a secondary listing. They 
specify, however, that a company's pri- 
mary listing cannot be terminated until 
three months after a majority of sharehold- 
ers has approved it. 

Jardines is insisting that the Listing 
Agreement — the commercial contract be- 
tween the SEHK and a listed company — is 
modified to specify that the company could 
delist from Hongkong 30 days after a vote 
of the directors. Despite the insistence, "the 


odds of this becoming anything other th 
hypothetical are extremely high," Te: 
says. 

Shareholders will get the chance to v: 
on the proposed change in status in ' 
first three months of the year. Howe 
acceptance is hardly in doubt: the char 
can be passed by a simple majority, a 
the Keswick family will be allowed to v 
its 10.5% and JSH its 35.5%. 

It is not clear whether the Securities c 
Futures Commission (SFC) will have ¢ 
jurisdiction on the listing proposal. Uni 
a Memorandum of Understanding wh 
earlier this year settled a long-running t 
war between the two bodies, responsibi 
for listing matters passes to the SEHK at 
beginning of the new year. It is hig 
unlikely that the fine details of the agr 
ment with Jardines will be negotiated 
fore then. 

If the SEHK decides to alter the stand; 
form of the Listing Agreement to accc 
modate Jardine's termination clause, | 
would constitute a change in the List 
Rules which would have to be appro 
by the src. However, this looks unn« 
sary, since according to the listing ru 
“the Exchange will be prepared to ag 
such modifications to the Listing Ag! 
ment as it considers appropriate." In ot 
words, the clause could simply be inser 
into Jardines' Listing Agreement contr 
without adopting it as the standard fo 
In such a case, the SFC would have no 
risdiction over it. 





FINANCE: 


Stirred, not s 


By Anthony Rowley in Tokyo 
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haken 


US investment bank Morgan Stanley's 
bid to shake up Japan's bond market 
with the introduction of fixed-price of- 
ferings for Nippon Telegraph & 
Telephone (NTT) could fall short of being 
the triumph that some analysts are label- 
ling it. Japan's motives for involving a 
foreign institution for the first time as a 
lead underwriter may indicate less than 
a complete conversion to Western tech- 
niques. 

Morgan Stanley's Tokyo president, 
John Wadsworth, says the decision to 


invite his company to co-underwrite ¥50 


only an equal co-underwriting role. The 
MOF may have wanted to punish 
Nomura for the securities house’s part in 
recent scandals (involving compensation 
to clients by big Japanese brokers for 
stock losses) and for its disclosure of the 
ministry's complicity in compensation 
payments. 

As a member of the European-based 
International Primary Market Associa- 
tion that devised the fixed-price offering 
system for bond issues several years ago, 
Nomura is familiar with the technique. 
But it advised NTT that it was premature 
to introduce the system into Japan. 

Japanese underwriters have operated 


terms through differential rebates o! 
broking commissions. In this way, Japa: 
nese issuers were able to appear equal 
regardless of their credit standing. 

The NTT issue has shattered this har 
monious picture by introducing a tech 
nique whereby all underwriters have 
agreed not to sell their bonds below ; 
minimum agreed price. Pricing relies or 
the issuer's credit rating. 

This introduces what Nomura admit 
is greater transparency into the bonc 
market. But beyond NTT and a handfu 
of other companies in Japan that enjo 
Triple-A ratings from internationa 
agencies for their debt, the system ma 
not have widespread appeal. 

The straight-bond market is tiny ii 
Japan relative to corporate funding, an 
even though it has sprung back to lif 
with the collapse of the Japanese equit 
market and of equity-derivative instru 
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hilippines begins 

rocess of privatising PAL 
Manila announced on 16 December 

1t guidelines governing the 1992 auction 
Philippine Airlines (PAL) are available, 

ficially beginning the process of selling 
% of the state-owned carrier. Included 
the guidelines is the stipulation that 

vestors must make a deposit of P10 

illion (US$377,400) for a review of PAL's 
ancial records. Five Philippine 

mpanies have expressed interest in PAL: 

ailippine Commercial International 

ank, Union Bank of the Philippines, 
apital Corp., Andres Soriano Corp. and 

anahaw Investment & Management 

orp. Hongkong-based East Gate group is 

so believed to be interested. 


‘hai economy to grow 

.1% in 1992, bank says 

- Thailand's central bank said it expects 
ie country’s economy to grow 8.1% for 
992, compared with a 7.9% expansion a 
»ar earlier. The bank said exports, which 
expects to have year-on-year growth of 
1.8%, were the main growth vehicle. 


liti ready to submit Diet 
ill to cut working hours 


- The workaholic tendencies of Japanese 
ay be reduced if a move by the Ministry 
f International Trade and Industry (Miti) 
» reduce working hours in industry 
1cceeds. Miti plans to submit to the Diet 
bill that would fix the maximum annual 
*orking hours. The move, which is aimed 
t reducing excessive competition among 
1ipanese companies, is part of a drive 
imed at reducing working hours to 1,800 
year from 2,000 by 1995. 


Wellington revises upward 
udget-deficit forecast 

Finance Minister Ruth Richardson on 
7 December announced an upward 
evision of New Zealand's budget deficit 
or the fiscal year ending on 31 March 
992 to US$2.8 billion from US$1.7 billion. 
In 9 December, she said worsening 
conomic conditions and policy changes 
ad caused the government to abandon 
ts target date of 1994 for a balanced 


found in the disputed boundary area 
between Australia and the Indonesian 

rovince of East Timor. Eleven contracts 
will be awarded to 19 companies from 
seven countries, with a total investment 
commitment of US$362 million. The 
contracts require that a minimum of 46 
seismic wells are drilled within six years. 
Analysts believe the area could contain up 
to 1 billion barrels of hydrocarbons. 


Asia-Pacific Breweries 
plans regional expansion 


> Asia-Pacific Breweries (APB) of 
Singapore, a joint venture between Fraser 
& Neave and Heineken of the 
Netherlands, plans to set up four or five 
breweries in the Asia-Pacific region, 
according to chief executive Tan Yam Pin. 
Possible sites are Indonesia, Indochina, 
Taiwan, China, Burma, Thailand, New 
Zealand and Australia. APB currently has 
one brewery each in Malaysia, Singapore 
and Shanghai and two in Papua New 
Guinea. The company announced in early 
December that it has agreed to open a 
joint-venture brewery in Vietnam. 


Business indicators 
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Texaco, BHP to seek oil 

in China’s Bohai Gulf 

> Peking has signed contracts for oil and 
gas exploration in a 5,000-knr tract in 
Bohai Gulf, about 200 km east of Tianjin. 
Exploration will be shared equally 
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Sunkyong buys major stake 

in Korean securities firm 

> South Korea's Sunkyong group has 
acquired a controlling 15.2% 

shareholding in a domestic securities 
company, Pacific Securities, for Won 57.2 
billion (US$75.7 million). Of South Korea's 
10 largest conglomerates, Sunkyong had 
been the only one without a financial 
subsidiary. 


Japanese store in link 

with Taiwan's President 

> Japan's Isetan is reported to have 
agreed to a tie-up with Taiwan's President 
Department Store by which Isetan will 
help President renovate one of its 
southern stores and improve its 
merchandising strategies. Isetan will also 
set up a retail outlet in the store, 
according to Japanese reports. The 
agreement would be the first of its kind, 
and is reportedly aimed at defusing 
resentment in Taiwan against an 
increasing Japanese retail presence. 


Vietnam reckons GDP 
expanded 2.4% in 1991 

> Vietnam's GDP will have increased 
2.4% in 1991, Premier Vo Van Kiet said in 
a report to the National Assembly. In the 
year, industrial output is expected to have 
expanded 5.3% from a year earlier, while 
food production is estimated at 21.7 
million tonnes, roughly equal to the year- 
earlier level. 


Taipei's reserves earn 

US$3.8 billion interest 

> Taiwan's foreign-exchange reserves, 
currently around US$77 billion, are 
expected to have earned about US$3.8 
billion in interest in 1991, or about 2% of 
GNP, according to the Council for 
Economic Planning and Development. 
The reserves figure excludes US$5.7 
billion in gold and more than US$7 billio 
seed money put into the Taipei interbank 
market. 


Seoul puts hold 
on lending to Moscow 
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Previous 3months Year Spot Previous 3 months Year 
Last sale to 16 Dec. Latest week ago ago 16 Dec, ratet weekt agot agot 
God — London (2) 359.10 37045 34490 37735 Australia dollar 12912 12919 — 125277 —— 13055 
Copper - NewYoki) ——— Feri Bengladesh* taa 37.70 — 3770 - 36.55 590 
Current delivery (Dec.) 9775 98.90 106.60 — 11120 Britain — — pound —— 0548! 0552 05794 05181 
Jan. delivery rj 97.75 2s V^ I Jui Brel — — doa — $5 1655 — — 164 — 135 Ing 
Aluminium London (7) j E Burm* kyat — — 625 —— — $9 
Current delivery (Dec) — 111600 1,107.00 121100  1,52000 "- — vw — —— 
b o oe ua us ws xs DL a DE cum 
Cotton New York (3) Hongkong dolar — 779] 773 1785 ^ T8 
wr M) us O Ae S india umm S AN — E qe 
—— — — w indonesia rupiah 1,989.00 1,98700 1,96500 1891.00 
Rubber Kuala Lumpur (8) Japan ye Sa — 12814 13370 13310 
Current delivery (Jan.) 215.50 219.50 225.50 240.00 Macav* ^ pataca 805 998 o— 4M — XI» 
rc RES. WENN — Malaysia dolar — 247 — 279 — 278 267 
We Dl) 36500 — 36500 — 38009 — 41000 Nepal’ npe 4270 4270 42.70 24.00 
Palm Oil Kuala Lumpur (4) New Zealand dollar — 1973 1.795 1.7027 1.6923 
Current delivery (Dec. Mag = 87000. ODNO. S440 Pakistan rupee — 24515 24515 246465 21.8281 
Feci, — o is ES 2 A Papua N.G. — kna 05 — 0.3456 0.9515 0.9447 
Sugar New York (3) Philippines peso 26.656 26.70 2750 28.125 
Current delivery (Mar.) 861 8.83 8.91 9.67 Singapore dollar MS.  11MI 1.7005 1.7155 
mcos M ME: South Korea — wo — à 75730 75500 74090 — 71700 
Pepper Singapore (9) — — peo Á 304158 —— 4156 41.987 — — 39849 
Sarawak Asta bik 100% A — 000 Hr Switzerland franc 1.3835 1.3865 14605 1.2738 
Wheat Chicago (5) Taiwan NT dolar — 257505 ^ 757505 — 28483 — 27113 
Current delivery (Dec. ) 391.60 —— 38520 323.00 25300 Thailand baht 25.37 2538 — 5565 — 25155 
ioo MA e — Communist countries: China US$-Rmb 5.4126 HK$-Rmb 0.69425 
Maize — Chicago (6) Soviet Union US$-Rouble 0.5731 Laos US$=Kip 705.00 
Current delivery (Dec.) 24840 237.20 25040 22320 Vietnam US$=Dong 12,960.00 Cambodia US$=Riel 800.00 
— — MO PUN Other: SDR!-US$1.40203 ECU1=US$1.2899 S$-MS 1.6639 

( i ; : ' 

5% white fob 287.00 292.00 30700 265.00 “Official rate 1 Middle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 


Soyabeans Chicago (5) — i ) >} 
Current delivery (Jan.) " 553.00 555.20 59200 58820 Currency deposit and bond yields 
Mar. delivery 560.40 


— — Eurocurrency and Asian currency unit deposit rates 
New York (7) T 1 3 6 e" 















































Current delivery (Dec. 131000 — 129100 — 120900 122000 MG — ws wm wo REM 
Mar. delivery 1'346.00 re ies —— — ie onia a 
Coffee — NewYok(3) PT. Edi US$ — à3 48505 à 4435 — 4435 — 4595  — 7119 
Current delivery (Dec) 75.80 76.50 8775 94.35 Sterling 10.6875 105625 10375 10.375 953 
Mar. delivery 79.30 Yen — . 628125 ^ 600 578125 5.625 ^& à à & 5615 
Petroleum — "EE — i ! Swiss Fr. 825 — — 815 à—à800 73375 — 
Sumatran light Tokyo (10) 18.80 19.20 19.00 — 2901 Ba — à—3 $95 — i — 90 — 3935 823 
Brent London (10) 18.48 19.35 2053 27.15 |: MS 7875 750 725 iio. — 98 
(1) M$ akg (2) US$ an oz (3) USc a lb (4) M$ a tonne (5) USc a 60 Ib bushel ECU —— — ine a an 
(6) USe a 56 Ib bushel (7) US$ a tonne (8) PSS1, Me a kg (9) S$ a 100 kg (10) US$ a barrel ——— — “* MM neee -— 
(11) BWD, Chittagong/Mongla, US$ a tonne Source: Telerate, International Jute Organisation fOffered rate Source: Telerate, Salomon Brothers 


Economic indicators, selected Asian countries 





















































Australia China Hongkong India 1 Indonesia | Japan Malaysia 
Economic Growth 96 (real) (1) 
1990 i 5 23 4/4) 7 5.6 9.8 
1991 — 2 po 6 2 a>) ae 3.5-4/4) T 7 38 £ 8.6 
International Reserves (5) 
Latest US$16.25b (Sept) US$38.58 (Jul) n.a. US$1.91b (Sept) US$8.47b (Aug) US$69.86b (Sept) US$9.88b (Apr) 
Year earlier — . .. US$15.18b US$254b — ^ à ma US$2.995 — à  US$5680 US$7634b  US$7.74b 
Trade Balance (total merchandise) 
Latest 3 months +US$0.82b (Ju-Sept) +US$2.47b (Aug-Oct) — «US$0.98b (Aug-Oct) — -US$0.59b (May-Jul) «US$1.09bí8) (Jun-Aug) — «US$23.65b (Sept-Nov) -US$0.74b (Jun-Aug 
Previous 3 months *US$1 46b +US$2.43b -US$0.60b -US$0.54b -US$0.15b «US$19.71b -US$1.19b 
Year earlier . . USS03tb -USS295b — — *USP060b — ^  -US$080o — —  US$02Ib —  «US$i24ib o —USS00b — — 
Exports (6) 
Latest 3 months US$10.98b US$18.94b US$27.00b US$3.79b US$7 42b/8) US$83.21b US$8.86b 
"e change previous 3 months +2.0 43 +79 -19.9 +13.8 : , +84 +10.6 
% change | year earlier |. 4109 NL +148 . +18.3 -12.3 +30.9 «6.5 * +21.7 
Imports (7) 
Latest 3 months US$10.16b US$16.48b US$26.02b US$4.39b US$6.33b/8) US$58.56b US$9.60b 
% change previous 3 months «9.8 47 41.6 -AR à AR “44 s 





a a Tokyo rebounds on arbitrage trading a a a New York moves sidewaysaan 
longkong gains in light trading w a a Straits bourses climb on select buyi ing 
E s Jakarta continues to gain strength i in week ended 17 December a at 








Kuala Lumpur Average daily — | Manila Composite index, 1,111.31 
— paca Average daily turnover US$4 4m 
4 Lal seule 1,500 1.180 (Lot sate » | 1,800 | 























New York iat sa) 
3,200 Dow Jones Industrials, 2.902 28 mA Si 1300 1,400 
y Times index, — 
A dail 
2,800 à 27,000 340 — LT öm 1,200 1,200 
2,400 a Un A _260 Indonesia _ . 580 f" Seoul (et scie) —— 1,000 
Jakarta Composite Index, 246.06 Composite Index, 623. 
Average daily Average daily turnover U$$14.3m Average daily Es nan 
—— —-— 180 (Lett scale) ^ .000 400 | 800 
NA Nu PEREL ER JFMAMJJASOND 





AMM Blue Chip Index* 
91.26 (Left scala) 










Average daily 
turnover US$120.3m 
(Lett scale) 


Bt nt 
Taipei 


Weighted Index. 4,400.30 3,000 





New Zealand 
NZSE-40 Capita! Index, 
1,413.50 









World Index 507 9 
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Average daily Average daily turnover 
— US$638 6m US$11.2m ; 
200 Y ai^ 1,000 — = 70 430 
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*Market capitalisation-weighted index of nine Asian bourses excluding Japan, published by Asian Markets Monitor, a REVIEW newsletter, 1 Jan. 1990-100  1©1991 Morgan Stanley Cap 
tja ensi qund inden concen d evor 200 bees io fols — — ic. a Morgan Stanley Capita! International 











Interest rates (%) 

Prime interbank Interbank Interban# 
‘hilippines Singapore South Korea Taiwan Thailand 16 Dec. lendi 1 tht 3 thst 6 th 
5 83 E 5.1 10 — 1250 — 7875 | 
525 657 89 7 7585 Australia — 1250 814069 78S — 75978 
SGT S eens RS E — Britain 1050 — 106875 105625 10375 
JS$2 43b (Sept) US$29.77b (Jul) USg13.o (Sepi) US$75.77b (Aug) US$17.03b (Sept) — — e 
JS$1.00b US$24.79b US$15.89b  US$67.66b  US$12.64b Hongkong — 850 44375 44375 — 46875 


— — MÀ — — — — a ——— — — —— — — — — — 


USS$0.69b (Ju-Sept)  -US$1.61b (Jul-Sept) — -US$1.87b (Sept-Nov) +US$4.51b (Sept-Nov) — -US$2.34b (Jul-Sept) aas- FE 0 NE Aven 
"US$0.68b "US$1.79b “US$2.37b +US$4.29b -US$0.65b 





'USS0.385 -US$17ib  US$240b — USs40tb «USSO07b dapan "G00 

1 **7.00 6.375 6.0625 5.8125 
US$2.29 US$15.12b US$18.94b US$20.64b USS7 48b S Nu ERES yr CAP ges UN o 
68 +48 ee 423 .142 Malaysia 825 79 80 81 
65 +143 188 1156 .268 "racc PORRO ro Ra iit 
-— — — — — — Mew Zealand 1275 8.05 74 . 79 
US$2.98b US$16.73b US$20.81b VOR z7 i Philippines 2300 1925 18375 16875 
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T'was the week before Christmas, and all through the bourses 
The brokers were crowing and stuffing their purses. 

The bonuses up from a good streak of trading 

‘though the lights went out on the old days of raiding. 


And Shroff in his armchair snoozed on through the day, 
Dreaming the dreams of money at play. 


The Lau brothers found '91 not all kind 

And T. Boone and Vince Tan got left in a bind. 

Even Masters of the Universe found themselves cheaper — 
Citi, Morgan and Nat West — all welcomed the Reaper. 


So did the chairmen of Nikko and Nomura 

Both left their offices, rather the poorer. 

Not so their clients whose stockings they stuffed 
Witlt nice little gifts, though their holdings were duff. 


In Jakarta as well, brokers went out in a rage 

Having failed to front rupiahs demanded to trade. 
(Better their fate though than damned Wira Unggul 
Which bounced lots of cheques to beat a dumb bungle!) 


Nor was life erand at benighted James Capel 
Whose London losses have nearly been fatal. 

In a bid to stem red ink, and pay a Bank's ransom 
They finally bedded a sister — Ward Thomson. 


No better, however, was the broker Bank Bumi 

Their record — with charity — was awful and gloomy. 
Their parent itself was thrice almost bust. 

Only Bank Duta could brag more, Shroff truly trusts. 


For all the woes, though, of brokers about, 
^A happy year's trading left tycoons quite stout. 
- ) One star in the east was a man called K. S. 

A Whose wealth, it appears, can never grow less. 


Like Midas, all things he touches turn gold. 
(Except in Canada where the wind rages cold, 
The oil it may gush and gush from the ground 
But as an investment — is Husky quite sound?) 


Closer to home, though, no wrong can he do, 
Even his Pac Concord gamble came through. 
The Laus have made out, and so have the Queks; 
Like manure, K. S., he spreads his largesse. 





The rush to far shores continued apace, 

As all corporate Hongkong ‘waited China's embrace. 
Bermuda, the Caymans, they saw such a swell 

The brass plate makers were busy as hell. 
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"Oh Yes," was the answer — not all found it funny. 
So Wong was forced out — he walked through the doors, 
And straight into Legco, where they make all the laws. 


And Gordon, whose plans too often look funny 
Finally got hold of the sack load of money 

He's needed for years to realise his dreamts 

Of huge super highways, of getting the means 

To solve Bangkok's traffic and give Guangdong power 
And generally build tower-blocks higher and higher. 


For ambition, though, the Kanjanapas! 

They're bulldozing hectares as flat as the pampas. 

They hope Bangkok Land shares will soon tip the scales 
To balance boss Anant, who's big as a whale. 

Bangkok is dusty and crowded with traffic 

But Keeree and Anant still reckon it's magic. 

If developers build all they plan to next year, 

Thai bankers and brokers should tremble with fear. 


Down Singapore way, business was slower. 

The Exchange to deny one and all last year’s clover. 
Hotel Props, uic, Eu Yan Sang planned to list 
Shares the Exchange thought best to dismiss. 

It left their exchequers with big holes to fill: 
Bottom-line numbers turned from shrimp into krill. 


Oei found Sing Land too large to digest 

So he palmed it to Anthony who flogged the Taos’ best. 
Then off to Pyongyang via Hongkong he flew 

To do something strange and really quite new. 

A North Korean bank could be quite the boon 

Not least by financing the Reverend Moon. 


Down south, taxmen went after chaebol this year, 
For Hyundai's boss Chung, it could only mean tears. 
After steadfastly refusing to stump up a won 

The taxman got nasty, and Chung Ju-yung’s gone. 


In KL this year was a grand title fight 

For Mul — it lasted all day and all night. 

The debt-loaded Tan gave it all that he'd got 

(Which considering the debt, ain't a whole lot). 

Khoo prayed to the Lord for divine intervention. 

God may have deep pockets, but it's still in contention. 


From exile's far shores, to a secret home landing 
The cool taste of beer was all that wooed Danding. 
San Miguel shares are now within rein 

Will Andy and Edward head off back to Spain? 
Even by walking, they'd get there much faster 

Than Lim and Coyiuto could agree on who's master 
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SNIMBAS, the Netherlands Institute for MBA Studies, will enable you to 


acquire the prestigious Bradford MBA degree in the Netherlands 


WNIMBAS does this through a partnership with the University of Bradford 
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INIMBAS offers an MBA-degree which is tailor-made for today's 
Euro-managers 


WHY STUDY FOR 
THE BRADFORD MBA IN THE NETHERLANDS? 


As a small nation, with an open economy and an exceptional know- 


ledge of foreign cultures and languages, the Netherlands has acquired 


through centuries of experience a great reputation and expertise in 
international business and trade. Against the background of Europe 
1992 the Netherlands is the most dynamic business environment in 
which to study for your MBA degree 


THE NIMBAS-BRADFORD MBA Is GEARED TO: 
we Managers with a university or good polytechnic degree and at 
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The International MBA is a 13-15 
month programme for English- 
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developing entrepreneurial skills 
which can be applied in the global 
marketplace, 


The degree is taught in associa- 
tion with the Ecole Nationale des 
Ponts et Chaussees (ENPC) 


World-wide Options 
Participants choose EUROPEAN 
AMERICAN, PACIFIC BASIN or 
COMMONWEALTH Options 


International Study 


Candidates study in Bristol and 
Paris, with programmes and 
professional experience abroad 


International Faculty 
Teaching staff are drawn from a 
roster of outstanding profession- 
als and entrepreneurs from 
around the world 


Multinational 
Environment 
Students are drawn from a wide 
variety of backgrounds and 

nationalities, 


Entrepreneurial 
Approach 


Each student builds a curriculum 
based on personal professional 
objectives within the overall 
framework 


For brochure and application form, 
contact Pam Sheppard, Gradu- 
ate Course Secretary, Centre for 
Social Management at SAUS, 
University of Bristol, Rodney 
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E. T., phone home 


sk people to list the most frustrat- 
ing electronic gizmos and it is a 
safe bet that answerphones will 
come close to the top of the list. 
Tapes run out or break, and to find the 
important messages on them involves fast 
forwarding through the unimportant ones. 

The ideal technique would be to skim 
through messages quickly, skipping the 
uninteresting ones, then listening to the 
important messages repeatedly without 
having to rewind. In other words, it would 
be good to have the same functions on an 
answerphone that are available on a com- 
pact disc player. The solution is at hand, 
for answerphones are going digital, like 
record players did a few years ago. 

Asian firms have already begun selling 
digital answerphones. Singapore-based 
PhoneMate was the first, with a product 
for the US market. Next came Japan's con- 
sumer-electronics giant Sanyo with cord- 
less versions for the domestic market. They 
will soon be followed by offerings from 
makers in Taiwan, Hongkong, and 
elsewhere in Asia. 

Asian manufacturers account for 
the lion's share of the 27 million 
answerphones that will have been 
shipped worldwide this year. All 
but a tiny fraction of these contain 
analog tape recorders. But by 1993, 
when some forecasters reckon the 
market will have grown to over 37 
million units, one in three 
answerphones will be digital. 

The principal beneficiary of the 
rapid shift from analog to digital 
will be the semiconductor firms 
which supply phone makers with 
the chip sets that replace tape re- 
corders. One firm in particular is a 
small Silicon Valley-based firm called DSP 
Group that has made dealing with digital 
speech its speciality. 

DSP stands for digital signal processor, a 
special-purpose chip that has been de- 
scribed as a microprocessor with a one- 
track mind. The number of things a DSP can 
do is very limited, but it does those things 
very quickly indeed. 

DsPs were originally developed for 


development of applications. 

Texa Instruments (TI) took up the torch 
and dic the necessary missionary work. 
The result is that today, the Dallas-based 
firm's share of the DSP market is around 
60%. T! is primarily interested in selling 
chips, but what customers really want is 
solutions. This is where DSP Group comes 
in. Despite the name, the firm does not 
make Dsrs (or any of its own chips), pre- 
ferring rather to purchase them from TI. 

DSP Group excels at algorithms. That 
is, software programmes designed to carry 
out a specific function, such as speech 
compression. Etched on silicon and packed 
in plastic, algorithms become a black box. 
They save customers from the time-con- 
suming chore of having to write their own 
software, leaving them free to concentrate 
on how to design digital functions into 
their products. In a market characterised 
by ever-shortening product cycles, a black 
box can be a big boon. 

The chip sets that DSP Group sells to its 





The answer to answerphones. 


answerphone customers consist of four 
components: a codec, which converts voice 
signals into digital form for processing, 
then back into analog so that you can hear 
the results; a custom-made interface chip; a 
DSP; and some memory. 

The memory can be as big as required: 
10 minutes’ worth of message storage is 
probably enough for home use, while of- 


tices might need 20 minutes or more. To 
"B m ie 2 


ponents needed to operate a tape-t 
answerphone. Because they have no | 
ing parts, chips are more reliable. An 
cause they are tiny, they can be integ 
into the telephone handset itself. 

But in order to sell large numbers i 
Japanese market, chips must also be cl 
DSP Group sells its chip sets in high 
umes for US$18-25 each. The comp, 
first Japanese customer was Sanyo. 
Osaka-based firm now sells di 
answerphones in two versions. The 
has sold about 30,000 units in just o 
year at Y68,000 (US$525) each; the sex 
a cordless handset-only type, has shi 
20,000 units at Y56,800 (US$435) in its 
five months on the market. 

A number of other well-known 
nese firms have products, based o1 
DSP Group's chip set, about to con 
market, according to Allan Barkat, a 
ecutive at the firm's Japanese subsic 
Barkat says that his company conduct 
of its worldwide business through it 
kyo office, a ratio which puts 
Group in à unique position for 
semiconductor company in Jay 

The firm was founded in 
Still privately held, its prin 
backers include eight Japanes 

vestors, mainly financial in: 
tions. Like several other comp 
that specialise in the high-s 
juggling of digital data, DSP G 
performs much of its research 
development in Israel. Tc 
thanks to the excellence of its 
rithms, the firm finds itself toy 
in a market that is reckoned 
growing at a rate of more thar 
a year (at a time when most 
chip markets are flat or are gro 
very slowly). 

Over the next couple of years, 
Group sees several bright new ma 
opening up for its expertise. One is d 
cellular phones, standards for which 
already been set in Europe and Japan. 
phones will need DsPs to clean up | 
mission quality and compress data in 
to expand line capacity. (Compressi 
also used in digital answerphones, to 
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LETTERS 


ontradiction 

ne expects to read original material in the 
WEVIEW. | was therefore surprised to see 
wat you chose to republish Lawrence 

fschultz's story on Pakistan having been 

conduit for Israel's arms to Iran [The 
wontra sideshow, 19 Dec. '91]. 

It is interesting to note that all the 
akistanis mentioned by Ari Ben-Menashe 
» having been responsible for the alleged 
akistan-Israel connection were dead 
‘fore he chose to make this revelation. 
Jead men can't contradict anything," 
may have been the dictum behind giving 
1t the story at this stage. Lieut-Gen. Fazle 
aq, former governor of North-West 
wontier Province, was assassinated only 

few days before Lifschultz first wrote 
Jout Ben-Menashe's preposterous allega- 
sons. 

The REVIEW’s normally high standards 
'ere also not upheld by Salamat Ali in 
Ms article Opponents beware in the same 
sue. 

Salamat Ali claims that an attempt of 
mediation” between President Ghulam 
.haq Khan and opposition leader Benazir 
hutto was initiated by the ruler of Abu 
Phabi. 


TO THE 


He does not, however, name the media- 
tor or hint at his rank or status. The fact 
is that no emissaries of the President of 
Pakistan have travelled to Abu Dhabi, or 
vice versa, over the recent past. Pakistan's 
friends in the Arab world are very dear to 
us but they do not venture to offer media- 
tion over domestic political matters, nor do 
they need to. Like us, they understand any 
political reconciliation that has to take place 
in Pakistan must, and can, be handled by 
Pakistanis. 

It is also unfortunate that your corre- 
spondent based his entire story about the 
alleged gang rape of Bina Hayat on her 
father's statement without even mention- 
ing the government's position on the mat- 
ter. Prime Minister Nawaz Sharif's gov- 
ernment has said it would punish anyone 
found guilty of the crime, but the crime 
would have to be proven through the legal 
process and not by press conferences. 

The refusal of the victim's family to co- 
operate with the High Court judge inves- 
tigating the matter reflects the political na- 
ture of the campaign on the issue. 

HUSAIN HAQQANI 
Press Assistant to the 


Islamabad Prime Minister of Pakistan 


Your global business interest 
is best realised in India.... 


The CAPFXII Gountrv. 





EDITOR 


Dangerous neighbour 

Thank you for the highly convincing 5T 
COLUMN by Muthiah Alagappa [Cor 
fronting the SLORC, 28 Nov. '91] o 
Asean policy towards Burma. One cou! 
add two further reasons to those he lists : 
to why it is in Asean's interest to act on th 
Burma issue. 

Recent reports suggest the military dis 
tatorship in Rangoon is now heavily it 
volved in drug trafficking in order to pa 
for arms supplies from China. It has als 
encouraged heroin addiction among et! 
nic groups, resulting in a serious AIDS ep 
demic which could become worse than th; 
in Thailand. Such an eventuality is hard] 
in the interests of Burma’s neighbours. 

On the other hand, the recent Camlx 
dian experience has shown that only n: 
tional reconciliation and the democrati 
process can begin to turn a "battlegroun 
into a market place." In this regard, ho 
long will Bangkok continue to allow Thi 
medium- to long-term economic interest 
be sacrificed to the short-term gains of 
few business and military figures out fc 
quick profits through dealings with th 
Rangoon dictatorship? 

Of course, some Asean leaders will cit 
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DIGITAL HELPS 
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“Few in the steel industry would have thought 





it possible. But in little more than 20 years, our 
company has become the world’s third-largest 
steelmaker. Digital's open networking systems and 
services have been an essential part of our 
phenomenal growth ever since the early days,” said 
Lee Sang-Gil, General Manager of Computer 
System Planning, Pohang Iron and Steel Co., Ltd., 
Korea. 

"Digital knew what we wanted, and together 
we designed a system that has made POSCO a 
symbol of Korea's economic success. Digital's NAS 
(Network Application Support) open computing 


products and services helped us integrate 40 





for all aspects of our business—from management 
and finance to steel production. 

“With complete control over manufacturing 
operations, our steel productivity and quality have 
exceeded our expectations. Whats more, Digital's 
flexible approach to our computing needs means we 
can expand our operations as and when we like." 

Digital’s computing solutions open your 
company to a world of choices you never thought 
possible. You can optimize your investment by 
integrating new and existing systems, data and 
applications. And our unique NAS products give you 
the assurance that solutions put in place today will 
work superbly with ones developed in the future — 
whatever industry you're in. 

For further information, write to Digital 


Equipment Corporation, Marketing Department, 20/F 


Fleet House, 38 Gloucester Road, Hong Kong. 
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ma's domestic affairs as a rationale for their 
lack of action. But who are really interfer- 
ing? Those who merely request the meet- 
ing of a parliament freely elected by the 
Burmese people and the installation of a 
government supported by 82% of those 
voters? Or those who through their benign 
neutrality or dubious business dealings 
enable a dictatorial regime, devoid of 
popular support, to stay in power? 

Paris Dr DAVID CAMROUX 


Offensive language 

Dale Bay's letter [5 Dec. '91] is totally off 
the mark in belittling John Lee's complaint 
that Denise Chai's use of the word "Cho- 
sen" [China's Chosen people, 7 Nov. '91] 
s "offending usage." It is a fact in South 
Korea today that use of this Japanese word 
is offensive in the extreme. 

Bay's arguments, while built upon 
sound academic linguistic and ortho- 
graphical premises, do not speak to the is- 
sue of why Koreans are highly offended 
by being referred to as “Chosen,” the rea- 
sons being historical rather than linguistic. 
The term "Chosen" was the Japanese pro- 
nunciation for "Korea" before the estab- 


lishment of the present political entities in 


South and North Korea, and was used as 
the official name of Korean territory under 
their brutal 35-year occupation, thereby 
tainting the word with i images of that tragic 
period of Korean history. 

During Japanese rule, the term Chosen 
gin ("Korean people" in Japanese) took on 
an even deeper meaning, symbolising the 
Japanese colonial rulers' denigration of 
Koreans as a race and their culture. 

This negative reaction to the word 
"Chosen" is perpetuated in films, televi- 
sion dramas and publications on the occu- 
pation period, with the Japanese occupiers 
depicted spitting out the phrase with 
venom, indicating their disdain for the Ko- 
rean people. Japanese who now visit Ko- 
rea are generally sensitive to this and are 
careful, when speaking in Japanese with 
Koreans, to use "Kankoku" rather than 
"Chosen" when referring to South Korea. 
The difference between Cho ser and Cho 
sun is clearly far from trivial. 

Seoul PETER E. BARTHOLOMEW 


Poverty trap deepens 

The article on the plight of the urban 
homeless in Manila [Down in the dumps, 
17 Ort '911 failed to nate that nroerammes 





the principle of non-interference in Bur- 


not, in the short- or long 





women to save enough money tc 
themselves and their families out o 
abyss in which they find themselves. 
Perhaps, as the Philippine Social We 
fare Secretary Pardo de Tavera observed i 
the article, everyone has found a job. Or 
might also observe that jobs are not home 
geneous and that a population earning ju: 
enough money to cover its basic neec 
cannot realistically finance economi 
growth. Unless poverty alleviation projec 
address such issues, they will be doome« 
like so many other development scheme 
to irrelevance. 
Montreal, Canada 





MARIAM S, PA 


Genetic trait 
The article on leprosy [Ancient and mo 
ern scourge, 28 Nov. '91] is a bit behin 
the times. For example, the reasons wh 
only 1-5% of the population in endemi 
areas — and only 2-596 of spouses of pi 
tients — develop the disease, are not at a 
unclear. It had been suspected for a lon 
time that susceptibility to leprosy is largel 
a genetic trait. Many studies over the year 
have accumulated evidence for this, an 
the final confirmation, by purely statistics 
methods, came in 1989 when an analysis 
family data from Desirade Island in th 
French West Indies was published. 
While the project in Kuningan is. n 
doubt valuable, it is not that innovative 
"Social marketing techniques" have b 
common in handling leprosy for m 
years. If adoption of multi-drug therap 
has been slow, it is mainly because of lac 
of funds — and a pilot project is not likel 
to change this. Prof. KLAUS KRICKEBER. 
Paris University of Par. 





















Comparative disadvantages 
Bill Goodwin [LETTERS, 12 Dec. '91] judge 
Rodney Tasker’s TRAVELLER'S TALES fror 
Phnom Penh [5 Dec. ’91] misguidedly. On 
could return each of his questions. Wouli 
it not be nice to walk to work in Bangko 
without having a thoroughly unpleasar 
and health-endangering experience? F 
can one be so sure that a Bangkok tu 
driver's fate is that much better. th: 
of a Phnom Penh pedicab driver 
dustrialisation exacts as high a hu 
in Bangkok's sweatshops as in Sa 
Seoul's, or, as it once did, in E g 
“dark Satanic mills." 
Moreover, it is spurious to. i 
that nallition in Los Aneeles. Honokane 
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The break-up of the Soviet 
Union has created a 
political and economic 
vacuum which the 
successor Commonwealth 
of Independent States will find hard to 
fill. The collapse of the old order has 
created a euphoria of freedom, but has 
also removed the earlier cosiness of 
mutual economic dependence. Even as 
the former Soviet empire faces its 
bleakest winter, the developed Slavic 
states have relative advantages. But 
the worst off will be the five Central 
Asian republics who will now have to 
fend for themselves and create new 
internal structures and fresh alliances 
abroad, according to Ahmed Rashid 
who spent several weeks recently 
visiting the region. Shops there are 
empty; inflation is rampant; the rouble 
is worthless and hard currency is 
scarce. Despite some initial steps on 
economic reform, Central Asians have 
little knowledge of market economics, 
complicating the job of attracting 
foreign investors, reports Sophie 
Quinn-Judge from Moscow. Muslim 
Iran, Turkey and Pakistan have 
entered the game of foreign rivalry in 
Central Asia. Compounding the 
economic woes are ethnic conflicts and 
the rise of Islamic fundamentalism in 
Central Asia. Meanwhile, China feels the 
. chill wind of ethnic nationalism and an 
. Islamic upsurge across its border with 
Central Asia 13 
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Reluctant Candidate 


With the situation in Cambodia showing 
signs of unravelling, UN diplomats are 
close to despair over their inability to 
appoint a special representative to 
oversee the peace settlement. Many 
regard the lack of a strong UN presence 


in Cambodia as one reason why the 
2394909 «7L Thar mta tha 


werner 4» 1*3» 


Regional Affairs 


Indonesia : East Timor 

A government inquiry into the East 
Timor killings pins some of the blame on 
the army, which may be enough to 
satisfy foreign critics 8 

China : Executions 

Recent executions in China of three 
Hongkong men for smuggling raise a 
controversy over a proposed extradition 
treaty between Hongkong and Peking 9 


Korea : Nuclear Pact 

An accord aimed at banning nuclear 
weapons from the peninsula signals that 
North-South relations are on a new path 
towards peace and reconciliation 10 


Cambodia : Peace Under Threat 
Unbridled corruption by government 
officials and a political power vacuum 
threaten to derail the peace process and 
spawn chaos 11 


Foreign Relations : Burma- 
Bangladesh 

The outbreak of hostilities on 
the border with Bangladesh 
may help the Rangoon 
regime to distract Burma’s 
population from problems at 
home 21 


Malaysia : Press Ban 

The sudden banning of a 
low-budget tabloid raises 
questions about the 
government's motives and 


Cambodian peace process has said he 
does not want the job, for domestic and 
financial reasons. Against this, the 
permanent five members of the Security 
Council, Asean countries and Japan are 
wringing their hands over the possible 
fate of the Cambodian peace plan should 
a representative with no experience in 
the country, or knowledge of the key 
players, be chosen as a compromise. 


Voice of the People 
Small groups of protesters gathered 


anteide Vietnam’c National Accembhiw 





the publication’s political links 21 


Australia : Economic Cure 

The new government of Prime Ministe! 
Paul Keating gets down to the task of 
pulling the country out of what some s 
as its worst recession in 60 years 22 


New Zealand : Election 

Next month's by-election resulting fron 
the retirement of former prime ministe! 
Muldoon could see gains for a new 
alliance of smaller parties 24 


Vietnam : Carrot and Stick 

Hanoi's aid-hungry communists soothe 
Western human-rights groups while 
coming down hard on potential domes 
threats to the party's monopoly on 
power 24 


India : Kama Sutra 
The marketing of a new brand of 
condoms starts a controversy involving 





Too great a burden (22). 


communist party, indicate growing 
domestic discontent with the 
government's failure to rein in corrupt 
officials. Many of the protesters are 
believed to have come from the home 
province of Ho Chi Minh, communist 
Vietnam's founding president. 


Conference Catch 

Asean countries have been invited to a 
coordinating conference in the US of 
potential donors to the newly created 


Commonwealth of Independent States 
Attendanre at the maatina to he held 


welf-appointed culture purists and 
"vould-be starlets 25 


 aiwan : Elections 

_ast month's elections to the National 
‘Assembly strengthen the liberals in the 
‘Kuomintang and defuse the 
independence issue 28 


rts and Society 


wdia : Profile of a Writer 

When he was 24, Firdaus Kanga decided 
he only choice for a wheelchair-bound 
indian with a bone disease was to 
»ecome a writer. He has been writing 
ith success ever since 30 


am : Tall People 

ply put, the Japanese are getting 
»igger and everything from the size of 
»chool desks to the length of a futon has 
»een affected. Advertisers, of course, 
mave been quick to cash in on the Big 
3oom 30 


Susiness Affairs 


"rade : Gatt 

-he future of the 108-nation world 
wading system hangs in the balance, 
ith arguments over farm subsidies 
reopardising a successful conclusion of 
the Uruguay Round of talks 34 


Malaysia : Industry 

^ recent crackdown on the country's 
op motor insurer has highlighted 
»olvency problems afflicting the whole 
ndustry 36 


about moves to redefine economic 
actors which govern the amount of 
‘oncessionary aid and trade countries 
eceive, Western sources doubt whether 
Asean- will attend. 
Swiss Face-saver 
“hinese Premier Li 
'eng, on his 
orthcoming 

european tour in 
'ebruary, will visit 
»witzerland to 

ddress the nons 
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Japan : Policies 

Prime Minister Miyazawa, in his first 
budget, fails to deliver a hoped-for boost 
to the economy 37 

Lending curbs lifted 37 


Trade : New Zealand 
Wellington tries to cast off other people’s 
cast-offs 38 


China : Investment 

The first shares to be issued to foreigners 
for 40 years are snapped up, despite 
worries over weak legal and accounting 
safeguards 39 


Philippines : Industry 

The stockmarket watchdog has cast a 
cloud on National Steel Corp.'s 
expansion plans by holding up approval 
of a share issue because of an ownership 
dispute between the government and the 
Jacinto family 40 

Burning obsession 40 


Trade : Japan-EC 

Taking a leaf from the US' book, Europe 
threatens tougher trade action against 
Japanese goods 42 


Singapore : Policies 

Two arrests and new disclosure rules 
signal even stricter scrutiny of business 
behaviour by the authorities 42 


India : Banking 

Sweeping reforms recommended by a 
government-appointed commission have 
a good chance of being implemented 45 
Selling the silver 45 


Northern Europe, where governments 
have so far snubbed him. His tour 
includes Italy and Malta. 


Fingering the Foreigner 
Japan's National Police Agency and the 
Ministry of Justice are quarrelling over 
the fingerprinting of foreign residents. 
During South Korean President Roh Tae 
Woo's visit to Japan in January 1991, 
Tokyo promised to replace 
fingerprinting with other means of 
identification of foreign residents within 
hamn vears Fingernrintine not recoired 
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Japan : Companies 

Having had to abandon share-flotation 
plans in 1991, Japan Railways hopes to 
try again in 1992 46 

Thailand : Projects 

The government introduces rules to try 
to keep major projects free of political 
influence 47 


Regular Features 
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Aung San Suu Kyi's collected essays 32 
East Timor's “hidden history" 33 
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Microscopic machines 54 
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Hongkong; Malaysia 52 


Stockmarkets 51 
Traveller's Tales 29 


police, concerned with the rising rate of 
crimes by foreigners, argues that its job 
will be made more difficult without 
records of fingerprinting of foreigners. 


Final Deadline 


A Ffr 100 million (US$19.43 million) 
French Government grant to finance the 
modernisation of the telephone system 
in Chittagong may lapse because of 
delays in decision-making by Dhaka. 
The grant was originally set at Ffr 70 
million in March 1990, but Paris later 
acreed ta nrewide a further Ffr AD 
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harto replaces senior army officers over East Timor killings 


Burden of blame 


ly Adam Schwarz in Jakarta 


ndonesia has moved forcefully to stem 

the damage to its international stand- 

ing caused by the killings of Timorese 

youths on 12 November in the Fast 
imor capital Dili. By pinning some blame 
x the massacre on the army, Jakarta is 
Imost certain to take the wind out of 
fforts by some countries to restrict aid and 
ivestment flows to Indonesia, political 
nalysts said. 

In an advance report, an independent 
ommission said on 26 December that sol- 
iers used "excessive force" against inde- 
endence-seeking demonstrators and esti- 
|1ated that "around 50" had died in the 
icident, a figure well in excess of the army 
illy of 19. 

Two days later, President Suharto, in his 
apacity as armed forces commander-in- 
hief, replaced the two most senior officers 
vith direct operational authority over East 
imor, the former Portuguese colony an- 
exed by Indonesia in 1976. Suharto also 
rdered army chief of staff Edy Sudrajat to 
et up a new commission to determine 
vhether any military personnel should 
ace charges in a military tribunal and told 
wmed Forces (Abri) Commander Try 
utrisno to make efforts to locate Timorese 
till unaccounted for. 

The strongly worded report of the na- 
onal investigating team (KPN) and Suhar- 
's quick follow-up action was a surprise 
» many Indonesian analysts and foreign 
iiplomats. Public criticism of the army has 
arely been heard in Indonesia during the 
4-year rule of Suharto, himself a retired 
eneral. 

Senior government officials close to Su- 
arto said the president was genuinely an- 
ry at the army's actions in East Timor. 
‘abinet Secretary Murdiono said Suharto 
astructed the KPN to release its advance 
eport to the press immediately after it re- 
'orted to him. "Make sure what happened 
1 Dili doesn't happen again," Murdiono 
uoted Suharto as saying. 


Cuore alli! caanlesntn « 
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The army had earlier defended soldiers 
involved in the 12 November incident, 
saying they fired in self-defence after being 
provoked. Many eyewitnesses, however, 
said the army opened fire on a crowd of 
about 2,000 without provocation and with- 
out giving warning, killing as many as 100 
or more. 

Three countries — the Netherlands, 
Canada and Denmark — suspended their 
aid programmes to Indonesia and others, 
including the US and Japan, said they 
would consider similar action if the KPN 
team gave blanket support to the widely 
contradicted official version of the incident. 
Continued flows of foreign aid are crucial 
to Indonesia's near-term economic pros- 
perity. In the 1991-92 budget, for example, 
foreign aid makes up more than one-fifth 
of total government receipts. 

Most foreign governments have yet to 
respond officially to the KPN findings but 
many Jakarta-based diplomats praised the 
report. "Indonesia has gone its part of the 
mile, said one Western diplomat, refer- 
ring to the steps considered necessary to 
forestall further political 
or economic sanctions. 
The KPN will deliver its 
final report to Suharto in 
one or two months but its 
conclusions are not ex- 
pected to change. 

"The advance report is 
reasonably good and at 
the moment we see no 
need to do anything dras- 
tic. But we will continue 
to observe the follow-up 
measures closely," said a 
senior Japanese official. A 
US State Department 
spokesman called the KPN 
report "serious and re- 
sponsible." 

Countries that had 
suspended aid to Indo- 
nesia did not immediately react to the KPN 
report but they are expected to resume aid 
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Panjaitan: sacked. 


criticised from both within and outside tl 
army. Some believe his performance ma 
damage his chances of becoming Indon 
sia’s next vice-president. 

One of the officers replaced by Suhar 
was Brig.-Gen. R. S. Warouw, 48, the ti 
military commander in East Time 
Warouw, who was not implicated by tl 
KPN in the 12 November incident, has bes 
widely praised for taking a more modera 
approach to Timor’s small secessioni 
movement than his predecessors. Ea 
Timor Governor Mario Carrascalao calle 
Warouw the “best military command 
East Timor has ever had.” But his replac 
ment was not entirely unexpected eithe 
since he was the senior officer on tl 
ground. 

More surprising was the sacking 
Maj.-Gen. Sintong Panjaitan, Warouw 
immediate superior and the commandii 
officer of the Bali-based Udayana milita 
district which has responsibility for Tim« 
Panjaitan is highly regarded within tl 
army and was said to be a candidate for 
top army post. 

Both replaced genere 
are close to defence mi 
ister and former Ak 
commander Benny Mv 
dani, military analys 
say. Both were quoted 
saying they bore ultima 
responsibility for the 
November incident ar 
accepted Suharto's de 
sion to replace them. 

On 30 Decembe 
Sutrisno said Maj.-Ge 
H. B. L. Mantiri, wl 
served as military cop 
mander in East Tim 
from 1986-88, would 1 
place Panjaitan, and Bri; 
Gen. Theo Syafei wou 
replace Warouw. He d 
not say when the chang 
would take place. Mantiri, like Panjaitar 
well-regarded officer, is currently assista 
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'ould be brought against soldiers 
ivolved in the 12 November inci- 
ent. 

The army, using the KPN team's 
onclusions and its own inquiry, has 
lid it will review its policy towards 
ast Timor. It will be some time be- 
we this review is completed but 
olitical analysts said the govern- 
rent would likely take a two- 
ronged approach. On the one hand, 
idonesia will step up development 
»ending in the province and lean 
n private conglomerates to provide 
ibs to Timorese. 

Secondly, the army is expected to 
ike a harder line against Timorese 
'ho continue to resist East Timor's 
itegration into Indonesia. "The message 
' troublemakers will be: if you play foot- 
e with us, we will crush you,” said a 
nior foreign office official. Some in the 
rmy blame Warouw's "softer" approach 
! East Timor for allowing the independ- 
nce-minded Fretilin guerilla group to 
enerate support from unemployed 
imorese. 

The KPN concluded that Fretilin had 
iken advantage of a memorial procession 
wough Dili to instigate a demonstration 
zainst integration. It said the demonstra- 
xs had provoked the army by "shouting 
nti-Indonesian slogans, glorifying Fretilin 
ader [Gusmao] Xanana and ridiculing the 
‘curity apparatus . . . and had created a 
isorderly, wild and unruly atmosphere." 

"As the tense atmosphere reached a 
»iling point, started by the stabbing of an 
"med forces officer, . . . the security per- 
mnel perceived a threat to their arms and 
' their safety [which led to] a spontaneous 
‘action to defend themselves, without 
»mmand, resulting in excessive shooting 
: the demonstrators,” the report said. 

The KPN report also said a small, uni- 
entified group, "acting outside of any 
ymmand or control, also fired shots and 
eat demonstrators, adding to the casualty 
|I" The investigating team concluded 
iat the incident "was clearly not an act 
rdered by the government . . . or the 
"med forces" and described it as "a trag- 
ly which should be deeply regretted." 

The commission criticised the army for 
ot using proper riot-control procedures 
id said soldiers’ actions "exceeded ac- 
'ptable norms." It concluded that “around 
J' had died while the number of 
'ounded exceeded the 91 reported by the 
‘my. It also said about 90 others were still 


t ' 3.9.4 


Santa Cruz cemetery: the killing g 





E T 
round. 
The report made no mention of the Catho- 
lic Church, which in the past has been ac- 
cused of supporting Fretilin sympathisers 
by some in the armed forces. 

On the civilian side, Suharto has in- 
structed Attorney General Singgih to pros- 
ecute any demonstrators who broke the 
law. On 17 December Singgih said there 
were still 32 Timorese under detention in 
Dili for their role in the demonstration. 
Singgih said eight are likely to be charged 
with subversion, which carries a maximum 
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penalty of death. Y 

Leaving aside the description 
provocations by demonstrators, t 
KPN report differs from the earli 
army version in a number of signi 
cant details. Outwardly, the arn 
has welcomed the report and e 
plains the differences as an “updi 
ing” of information. But there a 
also signs that the army is concern 
that its credibility will suffer. 

Many wonder how the army w 
explain the difference between t 
death tallies of 19 and around * 
Some of those wounded at the Sar 
Cruz cemetery in Dili, where t 
shooting took place, may have « 
caped and died elsewhere. But it 
unlikely that many of the mortally woun 
ed would have been able to get away. 

That means either the army covered 1 
this information or soldiers did not re[x 
the truth up the line of command. "The 
are a lot of questions being asked abo 
[the army's] competence," said parliame 
tarian Marzuki Darusman. Whether the 
questions ultimately lead to a reassessme 
of the army's central role in Indonesi 
political life remains to be seen, anoth 
political analyst said. 
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CHINA 


Ultimate response 


hree Hongkong men were among 

i four smugglers executed in Shen- 

zhen, China, on 26 December in the 

most severe handling of such an offence 

since Guangdong officials declared a 

crackdown on cross-border smuggling 10 

years ago. Chinese courts slapped heavy 

sentences on four other Hongkong men for 
smuggling and bribery. 

The executions come at a time of in- 
creasing criticism from Hongkong of ap- 
parent collusion by Chinese officials in 
smuggling operations. They also fell on the 
same day that a Hongkong man was re- 
leased from a Chinese prison after serving 
10 years for political crimes. 

The public trials and executions come 
amid talks between Hongkong and Chi- 
nese officials over an armed confrontation 
between police officers of both sides during 
an anti-smuggling operation in Deep Bay 
on 19 November. Secretary for Security 


been carried out for 25 years. In Chir 
capital punishment is imposed even f 
economic crimes. 

Soon after the executions there were r 
ports that the Sino-British Joint Liaise 
Group would soon be discussing extrac 
tion arrangements between Hongkong ar 
China. Earlier in the month a Hongkor 
official told Legco that the government w 
considering such an agreement, on tl 
basis of the standard protections: that tl 
person was accused of an offence con: 
dered a crime in both places; that clear e 
dence existed; that the person would n 
be prosecuted for an entirely differe 
crime once extradited; that persons wou 
not be surrendered for "offences of a p 
litical character" and that capital punis 
ment would not be imposed. 

Relevant to the extradition discussi 
was the release of a Hongkong reside 
who had served 10 years in prison in Chii 
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Vuclear deal paves the way to peace 


Unity of purpose 


y S Shim Jae Hoon in Seoul 

he signing of a historic declaration 
T intended to rid the Korean penin- 

sula of all nuclear weapons has re- 
iforced perceptions that Pyongyang and 
eoul are at last moving into a period of 
ieace and reconciliation. The draft accord 
eached on 31 December after a marathon 
even-and-a-half hours of talks at the ar- 
uistice border compound of Panmunjom 
omes hot on the heels of a wide-ranging 
on-aggression agreement reached be- 
ween the two sides earlier in the month. 

But the declaration on the nuclear issue 
)ked more like a statement of principle 
nan an agreement with strong binding 
ower. Shortly after the official 
nnouncement of the signing, 
nere was some confusion as to 
vhat it could really achieve in 
arcing the North to open up its 
ecretive nuclear-development 
acility for outside inspection. 
mportantly, a crucial "under- 
tanding" reached between the 
wo sides has been kept out of 
he declaration. 

The declaration bans pos- 
ession or development of nu- 
lear weapons as well as nu- 
lear-reprocessing facilities and 
iranium-enrichment techno- 
;xgy. To effectively police their 
clear efforts, North and 
outh Korea have agreed to set 
ip a Joint Nuclear Control 
lommission which would handle the in- 
pection of sites coming under suspicion. 
‘he commission will be launched one 
nonth after the declaration comes into 
orce and will decide on which sites to 
nonitor and how this would be done, ac- 
ording to the signed draft. 

South Korean negotiators said the final 
lraft will be signed by the prime ministers 
f North and South Korea at two more 
neetings on 14 and 21 January at 
'anmunjom. It was unclear why these ad- 
litional meetings are required. 

Official South Korean sources said that 


m 
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tional on Pyongyang signing the nuclear- 
safeguards agreement with the IAEA. 

While this key clause does not appear 
in the declaration it forms the basis of the 
pact's successful conclusion, members of 
the South Korean delegation maintained. 
North Korea has regarded the ending of 
the US-South Korean military exercise as a 
key demand while Seoul has insisted on 
Pyongyang unconditionally signing the 
IAEA inspection agreement. [t now appears 
that the two sides have agreed to leave 
these key demands unmentioned in the 
declaration, to be kept as a private under- 
standing. 

Officially termed the Joint Declaration 
for Denuclearisation of the Korean penin- 
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sula, the six-article document will come 
into force after being formally exchanged 
following respective ratification. The for- 
mal exchange is expected in Pyongyang on 
19 February at the sixth round of talks of 
prime ministers of the two sides, South 
Korean officials said. 

The successful conclusion of the two 
agreements within a matter of weeks fore- 
shadows a great deal of change in North- 
South relations in 1992. The pact earlier in 
the month committed North Korea to ne- 
gotiate directly with the South on a number 
of points, including replacement of the 
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Panmunjom: nuclear threat to b península may have ended here. 


year. In the face of economic hardshi 
worsened by a food shortage, Kim is se 
to have no alternative but to look for 
symbolic breakthrough in relations wi 
the richer South, according to many poli 
cal commentators, 

Roh apparently wants Kim to ta 
credit for such an initiative to allow t 
North Korean leader to smoothly compl 
the current power transition to his son Ki 
Jong Il, now the second-ranking memb 
of the politburo. The signing of the decl 
ration came a week after the 24 Decemb 
announcement that the 49-year-old heir h 
been promoted to supreme commander 
the North Korean army. The news signifi 
that the power transfer may be nearii 
completion. 

The rise of the younger Kim is acco 
panied by signs of cautious econor 
reform slowly emerging in North Kore 
Pyongyang has passed a new law d 
signed to attract foreign capital and tec 
nology with offers of tax holidays a! 
other benefits at free economic zones c 
signated in Najin. And it is taking strong 
initiatives to attract direct tra: 
and investment from Sou 
Korea by inviting businessm 
such as Kim Woo Choon 
chairman of the Daewoo bu 
ness group, to visit. In an « 
traordinary show of respect I 
the South Korean busine 
community, the invitation w 
signed by the State Admin 
tration Council, the North K 
rean cabinet. 

Externally, the progress « 

denuclearisation lifts the Nor 
— from the nadir of internatior 
— isolation, providing fresh ii 

* petus to the ongoing talks wi 
Japan for economic aid ai 
normalisation of relations. 
effect it allows the North 
quietly drop — without losing face — 
impractical policy of talking directly w 
Tokyo and Washington over Seoul's hes 
analysts say. Pyongyang has virtually cc 
ceded it needs to warm up to Seoul fi 
before trying to get access to Japan and t 
US. In Tokyo, Japanese officials have w 
comed the declaration, hinting they w 
respond positively at the next round 
talks in Peking over the opening of re 
tions. 

The development supports the vk 
that the Roh government has succeeded 
building a structure of direct two-w 
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AMBODIA 


orrupt officials thrive in political vacuum 


Plunder of the state 


xy Nate Thayer in Phnom Penh 


ampant official corruption and an 
alarming power 
threatening 
ambodian peace process to a halt and 


funge the country into anarchy. Fears that 


ae country is becoming increasingly un- 
overnable were brought into blood y focus 


m 21 December when police opened fire 


m crowds in the capital's business district, 
raving at least eight dead and 16 
rounded, after five days of anti-corruption 
iemonstrations and riots by students, civil 
'rvants and workers. 

Foreign diplomats and the four Cam- 
odian political factions agree that the only 
ay to prevent a slide into 
aos is the rapid deployment 
K the full UN peacekeeping 
ce, expected to be around 
),000-strong, provided for un- 
ter the 23 October peace accord 
gned in Paris. The UN force 
uld rebuild public confidence 
aat real political change is on 
ae horizon, ensure stability and 
ssume authority over key 
overnment ministries. 

While the government has 
«sed all universities, banned 
emonstrations, imposed a 
irfew and sent troops on to 
ne streets of the capital since 
ne 21 December bloodshed, the 
nood in the country remains 
olatile. 

Since the signing of the peace accord, 
malysts agree that there has been a dan- 
erous vacuum of political control 
aroughout the country. Officials of the 
Ihnom Penh government of Prime Minis- 
er Hun Sen have been accused of em- 
arking on an extraordinary orgy of cor- 
iption by selling off state assets and 
ocketing the money. Thousands of troops 
om the four factions, angry that they will 
von be demobilised with no provision for 
*bs, land or the welfare of their families, 
ave been roaming the countryside en- 


aging in banditry. Most analysts say that 
KC sale a 1 owt J! L. L . 
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vacuum are 
to bring the fragile 


It is widely agreed — despite govern- 
ment attempts to put the blame on "armed 
elements with a political aim" — that there 
was no dark hand behind the December 
demonstrations. Diplomats here say they 
are struck by the unprecedented open 
criticism of the government in the streets 
of the capital in recent days. The demon- 
strations began with state enterprise work- 
ers and civil servants protesting against top 
ministry officials for selling off factories 
and ministry buildings to private investors 
and allegedly pocketing the proceeds. 
Some factories were then shut down, leav- 
ing angry workers jobless, and many civil 
servants say they have not been paid their 
meagre salaries of US$10-12 a month. 
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Demonstrations threaten to undermine peace process. 


The minister of transport, accused of 
corruption, was sacked after demonstrators 
attempted to burn his house down on 20 
December. According to sources in the 
Cambodian Government and other fac- 
tions, officials from every ministry but two 
have sold ministry buildings and other 
assets since the signing of the peace accord. 

“It is disgusting. They are selling the 
country. The ministers are selling all the 
government buildings and pocketing the 
money. They are selling the light fixtures, 
the doors, the chairs separately," said Julio 
Jeldres, who quit as a top aide to Prince 
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But on 30 December, Khieu Samphi 
successfully flew to Phnom Penh and tl 
SNC convened for the first time in the cay 
tal later that day. The four factions, repr 
sentatives of the five permanent membe 
of the UN Security Council and the he: 
of the UN Advance Mission in Cambod 
met at Sihanouk's palace and unanimous 
agreed to call for the full UN force to beg 
deploying immediately. The first troops f 
the UN Transitional Authority in Camb 
dia are scheduled to arrive by February. 

The events in Phnom Penh since tl 
October peace accord have exposed de 
divisions within the government of Ht 
Sen. Longstanding hostility between a fa 
tion loyal to Hun Sen and a faction allie 
with the powerful head of the Nation 
Assembly, Chea Sim, has further deteri 
rated, according to Phnom Penh officials 

At an emergency session of the asser 
bly held on 27 December to pass laws r 
stricting demonstrations and to replace c 
ficials fired for corruption in the wake : 
the demonstrations, Chea Sim unsucces 
fully attempted to insert a declaration co: 
demning elements within tl 
Phnom Penh government fi 
involvement in the demonstr 
tions — a clear attack on Ht 
Sen. In addition, many goven 
ment officials refused to sign 
declaration supporting tl 
government's handling of tl 
demonstrations. These div 
sions have caused great coi 
cern among the Phnom Per 
leadership, which fears a mo 
by hardliners to reassert contr 
over a government many see i 
falling apart. 

Serious rifts within tł 
military also came to the su 
face during the unrest. Mar 
elements of the military we 
sympathetic with the stude 
and other demonstrations, according | 
Cambodian officials and diplomats. A N 
of university students are either milita: 
officers or relatives of officers. 

It is acknowledged that none of tl 
Cambodian factions is now in a position | 
hold the country together and implemei 
the peace accord without the UN arrivir 
in force to restore central control. 

While the protests against the Phnoi 
Penh government did not translate inl 
concrete support for any of the other fa 
tions, the Khmer Rouge may be in the be 
position to benefit. The unrest shifted tl 
r e£ f st ' 
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Peking police act 
fter dist doni meeting 


> [n the biggest public — of 
lissidents in Peking since 1989, more than 
00 people attended à memorial service at 
ı hospital for a 27-year-old intellectual 
vho died of cancer, allegedly because of 
Yeglect during his 18 months of 
mprisonment after the Tiananmen 
nassacre. The service proceeded without 
erious interference, albeit under heavy 
urveillance. Almost half of those present 
vere undercover agents, dissidents 
'stimated. No overt reference was made 
o the massacre, though there were coded 
illusions in the floral wreaths. Within 
lays, though, five of the dissidents were 
icked up by police and a sixth was 
nissing. Two were released after 
juestioning. Officials also called on 
elatives of the deceased to warn them 
igainst "not cooperating." 


seven South Korean 

ninisters replaced 

> South Korean President Roh Tae Woo 
yas accepted the resignation of seven 
'abinet members seeking to run in the 
reneral elections expected to be held in 
‘ebruary or March. Announcing a new 
rovernment line-up on 19 December, Roh 
'eplaced Defence Minister Lee Jong Ku 
vith Choi Se Chang, former chairman of 
he Joint Chiefs of Staff; appointed his 
ipokesman Lee Soo Jung to replace Lee O 
rong as minister of culture; named 
ormer army chief of staff Lee Jin Sam as 
he new minister of sports and youth, 
eplacing Park Chul On who will be 
unning for the National Assembly from 
Caegu city; named Hahn Bong Soo, 
ormer president of Korea Trade 
?romotion Corp., as the new trade and 
ndustry minister, replacing Lee Bong 
suh. It was the fourth partial change of 
'abinet in 1991. 


l'hailand election 
set for 22 March 


> Thailand's general election will be held 
m 22 March, the government announced. 
An earlier date was anticipated but the 
rovernment preferred to wait until 
ichools were out on vacation, as well as 


cooperation agreement with Indonesia 
some time in January. Exact dates have 
not been announced. While falling short 
of a security pact, the agreement will 
allow for joint military action along the 
800-km common border and may provide 
for joint training programmes. Members 
of a small insurgency movement fighting 
for independence for the Indonesian 
province of Irian Jaya frequently cross the 
PNG border and remain an irritant in ties 
between the two nations. 


Bangkok ex-minister 

returns to face charges 

> Chalerm Yoobamrung, a minister in 
the deposed government of Chatichai 
Choonhavan who fled the country 
following the 23 February 1991 coup, was 
arrested upon return to Thailand in late 
December and charged with malfeasance, 
abuse of authority and defamation. A 
strong critic of the Thai military, Chalerm, 
had taken refuge in Denmark fearing 
attacks by the military junta. Released on 
bail, Chalerm met with military junta 
leader Gen. Sunthorn Kongsompong, after 
which he said he had returned to face 
charges unconditionally. 
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Taipei rice aid 
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Taiwan's donation of 70,000 tonnes of ri 
to China earlier last year. 


Hongkong governor 
to retire this vear 
> The British 
Government 
announced on 30 
December that 
Hongkong Governor 
Sir David Wilson will 
retire some time this 
year after five years in 
office. The 
announcement came 
on the eve of 
publication of the Queen's New Year's 
honours list. Wilson received a life 
peerage. No successor has yet been 
named. 





Wilson. 


Union membership 

hits new low in Japan 

> Membership of Japan's labour union. 
hit a new post-war low of 24.5% of the 
national workforce at the end of June 
1991, 0.7 percentage points lower than a 
year earlier. This compares with the 
organised labour rate of 16.1% in the US 
in 1990, 23.7% in South Korea in 1989 ar 
44.4% in Britain in 1989, according to th: 
Japanese Ministry of Labour. The numb 
of labour unions in Japan dropped from 
72,202 in 1990 to 71,685 in 1991. Union 
membership rose by 132,000 to 12.4 
million, while the overall workforce 
increased by 1.87 million to 50.6 million 
workers. 


More fighter jets 

for Thai air force 

> The Thai air force will double the siz 
of its fleet of F16 jet fighters with the 
purchase of 18 new Fl16s from the US ir 
1992-94. The cabinet approved the 
purchase on 30 December, à week after 
the air force was permitted to acquire fc 
C130 transport aircraft. 


Bush sets out on 

Asia-Pacific tour 
> President George Bush held talks on 
January with new Australian Prime 
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If your China contact 
has moved... 


here's the best way — 
to find out where: 


€ 786 pages 
€ Completely updated 


® Lists foreign companies, 
joint ventures, government 
and business contacts 

e Bilingual listings in English 
and Chinese 

€ Categorized by major 
industry groups 


@ indexed for easy use 





Doing business successfully in China means getting 
own to basics. 

China is growing and changing so quickly that its 
‘lecommunications system has a tough time keeping 
p. And that can leave you with an even tougher time 
ying to keep on top of changes in government and 
usiness communication contacts. 

That's why the publishers of the Far Eastern Eco- 
omic Review, Asia's most respected news magazine, 
ublishes China's two most reliable communications 






o 358 pages 

€ The only telex and fax 
directory available for China 

€ Alphabetical listings of 
companies and organisations 

€ Geographical listings of 
companies 

€ Cross reference by telex 
number 


€ Alphabetical listings of telex 
answerbacks 


directories. The China Phone Book & Busines: 
Directory and the China Telex & Fax Directory are 
the most comprehensive, up-to-date listings of addresses 
phone, telex and fax numbers available anywhere. 

They, more than any other source, will help you tc 
keep your China business moving rather than wonder 
ing where your partners have moved. Also, they wil 
help you to locate associates for your new business. 

Order today and begin profiting from these valuable 
marketing tools immediately. 


ORDER TODAY, GET BOTH BOOKS & SAVE 10%. 
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Mail or fax to: The China Phone Book Co., Ltd., G.P.O. Box 11581, Hong Kong, Fax: 838 7753. | 
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We know a subjeptiounselves, \t 


or we know where we canting * 


information upon it." 


Dr Samus! Johnson 
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CENTRAL ASIA 1 


regional conflict, shattered economies haunt new commonwealth 


Picking up the pieces 


| Ahmed Rashid in Moscow 


Mikhail Gorbachov's Christ- 

mas Day resignation and the 

formal break-up of the So- 

viet Union a day later have 

created a vacuum which the 
iccessor Commonwealth of Independent 
ates will find extremely hard to fill. 
broad, media headlines have focused on 
ho will control the trigger of the vast 
rategic nuclear arsenal of the 
rmer communist superpower 
id the fate of tens of thousands 
. tactical nuclear weapons 
read across the former Soviet 
nion. 

The West Europeans and Chi- 
'se are worried about large- 
ale migrations of deprived Sla- 
c and Muslim populations into 
eir backyard. Some policy pun- 
ts ponder over the impact on 
ng-term external issues left un- 
cided by Moscow — the Ko- 
an Peninsula, Japanese North- 
n Territories, the shape of the 
‘curity Council and the UN, to 
ime a few. Western and East 
sian businessmen are frantically 
entifying bargain investments 

the Slavic and Central Asian 
gions and seeking to overcome 
gal and hard-currency obstacles 
erein. 

But the most urgent concerns of Rus- 
an President Boris Yeltsin, his Slavic 
‘ethren in Ukraine and Byelorus, and the 
entral Asians relate mainly to economy, 
w and order, and ethnic and religious ri- 
ilries with the former Soviet empire. The 
ve Central Asian republics — Kaza- 
istan, Kirgyzstan, Uzbekistan, Turk- 
enistan and Tajikistan — share these 
orries and some others in larger doses 
id then too, more urgently. 

The Soviet disintegration has given the 
entral Asian republics a dramatic degree 
independence that they are reluctant to 


ing degrees of radical Islam, assertive eth- 
nic nationalism and inter-ethnic rivalries 
and now have to create their own security 
forces to maintain law and order. These 
tasks, for which the former communist 
bureaucracies are ill prepared, come when 
the shops are emptying fast and food 
shortages are growing. 

After last August's coup attempt in 
Moscow, Central Asian leaders generally 
backed Gorbachov in his demand for a 


strong centre. President Nursultan Nazar- 
bayev of Kazakhstan had been in the fore- 
front of advocates for a strong centre to 
keep the military, the nuclear arsenal, and 
currency and economic reforms under 
single control. He had been backed by 
other Central Asian leaders except Askar 
Akaev, the president of Kirgyzstan, who 
six months ago supported the idea of a 
loose commonwealth. “The common- 
wealth principle is the best to create a soci- 


ety which people can believe in," he told 


the REVIEW in Bishkek, formerly Frunze, 
the capital of Kirgyzstan. 


keep out the Central Asian Muslims. 

At a meeting in Ashkhabad on 13 De 
cember, the five Central Asian leaders de 
manded that they be given the right to joi 
the Commonwealth, but as equal member 
and as co-founders. Under pressure fror 
the West to preserve some semblance « 
the old union, the three Slavic republic 
acquiesced and a new enlarged Commot 
wealth Treaty was signed at Alma Ata o 
21 December. Gorbachov's role was ove 





Yeltsin and republic leaders unwilling to remain under Russia's thumb. 


as the new Commonwealth was a fat 
blow to his hope of keeping the union tc 
gether. 

The new arrangement still leaves man 
questions unanswered. The control ove 
nuclear weapons in four republics, incluc 
ing Kazakhstan, has been only temporaril 
papered over by maintaining joint contre 
for the next two months. The future role ¢ 
the Soviet armed forces, how a commo 
defence strategy can be evolved and wh 
will pay for it have yet to be decided. 
economic reforms are carried out piece 
meal in the now independent republic 
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The crisis has left the ordi- 
ary man in Central Asia dis- 
eartened and shocked. Food is 
inning out fast in many capi- 
ils and what is available in the 
'ee markets is outrageously ex- 
ensive. There is little foreign 
xchange in Central Asia to im- 
ort food and consumer goods. 
here is a chronic fuel shortage 
rhich has led to the suspension 
f many domestic Aeroflot 
ights, the key mode of trans- 
ort in remote Central Asia. 

The majority of Central 
sian leaders are conservative 
x-communists who had just 
egun to tread warily into eco- 
omic reforms and building a 
iarket economy. Republics like 
urkmenistan have not even 
one that. “We have no programme for 
rivatisation right now but we are prepar- 
1g one. We don't know much about mar- 
ets and have to educate ourselves for 
us,” said Foreign Minister Avde Kuliev. 

All the Central Asian leaders speak en- 
usiastically of the need for a new eco- 
omic confederation for their region, mod- 
lled on the EC. “All the Central Asian 
tates must get together to form a new 
onfederation or our economic develop- 
ent will be stalled,” President Islam 
arimov of Uzbekistan told the REVIEW in 
ashkent. “A Central Asian community is 
ve need of the hour. In the face of this 
resent crisis, we must elevate the 
ashkent declaration as quickly as possi- 
le," said Akaev. 

Although all five republics signed a 
int declaration in Tashkent in August 
990 calling for the setting up of a new 
conomic union, there has been little head- 
ray on details. Nor can there be, with their 
conomies still so heavily tied into pro- 
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ducing raw materials for factories in the 
Slavic republics. 

There are also major foreign policy dif- 
ferences on common issues between Rus- 
sia and Central Asia. Just before Christmas, 
Russian Vice-President Alexander Rutskoi 
began a major initiative to end the Afghan 
War by journeying to Pakistan, Iran and 
Afghanistan. His initiative has been heav- 
ily criticised by Central Asian leaders be- 
cause they have been left out of the peace 
process. They believe that Russia is bully- 
ing them again and that as they border Af- 
ghanistan they face the greatest threat from 
the fundamentalism of the mujahideen. 

"Moscow never consulted us when they 
invaded Afghanistan and now they are not 
consulting us when there are 300,000 
Uzbeks living in Afghanistan. Uzbekistan 
is the homeland of all Uzbeks and we have 
a responsibility to our fellow Uzbeks in 
Afghanistan," said Karimov. 

In Bishkek, the capital of Kirgyzstan, a 
similar view was taken by Foreign Minis- 





ter Murat Imanaliev. "The opi 
ion of Kirgyzstan was not tak 
into account by Moscow and v 
were not consulted. Russia 
only talking for itself. We feel 1 
sentful that such decisions we 
taken without us," he said. Ce 
tral Asia is also now receivit 
its first influx of Afghan ref 
gees. In Dushanbe, Tajikistar 
capital, thousands of Afghs 
students, traders, smugglers at 
refugees from Kabul have s 
tled down and are refusing 
return home. 

The Central Asians are no 
actively wooing their southe 
neighbours — Turkey, Iran a1 
Pakistan — in a bid to activa 
trade, get help to set up servi 
industries like banking and i 
surance, and to encourage investmei 
They are all keen to seek new trade rout 
to sea ports. The Pakistanis have offer: 
two separate land routes to Karachi — o: 
through Afghanistan, which will depei 
on a peace settlement first, and the oth 
from Kirgyzstan and Kazakhstan throu; 
China's Xinjiang province to link up wi 
Pakistan's northern areas. The Iranians a 
offering a railway line to connect Ashkh 
bad direct to ports on the Gulf. Howev: 
such offers will take many years to ful 
and meanwhile the Central Asians have 
cope with a looming economic crisis. 

However, if the Central Asians meet t 
immediate challenge of independence, thi 
have great long-term potential for ec 
nomic progress. The communist syste 
built a well developed infrastructure th 
is far more developed than that of the 
Muslim neighbours in the south. There 
universal literacy, a disciplined workfor 
and small populations covering enormo 
empty spaces — advantages that no Mt 


guard socialism and the unification of the motherland." 


Late last year, Xinjiang authorities "examined" some 25,000 


"professional religious personnel" and purged 109; of them 


China feels the chill 


Whatever the outcome of Soviet Central Asia's 
| a quest for a new self-definition — whether it 
s 9p 33 winds up dominated by Muslim religiosity or 

pan-Turkic nationalism — it will confront China 

with a no-win situation. 
The newly freed Central Asian republics abut China's oil- 
rich western-most province of Xinjiang, which has been restive 
since a two-day riot in early 1989 left 22 police and civilians 


from their state-sanctioned posts. Reports of troop movements 
surface regularly in the province. Stiff internment sentences 
were handed out last September to leaders of a strike ostensi- 
bly about taxi fares — a mere "excuse," according to the official 
Xinjiang Daily. Internal party documents reportedly described 
week-long rioting in towns across Xinjiang last year in which 
Uighur nationalists intimidated Han Chinese. 

A Peking-based East European diplomat, whose country 
includes a Turkic minority of its own, admits that he has con- 
ferred with Chinese officials about their mutual concern over 






m n Asian — has. 

However, an economic take-off will de- 
end on maintaining domestic stability. 
thnic nationalism and anti-Russian feel- 
ig are already running high and have 
sen exacerbated by the impression that 
ie Slavs are trying to exploit the Muslim 
publics. Central Asia's democratic par- 
2s are weak. Instead, there are radical Is- 
mic parties and extreme nationalist par- 
2s that will now find the opportunity to 
ish in on the anti-Russian feeling. The 
amerous and powerful Russian and other 
Jropean minorities face their own crisis 
- to weather the coming ethnic storms in 
e region or to migrate to Russia, a move 
at could trigger large-scale economic dis- 
iption in the region. 


hile Central Asia's Muslims 
are united by religion, they 
are divided by the compli- 
cated patchwork of various 
hnicities and their relative tolerance, or a 
ck of it, of non-Muslims. The Kirgyz and 
azakhs are more tolerant of non-Muslims 
xause of the balanced ethnic composi- 
ons of their republics’ populations. The 
zbeks and Tajiks are more inclined to- 
ards asserting their Islamic character. 
The Uzbeks also would prefer joining 
inds with tribes of Turkic origins, but the 
arsian-oriented Tajiks fear that Turkic 
vity would swamp their own brand of 
dture. If the pan-Turkists want a rebirth 
Central Asia's Islamic heritage, they also 
lvocate a secular regime as against a 
iariah-based religious one. In turn, this 
Hides with yet another political strain, 
lamic fundamentalism, which has strong 
xckets of influence in Central Asia. 

To compound the Islamic problems of 
antral Asia, their foreign backers — 
ainly Iran and Turkey — are divided as 
ell. fran wants to bolster an Islamic re- 
val in Central Asia, so as to ward off eth- 
c pressures within its own territory. 
irkey is striving to promote pan-Turkic 
dtural unity on a secular basis with the 
m of coping with religious fundamental- 
71 at home. Even as Iran and Turkey vie 
r influence, nations of Europe — with 
eir own Muslim minorities — are appre- 
nsive of populous Muslim nations bor- 
ring the Mediterranean Sea in the West 
Central Asia in the East asserting pres- 
re on their predominantly Christian and 
cular lands. That these rivalries and ap- 
ehensions might take decades to work 
it is a different matter. In the coming 
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Ethnic rivalries a major threat to new republics 


Call of chauvinism 


By Ahmed Rashid in Alma Ata 


The breakup of the Soviet 
Union has left the leadership 
of the Central Asian repub- 
lics to deal with a tangled 
web of ethnic rivalries and 
tensions without support from a strong 
centre in Moscow or the Soviet armed 
forces to maintain law and order. Increas- 
ing fears for the future among the power- 
ful Russian minority in the region and sus- 
picions about Uzbek nationalism are two 
of the major issues confronting the repub- 
lics. 

The tragedy is that inter-ethnic prob- 
lems are equally acute in republics like 
Kazakhstan and Kirgyzstan, where the 
most progress. towards economic reforms 
and a free market has taken place. In 
Kirgyzstan in June 1990, some 200 people 
were killed in the southwestern town of 





. Osh, when Uzbeks, who were largely by- 


passed in the elite political structure but 
who control trade and commerce, rioted 
against the local Kirgyz. The situation 
around Osh remains tense. Some 12% of 
Kirgyzstan’s population is Uzbek. 

In Kazakhstan, the potential for inter- 
ethnic unrest and anti-Russian pogroms is 
huge. On a single state farm outside Alma 
Ata, 30 different ethnic groups, living in 
their self-made ghettos, make up a 2,000- 
strong labour force. An undercurrent of 
Kazakh nationalism and anti-Russian feel- 
ing is running through the republic though 
Kazakh President Nursultan Nazarbayev 
denies it. “We are the only republic from 
which people are not leaving. We are 
multinational and the ethnic problem will 
only become acute if the commonwealth 
disintegrates and economic problems 


worsen,” he told the REVIEW. 


The key domestic reason that led 
Nazarbayev to support, almost up to the 
last moment, Mikhail Gorbachov — and 
the former Soviet leader's attempts to form 
a Soviet confederation with a strong centre 
in Moscow rather than a commonwealth 
— was both the ethnic maze and the pre- 
ponderance of Russians in Kazakhstan. 


views. However, the Russians are increas 
ingly nervous. 

Russians occupy powerful positions i 
all the republics. Nazarbayev's Prim 
Minister Sergei Tereshchenko is a Russia: 
and in Kirgyzstan most of the No. 2 slot 
in all the ministries are held by Russian: 
While the locals are now suspicious of thei 
loyalties, many Russians feel abandone 
by Russian President Boris Yeltsin, wh 
by pushing for the breakup of the Sovie 
Union has left them in the lurch, withou 
any clear backing for their political am 
economic rights in the Asian republics. 

Osh and other trouble spots have bee 
brought under control in the past by th 
deployment of the Soviet army. But nov 
the army is not prepared to get involved i 
local ethnic or political violence. Law am 
order is thus a major problem. 

The other danger comes from radica 
ethnic nationalism, especially in the mor 
politically backward republics. Russian 
comprise only 11% of the 20-millioi 
population of Uzbekistan, but striden 
Uzbek nationalism was the main plank o 
both President Islam Karimov and th 
main opposition movement Birlik in th 
run-up to the recent presidential elections 


ll the other Central Asian republic 


are deeply suspicious of Uzbek as 

pirations. Many Uzbeks conside 
themselves the inheritors of the past Cen 
tral Asian empires and with 16 millioi 
Uzbeks in Uzbekistan and several millior 
more Uzbeks forming minorities in thi 
other republics, the Uzbeks have a majorit 
in the region. Fear of Uzbek bullying is no 
unfounded because at the heart of mam 
ethnic explosions in the region over thy 
past few years has been Uzbek assertive 
ness. 

The leaders of the Central Asian repub 
lics know that they are sitting on a volcan 
of ethnic tensions, economic deprivi 
and political unruliness. They will h 
acquire some nationalist rhetoric in- 
to maintain local morale, but at the sai 
time ensure that it does not get out of han í 
— a difficult balancing act at the best o 
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Radicals exploit Islamic resurgence 








3y Ahmed Rashid in Dushanbe 








) Islamic fundamentalism is 
eg A Es likely to be one of the main 
Ag BEB beneficiaries of the growing 

polarisation between former 

communist officials who still 
ule the Central Asian republics and oppo- 
ition forces seeking an identity of their 
wn. Already, the fundamentalists are a 
owerful political force in Tajikistan, where 
re green flag of Islam, with the crescent 
nd star and the kalma, or 
reed of Islam, written in 
ne Arabic script is the 
10st potent symbol of the 
1ture. 

The return to Islam by 
e peoples of Central Asia 
as been the most signifi- 
ant political and cultural 
evelopment over the past 
ears of glasnost. Mosques 
nd madrasahs, or Islamic 
alleges, have multiplied, 
oung people are learning 
veir prayers for the first 
me and Islamic symbol- 
m is increasingly the pre- 
red medium of opposi- 
on parties. 





Clout of the clergy 


close links with the Muslim Brotherhood 
in the Middle East and the Jamaat-e-Islami 
in Pakistan. 

The IRP has already demonstrated its 
political muscle in Tajikistan. In the first 
free general election in November, former 
communist Rakhmon Nabiyev defeated 
seven other candidates and won 58% of 
the vote to become president. But what 
sent shock waves through all of Central 
Asia was that, though the IRP was then a 
banned party, the candidate it supported 
won 34% of the vote. 

The election came a 
month after the commu- 
nists tried to resurrect 
their party but were 
thwarted by protests and 
a lengthy sit-in in 
Dushanbe by the IRP and 
other opposition forces. 
That movement helped 
create the first alliance in 
Central Asia between the 
radicals of the IRP and 
"official Islam." 

The pre-eminent figure 
in official Islam has long 
been the Qadi Akbar 
Toradzhon Zoda, who 
had been co-opted into the 
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In most of the republics, Madrasah: back to the Book. communist system but 


lam is a convenient sym- 

ol which allows local nationalists to dis- 
nce themselves from Slavic culture and 
spirations. Islam is also a catch-all slogan 
r mobilising people against the local ex- 
ymmmunist elite who are still in power. 
owever, the spread of fundamentalism 
is so far been limited despite the exis- 
nce of the fundamentalist Islamic Renais- 
ince Party (IRP), which now has esta- 
ished itself in all five Central Asian re- 
ablics. 

“For 75 years the communists tried to 
ipe out the memory of Allah, but every 
ajik today still remembers Allah and 
‘ays for the success of the party of Allah. 
»e influence of liberal democracy here is 
əy weak,” said Mohammed Sharif 
immat Zade, chairman of the IRP in 


now has his own party, 

Qaziat. He was initially a candidate for the 

election but withdrew because of the anti- 

Islamic propaganda that the government 
unleashed against him. 

Landlocked and largely mountainous, 

Tajikistan is the southernmost of the Cen- 


tral Asian republics and shares a 1,300-k 
border with Afghanistan. Its 4 million pe 
ple have always had the lowest per cap 
income in the former Soviet Unic 
Nabiyev's wafer-thin majority, his repu 
tion as a ruthless former communist à: 
the empty shops that he appears incapal 
of filling have contributed to an ongoi: 
political crisis. 

"Nabiyev cannot last in office. He dc 
not have broad support and there are act 
divisions within his own cabinet. Peor 
mistrust the communists while we a 
more united," the Qadi said. 

Nabiyev, who was first secretary of t 
local communist party in 1982-85, is 
compromise candidate bought out of 1 
tirement by former communist officials 
stem the onslaught of the fundamentalis 
"My aim is to create a multiparty syste 
but before that I have to put food into t] 
shops," he told the REVIEW. In a gesture 
appeasement, he has lifted the ban on t 
IRP. “If the fundamentalists keep within t 
law, then we can work with them 
Nabiyev said. 

Now, the IRP is riding the crest of ¿ 
Islamic wave. Two years ago there were 
mosques and 19 churches in Tajikista 
Today, there are 2,870 mosques and ` 
churches. Almost every day Islamic leade 
open new mosques built entirely wi 
public donations. 

The IRP is also strong in parts : 
Kirgyzstan and Uzbekistan — especial 
the Fargana valley, which is considered tl 
centre of Islamic fundamentalism. 

The spread of fundamentalism wi 
depend very much on how far tl 
present leadership in Central Asia 
willing to work with the Islamic partie 
rather than rejecting them as part of tł 
nation-building process. Much will als 
depend on how successful the leadershi 
is in improving economic conditions t 
moving to a market economy and di 
tancing themselves from their communi 
past. 
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Republics face harsh economic decisions 


The crutches are off 








Rv — Rachid in Tachkant 





other three — Turkmenistan, Uzbekista 


B 


rime Minister Sergei Tereshchenko asked 
group of visiting Pakistani businessmen 
' raise US$200 million on the international 
iarkets as a favour, otherwise Kazakhstan 
sked bankruptcy. Given access to the 
rime minister's official phones and faxes, 
ie Pakistanis raised US$100 million in 
ree days. 

The lack of expertise in dealing with the 
atside world is a major handicap for all 
entral Asians, and the dearth of service 
dustries — banking, telecommunications, 
odern hotels — is a major hindrance to 
Ycouraging outside business. 

Although over 100 joint-venture deals 
ive been signed by Kazakhstan with 
uth Korea, Japan, China and other Asian 
yuntries, no more than 30 are likely to get 
ff the ground because Kazakh officials 
1ve still not been able to work out realis- 
- dollar prices for their agricultural and 
üneral resources. Almost all Kazakh pro- 
uction is committed to other ex-Soviet 
‘publics until the end of 1992. "We are 


— 


conomy: heading for market. 


ill paying for our goods with commodi- 
es, It is very complex to pay in dollars. 
Ve don't know how to convert our cur- 
ancy into dollars,” Tereshchenko told the 
EVIEW. 

In the Kazakh capital of Alma Ata, like 
Isewhere in Central Asia, state-owned 
hops are emptying fast and the prices of 
egetables in the free bazaars are astro- 
omical. Yet in the blackmarket, the dollar 


the rouble and a huge underground mafia 
is running a parallel dollar economy, 
which is intensely resented by the majority 
of people, who live on rouble salaries. 

Tereshchenko admitted that inflation 
was running out of control and little had 
so far been done to privatise land. 

In Kirgyzstan, where 10 million sheep 
and 2 million horses, yaks and cattle far 
outnumber the 4 million population, 
President Askar Akaev has taken the most 
dramatic steps to initiate a market 
economy. Running against the grain of 
perestroika and closely following the Chi- 
nese model — introducing sweeping 
economic reforms first and promising po- 
litical freedom later — his policies have 
won wide domestic approval. 

Anyone, even foreigners, can buy a 
four-room flat in the centre of Bishkek, the 
Kirgyzstan capital formerly known as 
Frunze, for about US$800. About 4% of 
state-owned land has been privatised so 
far, and another 15% of flats, shops and 





farmland will be owned by individuals by 
the end of 1992. 

Eventually, 70% of all collective farms 
will be privatised — the only hindrance 
at the moment being the government's 
inability to provide enough seed and 
fertiliser to private farmers. Industrial 
joint ventures are being set up with 
China, South Korea and Turkey, and 
Kirgyzstan has also begun wooing Iran 


lems. Turkmenistan, which borders o 
Iran, has not even considered privatisatio 
or joint ventures. Turkmenistan's arid lan 
grows hardly any crops. Although it he 
one of the richest carpet industries in tF 
world — the famous Bokhara-style carpe: 
— it is impossible to buy a carpet i 
Ashkhabad, unless one has private cor 
tacts. Officials have not yet considere 
opening a carpet shop for tourists, becaus 
the entire output is exported to Russia. 

Turkmenistan also produces some € 
billion m? of natural gas a year, almost a 
of which is carried by pipeline to Russ 
and Ukraine. Under the new dispensatio 
Russia and Ukraine will pay higher price 
for gas, but will not sell food and consume 
goods at the previously subsidised price 
The economic crisis is aggravated by a ri 
pressive local political system that has sti 
not legalised a single opposition party « 
implemented any economic reforms. 

Turkmenistan is now attempting 1 
court its southern neighbours — Iran, Tu 
key and Pakistan. [ran has promised | 
open a rail link from Ashkhabad t 
northern Iran and onto the Gulf. Pal 
istan has offered to buy gas and pipe 
to Pakistan via Afghanistan once th 
Afghan conflict is solved. But these pri 
jects will take years to materialise, if at al 
As Turkmenistan could take a decade ¢ 
more to catch up with Kazakhstan « 
Kirgyzstan, how a Central Asian commo 
market can be formed in a hurry defie 
imagination. 

Uzbekistan's President Islam Karimo 
has been the principal promoter of a Cer 
tral Asian common market. But other Cer 
tral Asians are suspicious of the Uzbeks - 
who form the largest ethnic group and ai 
seen to have designs to dominate the n 
gion. 

In Karimov's strong rhetorical ant 
Russian flourishes, which include vivi 
descriptions of how the old Soviet Unio 
exploited Uzbekistan's cotton and gol 
production and treated it as a colony, thei 
is still no sign of how Uzbekistan will cor 
with taking charge of both production an 
exports. In the past, Moscow force 
Uzbekistan to sell its raw cotton to oth: 
republics for ginning and processing. / 
present it processes only 15% of its ow 
cotton. It now wants to produce yarn ar 
garments itself and is offering tax-free f. 
cilities and free electricity to any foreig 
investor interested in setting up a texti 
mill. But there have been few takers. 

Tajikistan is the most southern part : 
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‘oreigners seek opportunities in new commonwealth 


A foot in the door 





y Sophie Quinn-Judge in Moscow and 
hmed Rashid in Alma Ata 


The rush is on to get a foot- 
hold in the new markets 
opening up in the Central 
Asian republics. With the 
rigidly centralised structures 
f the former Soviet Union withering away 
nd traditional sources of imports from 
astern Europe drying up, many Asian 
ates that once stayed aloof from Russian 
id Central Asian markets are positioning 
iemselves to take advantage of new op- 
ortunities. 

But, the Soviet Union's long-time Asian 
'onomic partners, India and Vietnam, are 
ot finding the new situation to their ad- 
antage because their once predictable and 
ntralised trading arrangements 
ith Moscow have been com- 
letely upset. 

For neighbouring states such 
; Turkey and South Korea, the 
20political reasons for cementing 
'onomic ties are probably at least 
; strong as the financial ones. 
nd for Pakistan, Islamic ties are 
so a factor in the development 
' economic links. 

In mid-December, a Pakistani 
elegation led by Economic Af- 
irs Minister Sardar Asif Ali, 
mcluded economic agreements 
id business deals with Central 
sians. Pakistan also offered each 
‘public a long-term revolving 
‘edit loan for the import of 
ikistani-made light engineering goods. 
mong other projects: hotel chain Pakistan 
'rvices plans to set up five-star hotels in 
iur republican capitals; four Pakistani 
inks plan to set up branches in the major 
ipitals; and Tabbani Corp. signed US$200 
illion worth of deals for the import of 
msumer goods and will collaborate with 
e Uzbekistan government to start a new 
rline, Asia Air. Pakistan also set up a 
»mmittee to explore the possibility of 
iking Kirgyzstan and Kazakhstan to 
arachi via the Karakorum highway. 





to Moscow — temporarily suspended in 
the face of instability in the Soviet Union 
— demonstrates the importance South Ko- 
rea attaches to its presence here. Seoul 
companies, led by Hyundai, have now 
moved beyond the sales of computers and 
televisions to discussions on joint aircraft 
assembly, oil and gas exploration and con- 
version of military plants. The South Ko- 
reans hope to increase the annual trade 
turnover from US$1.5 billion in 1991 to 
US$10 billion in 1995. 

Taiwan's businessmen are interested in 
computer sales and have started several 
joint ventures for software production. 
Having concluded a US$200 million barter 
agreement with the Irkutsk region, Tai- 
wan's businessmen are now looking at 
projects in conversion of military plants, oil 





Foreign investment: starting from scratch. 


production and metallurgy. 

Merchants in Bangladesh and Thailand, 
formerly in the wrong political camp to do 
much business here, are now being en- 
couraged by their governments to move 
into Central Asia. Dhaka is motivated in 
part by fears of closing markets in other 
parts of the world, especially the EC. 
Working to overcome his country's repu- 
tation here as an undeveloped backwater, 
Bangladesh recently organised trade exhi- 
bitions in Tashkent and Ashkhabad. In 
Ashkhabad, Dhaka firms signed letters of 


may not yet have the logistical ability 
organise large-scale barter. 

Thailand has also started promoting 
commercial potential in Moscow. TI 
Thais provided a US$50 million rice cre 
for the purchase of Thai rice last Decet 
ber. A US$50 million credit for the pt 
chase of coffee and rubber is being offer: 
this year, and a further credit line for t) 
sale of more rice and 1 million tonnes 
tapioca is being negotiated by the Bank 
Thailand. 

Singapore has been doing business wi 
the Russians for years, but it remains ca 
tious about the new markets. Althous 
there are 27 Singapore joint ventures wi 
the former Soviet Union, most large Sing 
pore firms are said to have put all the 
plans on hold. Singapore's trade turnov 
with the former Soviet Union remains u 
stable, like that of the other Asean natior 
Last year turnover was Rbl 265 millio 
compared to Rb] 117 million for Malays 
and Rbl 126 million for Thailand. 

All of these suitors for Central Asi 
and Russian business are aware of the p 
falls ahead. Potential business partne 
realise that investment guarantees ar 
double taxation will have to 1 
negotiated separately with eac 
republic. 

India and Vietnam are st 
trying to work out what can | 
salvaged from their old relatio 
ships. Both received over Rbl 
billion of exports from the Sovi 
Union in the past two years, bi 
now are in danger of losing oi 
to the newcomers. 

India had been signing annu 
trade protocols with the Sovi 
Union for over 30 years, and i 
Ambassador A. S. Gonsalve 
points out, almost two-thirds : 
what India supplied in recei 
years was repayment for defen: 
and civilian credits. India's de! 
is estimated at Rbl 9 billion. For future r 
payments, New Delhi hopes to negotiate 
rupee-rouble exchange rate that better r 
flects the rouble's real hard-currency valu 

The old system, based on barter, fe 
tered in late 1990 when individual Sovi 
enterprises were allowed to sell for har 
currency. Now India hopes that Sovi 
plants will be willing to sell goods for n 
pees. Already, India receives newsprii 
under a rupee-based agreement. 

The vacuum created by the collapse : 
the traditional Soviet-Indian trade wou) 
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Irakan Muslims resort to armed raids 


Burma’s new front 


y Bert Bertil Lintner in Bangkok 


T he timing of the Burmese army's 





cross-border raid into Bangladesh 

on 20-21 December may seem dip- 
matically disastrous given that it came 
ss than a month after Bangladeshi For- 
gn Minister Mustafizur Rahman visited 
angoon to settle a number of bilateral is- 
1es. But the outbreak of hostilities comes 
: a time when Burma's ruling military is 
iced with severe problems at home and 
soad and could prove useful for Ran- 
oon to divert the attention of the country's 
opulation. 

The most pressing of the issues dis- 
assed by Rahman with Rangoon con- 
?rned a massive influx into Bangladesh of 
fuslim refugees (known as Rohingyas) 
'ho had escaped increased militarisation 
f the Muslim-inhabited areas of north- 
restern Arakan state. That seemed to be 
ose to a solution as authorities in Ran- 
oon had agreed in principle to accept back 
1ose who could prove they were "genuine 
urmese citizens." However, then came the 


MALAYSIA 


raid, in which at least one Bangladeshi 
border guard was killed and 10 were 
wounded. 

One observer said a campaign against 
the most vulnerable of Burma's many eth- 
nic minorities, the Bengali-related 
Rohingya Muslims of Arakan, is "not such 
a bad idea from Rangoon's point of view" 
as it seeks to distract the population from 
the country's current difficulties. 





Muslim guerillas: useful diversion. 


A tabloid tamed 





By Michael Vatikiotis In Kuala Lumpur 


There is widespread puzzlement over 
what lies behind the Malaysian Govern- 
ment's recent banning of a low-budget 
political tabloid Mingguan Waktu. But the 
ban comes just weeks after the govern- 
ment moved to restrict circulation of two 
opposition newspapers, and amid criti- 
cism from opposition quarters that the 
government is becoming increasingly in- 
tolerant of dissent. 

Barely five months old, Mingguan 
Waktu was a political weekly specialis- 
ing in detailed coverage of the Malay po- 
litical scene. Like others of its genre, it 
combined political gossip with opinion 





lowed to cover," said one commentator. 

The government claims that 
Mingguan Waktu was fabricating stories, 
citing in the banning order one story 
which appeared earlier last year that 
declared the past 10 years of government 
under Prime Minister Datuk Seri Ma- 
hathir Mohamad “a failure.” But the 
newspaper's editor Yusof Harun claims 
it was merely quoting opposition 
sources. 

Some analysts speculate that the gov- 
ernment may have been concerned at the 
fuller coverage Mingguan Waktu gave to 
opposition figures. The 15 December is- 
sue of the newspaper published the full 
text of a speech made in parliament by 


But analysts also point to the fact th 
tension has been running high along tl 
frontier for almost a year. The number : 
refugees has increased from less tha 
10,000 in early 1991 to between 30,000 an 
60,000 today. Meanwhile, the Burmese a 
my's presence in the Muslim-dominate 
townships of Maungdaw and Buthidaun 
in northwestern Arakan has increased froi 
an estimated 10,000 men in mid-1991 1 
25-30,000 today, including paramilitar 
policemen. 

In response, militant groups among tt 
Muslim minority in northwestern Araka 
have been arming themselves. With mone 
provided by interests in the Middle Eas 
Muslim guerillas have bought moder 
weapons from along the Thai-Cambodia 
border and shipped them to a string « 
newly established camps along the Burm; 
Bangladesh border. Spokesmen for tl 
most militant and best-equipped of the: 
guerilla groups, the Rohingya Solidarit 
Organisation (RSO), claim it now has ] 
such jungle hide-outs along the 270-ki 
frontier. In November, the first skirmisht 
between Rohingyas and government force 
were reported. That month, another fa: 
tion, the Arakan Rohingya Islamic Fro: 
(ARIF), reportedly raided an outpost ; 
Aung Tha Pray, 20 km north of Bawlibaza 
In mid-December, RSO guerillas killed 1 
Burmese troops and wounded 10 in a su 
prise attack close to Maungdaw. The Bu 
mese have accused the Bangladeshis « 


senior Semangat 46 member, the other 
asking whether the party was on the 
verge of disintegration. 

Editor Yusof is at a loss to explain the 
pre-Christmas ban, for which no prior 
warning was given. He vehemently de- 
nies that the newspaper deliberately 
played up opposition to the government. 
Mahathir said the paper was "of no use 
to the nation" and had not adhered to 
what it had specified when the publish- 
ers applied for a permit. 

The fact that Finance Minister Datuk 
Seri Anwar Ibrahim helped the newspa- 
per obtain its publishing licence has 
prompted speculation that the tabloid 
served his political interests. Anwar has 
denied any influence over the editorial 
policies of the newspaper, as have the 
editors themselves. But analysts say it is 
not uncommon for these independent 
weeklies to receive support from political 
quarters. 
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‘oviding sanctuaries for these guerillas in 
Xknaf, Ukhia and Naikhangchari sub-dis- 
icts near the frontier. 

But even more alarming from Ran- 
on's point of view is the recent outbreak 

guerilla activities in the Irrawaddy 
‘Ita southwest of Rangoon. To the sur- 
‘ise of many, hundreds of ethnic Karen 
ierillas, who are normally based along 
e Thai-Burmese border, managed to in- 
trate this strategically important region 
id launched a series of attacks on govern- 
ent positions dangerously close to the 
pital. 

Following a massive counter-offensive, 
cluding air strikes, most Karen guerillas 
»pear to have retreated to the foothills of 
e Arakan Yoma range on the western 
nges of the delta region. "The Burmese 
ithorities apparently feared that these 
ttle-hardened guerillas would link up 
ith the RSO, ARIF and other smaller groups 
ong the Bangladesh frontier. 

But whatever the reasons for the recent 
re-up, the deteriorating situation along 
e Burma-Bangladesh border is likely to 
use even more tension in the already 
'ained relations between Dhaka and 
ingoon. In the last week of December, 
ngladesh put its navy and air force on 
ll alert — while Burma was beefing up 

defence installations along the frontier 
d bringing in reinforcements. 2 
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New prime ministers interventionist agenda 


Waiting for Keating 


By Glenda Korporaal in Sydney 


ustralians will soon be seeing just 

what plans new Labor Prime Min- 

ister Paul Keating has to “get the 
country cracking” again as it wallows in 
what one former treasurer described as the 
worst recession in 60 years, with unem- 
ployment already at a post-war record of 
10.5% and rising. 

The big question is how far and how 
fast Keating, called the Grim Reaper for his 
tough economic policies as treasurer in 
1983-91, will move to stimulate the econ- 
omy. Statements he has made after resign- 
ing as treasurer last June to make his first, 
abortive, challenge to incumbent Bob 
Hawke, suggest he would take a more 
stimulatory, interventionist approach to the 
economy. 

But as the treasurer who deregulated 
the financial system, opened up the 
economy to international trade and com- 
petition and took a tough line on federal 


government spending, Keating is not e: 
pected to resort to wholesale Keynesia 
pump-priming. 

The key task of the Keating cabinet wi 
be to formulate a major economic statt 
ment — expected in the next few montt 
— aimed at stimulating the economy, pri 
viding more jobs and giving extra relief fc 
the 200,000 Australians deemed to be lon; 
term unemployed. High on the agenda : 
expected to be another cut in official inte 
est rates. These peaked at 18% in Januar 
1990 and, as the recession worsened, hav 
been steadily cut to the current 8.5%. Wit 
the inflation rate now down to 3.3% an 
interest rates easing in Japan and the US - 
Australia's major trading partners — ar 
other easing of around 1 percentage poit 
is expected some time in January. 

But markets will be looking closely t 
see what fiscal policy initiatives Keatin 
offers. As a backbencher, Keating mad 
references to moves to encourage new ir 
frastructure investment around the cour 


“More routes. More flights. Less stops 









'y. The second most populous state, Vic- 
ria, whose manufacturing industry has 
een hard hit by the recession (and whose 
abor government faces a tough election 
us year), has been pushing hard for some 
ew economic initiatives on infrastructure 
'om Canberra. But it is not clear just how 
wuch of this might come from government 
offers and how much from more special- 
ied tax initiatives. 

Ideas suggested by his advisers include 
n investment allowance, accelerated de- 
reciation rates for investment or a cut in 
ve company tax rate, currently at 39%. 
here may be other tax concessions aimed 
t encouraging the private sector to become 
vore directly involved in infrastructure 
rojects. 

Keating is expected to resist union calls 
» halt or even reverse the planned reduc- 
on in protection he set down himself as 
easurer in March 1991. But he may well 
gree to extra spending measures designed 
) provide assistance for those who have 
"st their jobs as a result of the changes. 

Keating is also expected to take a much 
wore pragmatic approach to new mining 
evelopment proposals. Towards the end 
f his term, Hawke was seen by the busi- 
ess community as far too beholden to 
»ecial-interest groups such as conserva- 
onists and Aboriginal lobbies in their op- 
osition to new mining projects. The new 








programme. 
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More routes. 

New services include Minneapolis/St. Paul, Detroit and Bonaire. And in Europe Toulouse 
Marseille, Turin and Berlin. So that KLM now serves 150 destinations in 77 countries on all 
six continents. But KLM is never easily satisfied. And is now initiating a full-scale upgrading 





treasurer, John Dawkins, who comes from 
the mining state of Western Australia, is 
also keen on more mining ventures. 

It was Hawke's inability to revive the 
economy and to make much headway in 
criticising the bold new tax package put 
forward by opposition leader John 
Hewson, which eventually cost him his job. 

Even those Labor politicians who dis- 
like Keating’s arrogance and worry about 
his low personal popularity hope he will 
provide the economic solutions to help the 
party to stay in power in the next election, 
due before March 1993, The resolution of 
the protracted Hawke-Keating leadership 
feud will of itself have the positive effect of 
providing some certainty for the Australian 
business community over 1992. 

Hewson's economic package was based 
on a major shift away from government 
and towards the private sector, and was 
seen as a vote winner for the opposition. 
This was not so much because of its spe- 
cifics, including a 15% consumption tax on 
all goods and services, but because it pre- 
sented an image of an alternative govern- 
ment with a coherent plan to get the 
country going again. In his early days as 
treasurer, Keating himself had strongly 
supported a consumption tax but he has 
since changed his mind. 

Keating’s economic policy may be 
pragmatic but it cannot be fitted into any 


More flights. 
Just look at the objectives: To increase flights between 83 intercontinenta 
destinations and Amsterdam Airport Schiphol -the undisputed gateway 
to Europe- by 30% in the coming years. To increase frequencies betweer 
67 European destinations and Amsterdam by up to 40%. 

To provide even more convenient arrival and departure times, thus slashing waiting times at 
Amsterdam for on-going flights throughout the business world. And to enter into partnerships 
with other carriers, such as Northwest, Air Littoral and Air UK, in important areas. 





specific ideological mould. As treasurer | 
strongly supported, and fashioned, a de 
with union leaders which involved sac 
ficing wage increases in return for tax cu 
and higher pension benefits. This wag 
policy has been accompanied by low waj 
growth and a major reduction in industri 
disputes. But it has also been criticised fi 
impeding far more widesweeping chan; 
in Australian work practices and doing li 
tle to improve long-term productivity. 

While it is clear that Keating will | 
very much in command of his governmer 
the role of Dawkins, Australia's four! 
treasurer in six months, will also be cn 
cial. Dawkins favours a more interventio: 
ist approach to stimulate the economy an: 
on being appointed on 27 December, mac 
it clear that his major task was to boo 
employment. In recent times, he has al: 
advocated assistance to industries affecte 
by lower tariffs and a lower Australie 
dollar to help exports. 

Another key player in the new cabin 
is likely to be long-time Keating supporte 
Sen. Graham Richardson, who has bec 
given the transport and communication 
portfolio. With Australia on the verge : 
de-regulating its telecommunications ii 
dustry and major changes taking place i 
the airline industry, Richardson will has 
a central role in shaping some importa) 
sections of Australian industry. 


KLM today operates one of the world’s longest networks. Something which has been carefully 
built up over more than seven decades. But still new destinations are being added. 
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tuling party may lose by-election to new alliance 


Pensioner power 


y Colin James in Wellington 


^w ir Robert Muldoon, New Zealand's 
controversial National Party prime 
minister and minister of finance from 
175-84, is still making waves, this time by 
aving the political scene. A parliamentary 
y-election precipitated by his sudden re- 
gnation in protest at the hard economic 
ne being followed by the year-old Na- 
»nal Party government of Jim Bolger will 
ut the party to a stiff electoral test. 
Muldoon in 1990 held the seat of 
amaki, a wealthy eastern seaside suburb 
: Auckland, with 59% of the vote — the 
velfth-highest majority in the country. 
ow, some National Party strategists fear 
iey could lose Tamaki in the by-election 
ue on 15 February to a newly formed alli- 
ice of minor parties. Contributing to that 
ar is the 20 December selection as the 
ational Party candidate of Clem Simich, 
long-time Muldoon friend but an unpre- 
assessing public figure. 
Muldoon, 70, whose deteriorating 
2alth was also a factor in his resignation, 


has been a bitter critic of Finance Minister 
Ruth Richardson's policy mix of tight 
money, tight fiscal control and market lib- 
eralisation. When in office, he followed a 
highly interventionist policy, which most 
economists say led New Zealand up a cul- 
de-sac. The 1984-90 Labour government 
adopted a diametrically 
opposed  deregulatory 
policy. 

Muldoon is particularly 
incensed at Bolger's breach 
of a "cast-iron guarantee" 
before the election last year 
to remove a tax surcharge 
on state pensioners' sup- 
plementary earnings and 
maintain the pension rate 
in inflation-adjusted terms. 
Bolger has not only not 
maintained the rate, but 
has increased the sur- 
charge — after proposing 
in the July budget an even 
harsher means-testing re- 
gime which had to be 





Muldoon: bitter critic. 


abandoned in the face of organised pe 
sioner outrage. 

The pension cuts have been part of 
wider cutback of the welfare state, to 1 
followed by part-charges in education ar 
health services. Richardson and Bolg 
have vowed not to raise taxes and also 
balance the budget — though on 9 Decer 
ber Richardson conceded her original ta 
get date of fiscal 1993-94 would have to | 
put back. On 17 December she announce 
new projections showing the deficit in fi 
cal 1991-92 would be NZ$2.75 billic 
(US$1.51 billion), compared with tl 
budget projection of NZ$1.74 billion. 

Richardson said NZ$666 million of tl 

additional deficit resulte 
from worse-than-expecte 
* international econom 
= conditions and the resu 

ing deterioration in tl 

New Zealand domest 

economy. But NZ$404 m 

lion is the result of soci 

policy and tax changes fc 
lowing the budget 
which Richardson wi 
forced to abandon a pe 
sion tax increase schen 
and soften some propose 
social services charges. 
Richardson has we 
wide support from bus 
ness and professional 
who are liberally repr: 
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lanoi releases some political prisoners 











y Murray Hiebert in Hanoi 


ietnam, in an apparent attempt to 
improve its human rights record 
with potential aid donors in the 
lest, has released several prominent po- 
ical prisoners and inmates held in re-edu- 
ition camps since the communist victory 
j years ago. But the recent jailing of a po- 
‘ical activist demonstrates that the com- 
iunist party will not permit any challenge 
' its exclusive hold on power. 
According to Col Do Quyen, head of 
ie Interior Ministry's Department for the 


ducation of Prisoners, Hanoi in recent 
T TR Tan onlannad 7c ^b tha lant IAC ww 


conflicting signals 


by-case basis. 

In another apparent sign that Hanoi 
wants to improve its human rights image 
abroad, Quyen said Vietnam had agreed 
to allow the International Committee of the 
Red Cross (ICRC) to visit the last remaining 
re-education camp in Thuan Hai province, 
north of Ho Chi Minh City, in late Jan- 
uary. 
About 100,000 military and civilian offi- 
cials spent long periods in re-education 
camps following the 1975 communist vic- 
tory, but most had been released by the 
late 1980s. Many of those still being held 
were involved in gathering military intelli- 


Tom os 


of [Hanoi], not from the pressure of outsi 
ers," he said. 

Since October, Hanoi has also quiet 
released four of its most prominent poli! 
cal prisoners, in an apparent response | 
protests from Western governments ar 
human rights groups. Those released we 
writer Duong Thu Huong, poet Nguye 
Chi Thien, writer Doan Quoc Sy and | 
Thanh Que, a Catholic priest. All of the 
had been accused of spreading anti-cor 
munist propaganda. One diplomat believ: 
Hanoi is trying to “fit into the internation 
community” in order to woo aid and i 
vestment from the West following tl 
abrupt loss of assistance from the form 
Soviet Union — long Vietnam's most ir 
portant aid donor — and the signing of tl 
Cambodian peace agreement in October 

Following that peace accord, sever 
Western governments dropped the a 
embargo imposed on Hanoi for its 19; 


invasion of Cambodia. Australia a: 
narina na oh vs - 
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ented in Tamaki and who oppose 
Auldoon. But Tamaki also contains many 
etired people who are very angry at the 
ension betrayal — a sentiment widely 
hared in the electorate among wage earn- 
rs and beneficiaries. 

This should logically provide good 
"ickings for the opposition Labour Party, 
ut it was a distant second in Tamaki in 
990 — with 22% of the vote — and it, too, 
5 the target of intense lingering resentment 
rom the electorate nationally. Instead, the 
'eneficiary is a former Labour Party presi- 
lent, Jim Anderton, who formed his own 
reakaway New Labour Party in 1989 in 
rotest at Lange's deregulation. On 1 De- 
ember, Anderton formed a four-way alli- 
ince with the Green Party and two other 
ninor parties. The Greens won 13% of the 
'ote in Tamaki in 1990. 

Some recent national polls have put the 
lliance ahead of both Labour and the Na- 
ionals, whose support has dropped to well 
elow 30%. Local polls rate the alliance 
vell in the lead in Tamaki, with Labour a 
listant third. 

An alliance win or even a strong second 
vould seriously set back Labour's struggl- 
ng attempts to rehabilitate itself. More im- 
ortantly, it would add to steadily mount- 
ng pressure within government ranks for 
‘ither a substantial softening of economic 
olicy, which critics say is too slavish to 
reasury advice, or the removal of Richard- 
on. So far Bolger has resisted both. & 





liplomat says. Even Sweden and Finland, 
oth of which continued assistance to Ha- 
ioi despite its invasion of Cambodia, have 
iew governments which are looking more 
arefully at the human rights records of 
ecipient countries. 

But Hanoi's signals have been contra- 
lictory. In late November, a Ho Chi Minh 
-ity court sentenced Nguyen Dan Que, a 
loctor and Vietnam's first member of Am- 
esty International, to 20 years in prison 
or subversive activities. Que and a col- 
eague, Nguyen Van Thuan, who was 
ailed for 10 years, were accused of trying 
o set up a political organisation and dis- 
ributing leaflets aimed at overthrowing 
he communist government. 

“It’s a signal to other intellectuals that 
hey're not free to do whatever they want," 
ı diplomat said. “Hanoi has taken two 
iteps forward and one back.” 

Although people are freer to criticise the 
rovernment and the press has been given 
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The pleasure principle 


By Jug Suraiya in New Delhi 


Family planning and condom use have 
long been something of a joke in India, 
as illustrated by the old story of the gov- 
ernment social worker explaining con- 
traception to villagers in a remote rural 
area. To demonstrate the use of the con- 
dom, he slipped it over a bamboo shoot. 
Visiting the village a year later, the so- 
cial worker was dismayed to discover a 
new crop of babies. Taken to task, the 
villagers insisted that they had indeed 
used the free condoms provided but to 
no effect. To prove their point, they 
proudly pointed to a row of bamboo 
shoots meticulously sheathed in talis- 
manic rubber. 

The bamboo screen of ignorance, su- 
perstition and prudery 
has proved an im- 
penetrable barrier to 
India’s efforts to curb 
the alarming growth 
of its population, cur- 
rently expanding at an 
estimated 16 million a 
year and expected to 
cross the billion mark 
by the turn of the cen- 
tury. 

The increasing inci- 
dence of AIDS in India 
has added an ominous 
echo to the ticking of 
the population clock. 
Although so far only 
about 5,500 people 
have been positively tested for the HIV 
virus in the country, health authorities 
warn that the number of undetected 
cases is certain to be far higher. 

". . . And then came Kama Sutra [Or 
the beginnings of a New Sexual Revo- 
lution sparked off by a condom]." So 
goes the headline in a full-page maga- 
zine advertisement showing a photo- 
genic couple in passionate embrace. 

"For the sheer pleasure of making 
love — ask for Ks by name," proclaims 
a graphically illustrated roadside hoard- 
ing at a busy New Delhi intersection. 
And the current issue of the Bombay- 








Condom ad: hard sell. 


Kama Sutra — ultra-thin, textured, con- 
toured, in shades of red, blue, brown 
and black. 

Inevitably, this hard-sell Kama Sutra 
campaign has raised a storm. For 
though India makes and markets 1 bil- 
lion condoms a year, 92% of the indus- 
try has hitherto been controlled by the 
government-sponsored and subsidised 
Nirodh, whose homespun sales tech- 
nique has earned it the sobriquet of the 
"khadhi [homespun cotton] condom." 
Can the condom rise above this puri- 
tanical handloom image and turn over- 
night into sybaritic, silken sheath? 

It certainly can, claims Lintas, the ad- 
vertising agency which created the 
Kama Sutra campaign. A company 
spokesman has been quoted as saying: 
"Our market survey 
revealed that a lot of 
people were trying 
condoms, but giving 
up after a while as 
the device was reduc- 
ing pleasure. Indians 
should be using six 
condoms a month; 
instead they're using 
six a year. So what 
we've done is change 
the image of the pro- 
duct from medical to 
sexy, and added fea- 
tures to it so that it's 
seen as enhancing 
pleasure." 

But while the ad- 
vertising world is in raptures over the 
KS marketing position, a Nirodh re- 
presentative feels that, despite the 
product's name, the Kama Sutra ap- 
proach "doesn't fit in with Indian cul- 
ture." 

Such qualms initially made Pooja, a 
would-be starlet turned model, a reluc- 
tant debutante to desire, Kama Sutra- 
style. However, a modelling fee of Rs 
700,000 (US$27,000) apparently helped 
her to shed her inhibitions. Her act of 
baring-do has won support from at 
least one quarter. Dad Kabir said: "I 
saw nothing wrong with her decision 
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With RISC System/6000, open systems 


and business applications make 
ideal partners. 





Some people believe that Unix "- 
based “open systems" are better suited to 
—— and engineering than they are to 
business applications. And until recently 
they were t. 

Today, IBM's RISC System/6000" and 
AIX" give you the security and stability 
you need for business, with the open 
architecture and cost/performance you've 
been looking for. Which means instead of 
worrying about architectures, you can 
base your decision on the quality of 
applications and support. 

And that's where RISC System/6000 
is really hot. With widely accepted 
application platforms like Informix”, 

racle" and PICK" to choose from, along 
with hundreds of pere 
— plis - in finance, distribution, retail 
and manufacturing. And of course when it 


comes to support, no one can match us. 





[To learn more about IBM’s latest open systems products, send | 
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MT poll victory enhances power of party factions 


Local leverage 





y Julian Baum in Taipei 


Kuomintang (KMT) at the national 

assembly elections in late Decem- 
er has calmed political tensions in Taiwan 
ad is expected to help ease relations 
‘ross the Taiwan Strait. 

The outcome has given the KMT its 
rongest popular mandate since arriving, 
| Taiwan more than four decades ago, as 
ell as a free hand to change the constitu- 
on. Also, the poll victory has strengthened 
ie party's reformist wing under President 
»e Teng-hui, whose name many success- 
il candidates invoked in their campaign 
»eeches. 

According to Taipei newspapers, Pe- 
ng was especially relieved that the pro- 
dependence Democratic Progressive 
arty (DPP) has been defeated for now. 
»me observers said that the decisive 
wing of voter sentiment against 
ee independence movement has 
sught time for Taiwan to work 
wards democratic reforms with- 
at interference from China. 

The results were not unex- 
ected. In the race for 225 National 
ssembly seats, plus 100 others 
spointed by the largest parties, 
e advantage clearly lay with the 
AT. The DPP's amateurish and 
»orly funded organisation was 
» match for the ruling party's 
iofessional and well-financed po- 
*cal machine, said foreign poll 
atchers. 

Although the majority of vot- 
5 appeared not to notice, the 
ection was solely to choose as- 

nbly delegates for the purpose 
amending the constitution. The amend- 
ents are now being drafted behind closed 
sors by a KMT committee. 

The poll gave the ruling party 179 
»cted seats in the National Assembly as 
ell as 75 appointed members assigned in 

»portion to total party votes. With some 

incumbents, the ruling party will have 
53 seats, or 79% of the assembly seats — 
ell above the three-fourths maionrtv it 


T he stunning success of the ruling 


Poll victory strengthens Lee's reformist wing. 


tics which brought home 71.2% of some 
8.5 million votes cast. The voter turnout 
rate of 68.3% was marginally higher than 
the average turnout for other Taiwan elec- 
tions. 

The results for the DPP were a dis- 
appointing 23.9% of the popular vote, 
well below the 30% won in the 1989 
elections. With 75 seats in the assembly, 
the party will still send its largest dele- 
gation ever to a nationally elected body. 
But some analysts said that by using the 
campaign as an opportunity to break the 
taboo on advocating independence, the DPP 
sacrificed its chances of blocking the KMT 
from single-handedly changing the con- 
stitution. 

Two groups of foreign observers said 
the fairness of the election was marred by 
widespread vote-buying and KMT domina- 
tion of the electronic media, including con- 
cealed advertising for the ruling party in 





public-service messages on radio and tele- 
vision. 

Sources reported that some candidates 
were offering as little as NT$200 (US$8) 
each to voters in rural Tainan county and 
as much as NT$1,000 in Taoyuan, home 
base of DPP chairman Hsu Hsin-liang, 
where the KMT defeated all but three of 
seven opposition candidates. But grass- 
"Xr oxganicone sc be makame mase mat 


pendence platform was viable. Voters wer 
also not fully convinced that the oppos 
tion offered a workable alternative to th 
KMT at a time of continuing uncertaint 
over relations with Peking. 

The DPP now faces the prospect « 
deeper factionalism in its internal tug-o 
war between pursuing the goal of increa: 
ing its grassroots support with more prag 
matic policies and trying to educate th 
public about its idealistic agenda, esp« 
cially in respect of Taiwanese indepenc 
ence. 

For the KMT, political analysts say thi 
one consequence of the elections is that th 
party's central organisation has becom 
more dependent than ever on local fa 
tions. The large number of district organ 
sations set up specially for this election n« 
only made it easier to secure votes but als 
allowed the party to placate its factions b 
allowing them to choose their own cand 
dates. However, this has enhanced th 
leverage of local factions: the KMT wi 
therefore be forced to dispense extensiv 
patronage to guarantee support for the pa 
ty's planned constitutional changes, whic 
matter little to the local delegates who wi 
dominate the assembly. 

"This election shows the emergenc 
of local factions into the national arena, 
said Chen Pi-chao, a Taiwanes 
scholar from Wayne State Unive: 
sity who observed the poll: 
"These people have no national v 
sion, only local interests. They wi 
be easy to buy off with goverr 
ment patronage." 

Meanwhile, some of the mor 
than 460 senior parliamentarian 
forced to retire at the end of 199 
after occupying their seats fc 
more than four decades withov 
re-election, have formed a suppo 
group to keep alive the KMT 
doctrine of unification wit 
China. 

The seniors formed the Unit 
cation Construction and Prom« 
tion Association in late Decen 
ber to check the drift towarc 
an independent Taiwan. Members waa 
to prevent the KMT from becoming a Ta 
wan-based political party which mig] 
abandon its commitment to China as 
whole. 

“It's up to the leaders," said Liang Sı 
yung, who stepped down as speaker of tF 
legislature on 31 December. “If the leade! 
have faith and keep their ideals, they ca 
P 3 L* T at V 





PHILIP BOWRING 


Traveller s Tales 


aving done our forecasting for 
the Year of the Monkey and now 
firmly embarked on 1992, it is 
time for a little reminiscence on 
991. For me, the most pleasing political 
»vent of the old year was a loss for the 
"REVIEW — but a big gain for Hongkong. | 
efer to the election in August of our 
wormer Hongkong correspondent Emily 
au (1984-91) to the colony's Legislative 
-ouncil (Legco). At the time we rather 
'oyly underplayed her victory in becom- 
ng the first woman directly elected to 
egco, and by a large margin as an inde- 
pendent candidate. 
In doing so, Emily proved a number of 
‘hings at once. In no particular order, she 
showed that contrary to the taunts of an 
unelected government and its appointed 
acolytes in Legco, she was not an out-of- 
Kouch, English-oriented elitist but enjoyed 

rassroots support. It was a victory over 

he let's-not-rock-the-boat brigade who 
#said she was too outspoken and confronta- 
“tional for Hongkong people. Her success 
was a public rejection of those who would 
sargue that elective democracy was "un- 
Asian," an alien Western import which 
sendangered and disrupted Hongkong’s 
supposedly well-ordered Confucian world. 
And it was a blow against those fainthearts 
who claimed that standing up to Peking 
was a foolhardy enterprise which the 
canny Hongkong people would instinc- 
tively reject. 

Electors showed they wanted leaders 
who would speak out for Hongkong and, 
where necessary, against Peking and Lon- 
don. They wanted representatives who 
would — hopefully — not be bought with 
business deals, by hints of high future of- 
fice or be frightened by threats from 
Xinhua boss Zhou Nan and assorted 
mainland bullies about the consequences 
of "unpatriotic" activities. 

This Traveller has been travelling too 
long not to be sceptical of many of the sup- 
posed benefits of democracy, or how elec- 
torates can be bought with undeliverable 
promises. But compared with certain 
councillors appointed by the government 
or elected by tiny franchise "functional" 

x npo" — d 
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servants. And thank you for pressing for 
an investigation of the unaccounted HK$1 
billion (US$128.2 million) overspending on 
the Science and Technology University, 
which happened under the aegis of one of 
the many put out to graze in rich quasi- 
government pastures — former senior exe- 
cutive councillor Sir S. Y. Chung. 

Meanwhile, one of Sir S. Y.'s successors 
as a leader among the appointed council- 
lors is showing the colours of this kind. 
Executive, and until recently Senior Legis- 
lative Councillor, Allen Lee seems to be 
trying to make a transition from one colo- 
nial patron to another 
— Peking. 

The intellectual con- 
tortions of some coun- 
cillors who claim self- 
less pursuit of the 
commonweal would 
make even those Fili- 
pino masters of oppor- 
tunism, Juan Ponce 
Enrile and Doy Laurel, 
blush. It is also instruc- 
tive how many ap- 
pointed and indirectly 
elected Hongkong leg- 
islators have so few 
genuine convictions 
that they unaccount- 
ably miss votes on im- 
portant issues, thereby 
avoiding offending 
anyone. 

Compared with so 
many of these non-leaders, the elected 
democrats of Hongkong appear, for all 
their faults, hard working, honest and a 
creditable bunch and none more so than 
Ms Lau. We are proud of you, Emily. You 
get my Hongkong Person of the Year 
Award. 


The Review is not given to recording so- 
cial events, least of all funerals. But one 
such event has left me puzzled on several 
accounts, and for all I know readers may 
help slake my curiosity. 

What was Hongkong biggest funeral in 
1991? Almost everyone would naturally 
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Lau: Review's loss, Hongkong's gain. 


Shaw, Hongkong University Vice-CF 
cellor Wang Gungwu, Hang Seng B 
chairman Sir Q. W. Lee, Xinhua der 
director Zhang Junsheng, Australian « 
sul-general Geoffrey Bentley and sev 
prominent local business figures. Cable 
condolence arrived from George Bush, 
nald Reagan and Bob Hawke while a h 
array of wreaths featured the name: 
Hongkong Governor Sir David Wilson 
à string of lesser notables. 

Yet this funerary spectacle attrac 
almost no attention in the local medie 
with one exception, the Oriental Di 
Hongkong's biggi 
selling paper. That ) 
natural enough 
Madam Cheung 1 
the mother of 
paper's founder 
Sik-chun. Now Mad 
Cheung was doubt 
a worthy lady, and | 
would not wish t 
any sins of her sons 
visited on her. But i 
the case that Ma and 
brother Ma Sik-yu w 
gangsters who mad 
fortune in heroin d 
ing in the 1960s : 
1970s before fleeing 
Taiwan during one 
Hongkong's occasic 
bouts of anti-corrupt 
fever. Ma Sik-yu sli 
ed town in 1977 folk 
ing a tip-off that arrest was imminent ; 
his brother Ma Sik-chun jumped bail 
1978 while on narcotics charges. 

A small part of the Ma brothers' forti 
was invested in the Oriental Daily, é 
doubtless other "white powder" pro 
laundered in an effort to purchase offi 
respectability through charitable donati 
The brothers, through their Hongk« 
resident sons, still oversee their highly s 
cessful, publicly listed newspaper. 

The US and Australian consulates 
mum on why their leaders were so in 
ested in helping to give Madam Cheung 
distinguished a send off. I can't enligh 
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In anglophile in a wheelchair writes a bestseller 


Rolling for Britain 


ly Anthony Spaeth in Bombay 


t’s not easy taking Firdaus Kanga out 

for lunch. First you must negotiate his 

wheelchair through the brutal traffic 

of downtown Bombay, dominated by 
«xi drivers with no sympathy for the disa- 
led. “In India,” Kanga shouts above the 
reet noise, “they think disabled people 
re rubbish.” 

In the restaurant, Kanga, one of the 
nlikeliest literary success stories of the 
390s, pleads with a waitress for freshly 
Jueezed orange juice. "Please make sure 
tey wash their hands before they squeeze 

I'm very fragile, you know. I could die!" 
hen he takes an eager, mischievous gaze 
"ound the restaurant. "Look at that man 
#ming in! Isn't he ugly? He's the ugliest 
an in the world!” 

Kanga was born in Bombay with a bone 
"ease that severely stunted his growth 
md disabled his legs. He spent the first 
*o and a half decades of his life in a series 

small apartments in Bombay, and never 
Kended school. His only access to the 
atside world was through a tiny circle of 
ends and family — and through books 
mcked on shelves he could barely reach. 

When he was 24, he decided the only 
wssible productive life for a 1.22-m, 22.5- 


kg Indian in a wheelchair was that of a 
writer. With an ambition belied by his size 
and frothy personality, he's managed to 
publish two books in Britain. The first was 
an autobiographical novel describing his 
boyhood and his awakening to his homo- 
sexuality. 

Earlier this year, he published a travel 
book called Heaven on Wheels, in which 
Britain is seen through a truly unique lens. 





Kanga's only choice was to become a writer. 


Kanga wheeled through England, Wal 
and Scotland, putting up a staunch defen 
of Margaret Thatcher — to the horror 
his liberal literary friends — ogling Engli 
men from his wheelchair and searching c 
Britons who cheat the dole. It's a touchir 
funny and occasionally merciless descr 
tion of both the Britain Kanga has lov 
from afar since boyhood and the India h: 
trying to escape. The book, despite sor 
antagonistic reviews, is selling well in ] 
dia. 

He's a tiny, likeable man with a ser 
of humour as waspish as his voice. He c 
barely reach the tabletop, but his voice « 
tends to all corners of the restaurant as 
describes his joy in the West, where bx 
gays and the handicapped are accepted. | 
recounts tales of London literary part 
where authors and critics had to sit on t 
floor before him to converse. “I'm t 
original partygoer!” he says. And with | 
attitude of happy triumph, the unlike 
claim is believable. That sense of trium; 
comes through in his travel book as we 
which is hardly surprising considering t 
obstacles he has overcome. 

He was born into a Parsi family in 19: 
At birth, doctors diagnosed osteogene: 
imperfecta, a defect of the bones that mak 
them extremely brittle. His childhood w 





JAPAN 


Tall tales from Tokvo 


By N Marcia Stepanek in Tokyo 


ings are high enough." 


A popular television commercial by a 
company that designs new homes shows 
a grinning Japanese teenager standing 
next to his grandfather. The youth is tall; 
his shoulders begin at the elder's head. 
The old man rolls his eyes. "Even if it's 
just right for me," he says, "my grandson 


finds a normal home too cramped." 
The ramnanyv Mstesss Mood Derdssate 


Social experts, marketing executives 
and government health officials here say 
these television advertisements are 
important because they have publicly 
acknowledged what everyone else here 
has only begun to talk about: taller, wider 
Japanese — and a growing demand for 
larger or more spacious items or homes. 

Like everything else i in Japanese. socie- 
inc canm A s 


12.7 cm taller. 

"They're about as tall, on average, 
American children," says Etsuko Tsuji 
nutritionist with the Ministry of Heal 
"And they're wider, too. They've gaine 
on average, more than 20 pounds [abc 
9 kg] — especially the boys." 

The growth would seem to be eas 
explained. Better diet and affluence ma 
for taller, wider Japanese, doctors say. E 
an even more widespread explanati 
here, and one that some Japanese phy 
cians accept, is the tatami mat-to-ch 
theory. This is based on the thesis that t 
shift from sitting, eating and sleeping 
the. floor to the use of Western-st 
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iarked by regular trips to the hospital to 
wet another broken arm or leg. School was 

npossible, so teachers were brought in. 

lis family had to carry him around within 
Bheir apartment, or on the occasional trips 
wutside. Although the disease stabilised in 
mais late teens, Kanga has never tried to 
mnderstand it fully. 

"One time I went to the library to look 
** up, and it devastated me." He is horrified 

»y his own X-rays. "My bones are like test 
wubes: so fragile, so thin. I'm terrified. | 
Mave a fairly normal life now. I travel, 
whatever. And it's all based on such a 
ragile structure. I think if I realised how 
ragile I was, I would never get out of bed." 

He didn't get into a wheelchair until he 
was 19, thinking it a stigma. Even then, it 
ook him seven more years before he left 
is apartment without a family member or 
m friend. Although obviously bright — he 
mad himself tested and found his IQ to be 
M27 — he led a life of almost total social 
and intellectual isolation. Not being able to 
30 to the library or the bookstore, he read 
whatever books came his way, becoming 
Kond of an odd collection of writers: V. S. 
Naipaul, Iris Murdoch and John Irving. 

“I never really had a good mind to talk 
Ko," he says. "That was so difficult for me: 
there were so few people from whom | 
«could learn. Much later I realised there was 
‘this pleasure of acquaintances, which | 
didn’t have." 

He took a correspondence course in 
journalism and wrote some articles, but 
knew he could never do reporting. So in 
1984 he began Trying to Grow, the story of 
a disabled, gay, Parsi boy. He collected 12 
rejections until a publisher in London ac- 
cepted in 1989. "Getting my first novel 
published was so important to me that 1 


felt nothing else mattered," he says. "I had 
this deep sense of horror of a wasted life, a 
life without achievement, of being 50 
without having done anything. And all 
that ended with the publication of the 
book." 

With the sale of the novel, he had the 
money to travel to Britain. "It was a 
dream!” he says. “Just going into a shop 
and no one even raising an eyebrow. No 
patronising — to be recognised as an 
adult." 

He decided to be open about his ho- 
mosexuality in London, which he kept to 
himself in India, and found it untraumatic. 
"| think it's almost an asset in literary 
London." He had always been obsessed 
with Britain, and one night at the theatre 
he decided he must stay. "I looked down 
and saw all those heads — all those differ- 
ent coloured heads — and I thought, oh 
no, | can never go back to India, to all those 
black heads" His books, though hardly 
bestsellers, have since given him enough 
income to spend half of his year in Britain. 

His unabashed Anglophilia reminds 
one of an Indian writer from a different 
generation, 94-year-old Nirad Chaudhuri. 
Both spent childhoods intoxicated by 
books from the far off land. Chaudhuri, in 
rural turn-of-the-century Bengal, read of 
Queen Victoria, Shakespeare, Kitchener 
and, most avidly, of Napoleon. Similarly, 
Kanga absorbed Jane Austen, Ealing com- 
edies and read voraciously of the "New 
England" of Margaret Thatcher. 

"Inside me I had kept a universe spin- 
ning," he writes. “Even as I wheeled out of 
the aeroplane at Heathrow and heard a 
voice speaking that long-loved accent — 
for the first time not from the wireless or 
stage or screen — I felt a window breaking 
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in my mind, a depressurisation that. 
beginning to suck those suitcases out ol 
head." 

Such Anglophilia is generally desp 
in India, dismissed as an enduring ne 
sis of the colonial period. Many Indiar 
viewers have been unable to see beyor 
and Heaven on Wheels has received ho 
notices. Nonetheless, it's a local bestse 
the happy fate of most books publishe 
Indians abroad — itself a somewhat c 
nial symptom. 

Behind his campy ebullience, one 
sense iron in Kanga: life's compensat 
perhaps, for his fragile frame. He adi 
that he doesn't cry easily and adm 
people who do. He tells scathing storie 
the condescension he has suffered bx 
handicapped. "I had whole evenings of 
childhood when people would tell 
about some old woman who fell down 
broke her hip. I was outraged by bx 
compared with the elderly. I had no 
tience for this at all. To be disabled and 
brave — perhaps you cannot live at all. 
to be not disabled and not brave — : 
haps that person can't live either." 

His books have their immature : 
ments, as he acknowledges in Heaver 
Wheels: “I hated the silly streak in me,’ 
writes, "because I knew it slithe 
through my writing, detracting from 
seriousness and its worth." But they're ; 
filled with a buoyant sense of triumph ¢ 
the double stigmas of being handicap 
and gay, and, in the travel book, an int 
cating sensation of rebirth in the lanc 
his dreams. "I wanted a big life, fat v 
people,” he writes. “One of the very 
reasons I had for pitying people who li 
in the West was that they would ne 
have the joy of reaching it.” 





cutive at Dentsu Inc., one of Japan's larg- 
est advertising agencies. 

In Japan's secondary schools, students 
are bursting out all over. ^I bump my 
head on doorways and my feet stick out 
of my futon," says 17-year-old Takeshi 
Kanda, a 190-cm-tall basketball player at 
Tokyo's Kugayama High School. The 
health ministry estimates there are more 
than 120,000 teens his age and size — or 
larger — in Japan. 

The education ministry, partly in an 
attempt to boost discipline and per- 
formance in the classroom, decided in 
May to make chairs and desks a little 


bigger, as has been done three times since 
— 
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medium long and 42 medium long — 
plus two new suitcoat sizes to its collec- 
tion in the past four years. "Extra large" 
sizes have also been offered. 

Specialty stores, such as Big Shoes in 
Tokyo, have been watching the demand 
for larger sizes grow for years. Lil Letham 
of Seibu department stores in Tokyo says 
there are as many Japanese buying larger 
imported clothes and shoes in the store's 
foreign customer's corner as there are 
foreigners. Mail-order companies have 
also begun to promote their services to 
obtain “hard-to-find” larger sizes in 
clothes and other products, while 
carmakers now emphasise extra head- 
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‘reedom from Fear and other writings 
y Aung San Suu Kyi. Viking, London and 
Jew York. £14.99 (US$25). 


The 1991 Nobel Peace Prize winner 
xung San Suu Kyi's book has seen the light 
f day even though she personally, and the 
turmese people collectively, are not yet 
ree. The book consists of 25 essays written 
y and about Aung San Suu Kyi. It is ed- 
ed by Michael Aris, Suu Kyi's husband, 
*ho with their two sons accepted the 
Jobel award on her behalf in Oslo on 10 
Yecember, making her the first Burmese 
nd the first ethnic Asian woman to receive 
^e honour. 

Part One ("The Inheritance") comprises 
uu Kyi's pre-1988 writings. The sections 
My Father" and "My Country and Peo- 
fle” are reproduced from pamphlets she 
wiblished in 1984 and 
385. Initially written for a 
mainly "juvenile reader- 
nip," these essays should 
wovide a useful back- 
round to her writings 
aring and after the 1988 
prising and before her 
Juse arrest on 20 July 
889. "Intellectual Life in 
arma and India under 
olonialism" and "Litera- 

re and Nationalism 
Burma" are more 
soughtful pieces which 
wm ply show that Suu Kyi 
not only a brave and 
wace-loving woman but 
%0 a competent scholar. 
In fact, the section 
Aterature and Nationalism in Burma" 
way have formed the gist of an opening 
wapter of her doctoral dissertation which 
we had embarked upon at the School of 
"jental and African Studies in London 
ast before she returned to Burma in April 
"38 to nurse her ailing mother. Subse- 
ent events have made her a symbol of 
— Burmese nation's struggle for demo- 
ER and human rights and also an inspi- 
ion for (in the words of the Nobel 
“mumittee) "many people throughout the 

ld who are striving to attain demo- 
macy, human rights and ethnic conciliation 
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^ FREEDOM FROM FEAR 
and other writings 


AUNG SAN SUU KYI 


WINNER OF THE 1991 NOBEL PEACE PRIZE 
WITH A FOREWORD BY VACLAV HAVEL 





from the European Parliament. It has since 
been published in many journals and 
periodicals throughout the world. Numer- 
ous people were touched and affected by 
Suu Kyi's words; one person thought the 
essay would eventually be ranked in the 
same category as Martin Luther King Jr's 
speech “I have a dream,” delivered at the 
height of the US civil rights movement in 
August 1963. 

Suu Kyi has expressed her admiration 
— and intellectual if not moral indebted- 
ness — to both King and Mahatma Gandhi 
in her writings and speeches. While both 
men were cut down by assassins’ bullets, 
their ideas have survived and to some ex- 
tent have found expression in the princi- 
ples and policies of their home countries. 

In “In Quest of Democracy” Suu Kyi 
states eloquently and convincingly her be- 
lief and conviction that the 
concepts of democracy 
and human rights are not 
alien to Burma, and also 
reveals the deceit, fallacies 
and shallowness of some 
Third World govern- 
ments’ attempts “to justify 
and perpetuate authoritar- 
ian rule by denouncing 
liberal democratic princi- 
ples as alien . . . and claim- 
ing for themselves the of- 
ficial and sole right to de- 
cide what does or what 
does not conform to indi- 
genous cultural norms." 

Part Two also contains 
Suu Kyi's own translation 
of the now-famous speech 
delivered in Burmese to a mass rally at the 
Shwe Dagon Pagoda in Rangoon on 26 
August 1988, when she termed the "na- 
tional crisis" in Burma resulting from the 
1988 uprising a "second struggle for na- 
tional independence." This section also in- 
cludes letters to Amnesty International, to 
foreign ambassadors in Burma and an 
open letter to the UN Commission on Hu- 
man Rights written before her arrest. The 
letters to Amnesty and the ambassadors 
are excerpted from The Conspiracy of Trea- 
sonous Minions within the Myanmar -Naing- 


ngan and Traitorous Cohorts Abroad pub- 
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Brigadier Myint Aung” (of the Irrawad: 
Division). “Dust and Sweat” reveals t 
“ordinariness” of Suu Kyi, as she wrote 
her husband that “your Suu is getti: 
weather-beaten, none of that pamper 
elegance left as she tramps the countrysi 
spattered with mud, straggle-haire 
breathing in dust and pouring with swea 
All this for a good and worthwhile cau: 
for “the people of Burma deserve beti 
than this mess of inefficiency, corrupti: 
and misuse of power." 

Part Three ("Appreciations") consists 
reminiscences about Suu Kyi and asse: 
ments of her role in and impact on cc 
temporary Burma. The essays by Ma Th 
E and Ann Pasternak Slater are touchir 
personal — indeed almost private — 
gnettes of "Suu." The other two pieces 
Josef Silverstein and Philip Kreager analy 
her role in the 1988 uprising in Burma ai 
its aftermath. 

Not all of the writing about Suu Kyi 
Part Three is unalloyed praise, somethi 
that she herself would welcome. Accoi 
ing to Aris and, as is evident from I 
speeches, she would be "the first to decr 
personality cult," as she has often said tl 
"loyalty to principles [is] more import: 
than loyalty to individuals." 

Silverstein, for example, in his ess 
"Burma's Woman of Destiny" states tl 
Suu Kyi has not shown herself to be 
systematic thinker with a well-thought-c 
set of goals and a plan for achieving then 
Silverstein also states that Suu Kyi's vie 
and plans for “the future relationship | 
tween the [ethnic] minorities and t 
Burman majority . . . [have] departed as ! 
as possible from the thinking of her fatt 
[General Aung San] when this issue seiz 
the nation at its birth." 

The book contains some minor fact 
errors. For instance, in "A Flowering of t 
Spirit Memories of Suu and Her Famil 
Ma Than E states that Suu Kyi w 
awarded the Sakharov Prize on 19 ft 
(actually 10 July) 1991. Silverstein sta 
that the (exiled) National Coalition Cx 
ernment of the Union of Burma (NCGI 
was led by Sein Lwin (actually Sein Wi 
thus possibly confusing the former ma 
ematics lecturer with U Sein Lwin, whc 
17-day tenure as president and head 
Burma’s only party at the time contribut 
in part to the bloody and unprecedent 
events of August 1988. 

These oversights may be due to the e 
tor’s haste and understandable desire 
publish and distribute the book wor 
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Trading in the Portuguese legacy. 


4 state of amnesia 


indonesia’s Forgotten War: The Hidden 
listory of East Timor by Jolin G. Taylor. 
"luto Press and Zed Books, London. £39.95 
LIS$49.95). 


John Taylor's study of East Timor is un- 
wittingly timely. In the wake of the 12 No- 
vember shootings in East Timor, Indone- 
sia’s forgotten wars are suddenly being re- 
nembered. 

Western governments which in the past 
‘turned a blind eye have shed their ideo- 
ogical preoccupations and now pray at the 
altar of human rights. This will make it 
harder for Indonesia to defend its still dis- 
puted incorporation of East Timor, and 
may even result in new calls for a referen- 
Jum on self-determination. As well as East 
limor, other sad cases of irredentism lin- 
ger in Irian Jaya and Aceh. 

In this respect, it is a pity that so much 
attention is focused on the local agony and 
tragedy of specific cases, and less on ask- 
ing why Indonesia has dealt with each 
situation in the same harsh and uncompro- 
mising manner. For the problem belongs 
as much to Indonesia as to those who are 
the object of Jakarta's brutal methods. 

Taylor's comprehensive account of the 
"forgotten war" in East Timor is a case in 
point. The book seeks to unravel East 
limor's "hidden history," a history which, 
after 400 years of neglectful Portuguese 
rule, was rudely awakened in late 1975 by 
in invasion of Índonesian forces and a du- 
t w "Www E wih ladonarin 
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Taylor says he depended on "visitors' 
reports, documents, letters, radio broad- 
casts from the independence movement, 
Fretilin, and other opposition groups . 
and above all, descriptions given by Fast 
Timorese refugees in Portugal." Intelli- 
gence reports from governments he refers 
to as "allied with Indonesia" constitute the 
single concession to Indonesia's point of 
view. If he visited East Timor to research 
the book, the fact is nowhere mentioned. 

That said, as those visiting East Timor 
learn, the picture on the ground can be as 

confusing or misleading as the tragic ac- 
counts of extra-judicial killings and star- 
vation given by refugees in Lisbon and 
Australia. The truth is hard to come by in 
East Timor, but it is certain that tension 
and trauma pervade the place. 

Taylor graphically portrays the litany of 
killings, forced resettlement and starvation 
which has wracked the small territory for 
the past 16 years. In his view, recent history 
consists of nothing short of an act of 
genocide by the Indonesian military. 

Some of his sourcing is questionable. At 
several points he refers to the use of 
chemical weapons and sprays by the Indo- 
nesian forces — a serious allegation. But 
the sources are inadequately verified, and 
in one instance entirely unattributed. Other 
assertions are similarly marred. A 1988 re- 
port describing malnourishment among 
children is either wrongly noted or pegged 
to a 1986 communication. 

Tanlor camnetently descrihes the dinlo- 
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determination and the stronger urge 
defend Lisbon’s “national honour.” 

One of the greatest tragedies, he s 
gests, is the possibility that the gove 
ments of Portugal, Australia and the 
could have influenced the outcome i 
very different direction, had they not b 
so concerned about their long-term r 
tions with Indonesia. He draws atten! 
to Timor's proximity to the Ombai Wi 
straits, whose importance for the pass 
of nuclear submarines partly explains v 
“the world's leading imperial power" y 
so interested in "one of Portugal's m 
distant colonies." 

The most difficult judgment is whet 
East Timor was, or could ever be, a vic 
independent state. Here Taylor brus 
aside reality and employs a mix of hist 
cal and cultural determinism to argue I 
Timor's viability as a sovereign nation. 

His argument that Timorese cult 
survived and even grew richer under 

“hateful yoke of the Portuguese" is soi 
what specious in light of the striking I 
tuguese/Roman Catholic cultural leg 
which the new Indonesian rulers find 
difficult to dislodge. At a recent meet 
on East Timor held in the US, an Indc 
sian military official's contention that 
body spoke Portuguese any more in 
territory was embarrassingly contradic 
by an East Timorese student who sp 
only Portuguese. Taylor's examinatior 
the independence movement, Fretilin, é 
its sustained resistance to Indonesian n 
tary onslaughts, is more intriguing. 

There is little doubt that Fretilin con 
ues to operate in East Timor, and that 
Indonesian army periodically launc 
operations to flush out the remnants. 
cent published interviews with top Fret 
officials in East Timor have embarras 
Jakarta. Taylor argues that certain aspx 
of Timorese society, specifically its kins 
system which enables communities to 
main cohesive despite many years of f 
ed resettlement, can explain why E 
Timor “will continue to resist Indones 
occupation." 

But missing here is development 
more contemporary themes touched uj 
at the end of the book. Taylor corre 
identifies the emerging militancy 
Timorese youth as the driving force beh 
recent protests and demonstrations. 
briefly mentions that some Indonesi 
consider the military's presence in E 
Timor to be counter-productive. Rec 
events have etched out these features m 
sharnlv 
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satt issues deadline for the Uruguay Round of negotiations 


Window of opportunity 


y Anthony Rowley in Tokyo 
he future of the 108-nation Gen- 
eral Agreement on Tariffs and 
Trade (Gatt), which has provided 
the framework for a massive ex- 
ansion of world trade over the past 30 
ears, hangs in a very delicate balance. 

A stalemate over dismantling the pro- 
‘ction of trade in agricultural goods ap- 
ears to be the main threat to attempts by 
iatt's director-general, Arthur Dunkel, to 
ush members into a conclusion of the five- 
ear-old Uruguay Round of talks on trade 
beralisation. But wider economic issues of 
"ucial importance to Asia are at stake. 

In the critical interim period between 
'unkel's compromise draft, presented on 
) December, and the 13 January deadline 
ir trade negotiators to reconvene in Ge- 
2va, Japan is likely to appear as intransi- 
ent as Europe or the US over reforming 
gricultural policies. But there are signs 
iat Tokyo will bend even in its resolution 
at to import any foreign rice, rather than 
wow away the fruits of negotiations 
hich promise an easier path for the for- 
gn trade and overseas investment on 
hich Japan is so dependent. 

The Dunkel draft contains a wealth of 
on-agricultural measures which would 
Ap to ensure that Western markets re- 
ain open in the 1990s to East Asian 
anufactured goods. The burning ques- 
on is whether the US and the EC — espe- 
ally the latter — any longer have the 
litical will to keep their markets open, 
ad whether they might use the farming 
sue to stall the Uruguay Round. 

Apart from US and European fears of 
»mination by East Asian manufacturers 

fears which have prompted growing 
ade protectionism — the Uruguay Round 
highlighting competition between the US 
d the EC to rewrite the rules of interna- 
nal trade and investment on their own. 

Underlining this preference among ma- 

Western powers for bilateralism rather 


an multilateralism, US President George 
ash and TIS hiisiness leaders will attam 








International attention during the Uru- 
guay Round has understandably focused 
on the trade-distorting elements of the 
US$300 billion a year which governments 
worldwide pay to farmers by way of sub- 
sidies and supports out of public budgets 
and from artificially high consumer prices. 

It is argued that further liberalisation of 
trade in manufactured goods and in ser- 
vices is meaningless without accompany- 
ing liberalisation of world trade in agricul- 
ture. And Dunkel made it clear that in the 
Uruguay Round "nothing is final until 
everything is agreed." 

But from Japan's point of view, and that 
of East Asia's industrialising countries, the 
Dunkel draft is very much worthwhile 
even without major concessions on agri- 
cultural access. It contains agreements 
which could stem the drift towards man- 
aged trade and protectionism in the US 
and Europe. 

Foremost among these is a provision 
which effectively outlaws the resort to bi- 
lateral weapons such as Section 301 of the 
US Trade Act, which provides for retalia- 
tion against other nations deemed to be 
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largely against East Asia. 

There are numerous other points : 
enormous potential benefit to Asia’s mo 
developed manufacturers contained in tl 
26 accords making up the Dunkel dra; 
Though Japan and its neighbours woul 
like even more, they will probably | 
happy to settle for what they have gaine 
in the draft. The principal points include 
> Provision of an agreed code on wh 
constitutes "dumping" of products by e 
porting nations. This is of critical impo 
tance for East Asian countries like Japa 
South Korea and Hongkong which ha* 
faced a barrage of anti-dumping action 
from both the EC and the US in rece: 
years. 
> Abolition of local-content rules whic 
again have been used widely by individu 
European countries to prevent Japan an 
other East Asian manufacturers — partic 
larly of automobiles and electronic prox 
ucts — from establishing what host nation 
claim are “screwdriver” plants givir 
backdoor access to imports under the gui: 
of local assembly. 


> Termination of voluntary-restraii 
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ween producer and customer countries. 


his integration would take place over à 
year period. 

Such provisions — especially those that 
eate clearer international rules as a basis 
er foreign direct investment — have been 
'eleomed by Japan, which has probably 
ae strongest vested interest among major 
adustrialised nations in preserving and 
mproving the Gatt system. 

Sources at the Ministry of International 
wade and Industry (Miti) in Tokyo have 
adicated that they give the Dunkel draft a 
ark. of 60-70 out of 100 in this respect. 
hey suggested, too, that Japan would 
wove willing to concede on rice access, 
ather than throw away such potential 
nefits. 

An important factor in this respect is 
iat Japan finds it easier to bow to multi- 
ateral pressure, such as that from Gatt, 
aan to bilateral demands from its major 
ading partners. Admittedly there is no 
ign yet of this in Japan’s official pro- 
i'Ouncements on the sensitive issue of rice. 
'wo days after the Dunkel draft was pre- 
ented, the ruling Liberal Democratic Party 
nd senior government officials rejected 
he idea that Japan should lift its ban on 
ice imports and replace it with tariffs, as 
roposed by Gatt. 

In the compromise draft which 
ie drew up in the face of failure by 
satt parties to reach agreement in 
ate December, Dunkel has stood 
irm on the principle of tariffication 
o replace import quotas and em- 
'argoes, such as that Japan imposes 
m rice. Gatt can work to reduce tar- 
(fs over a period of time, however 
tigh at the outset. 

Under the Dunkel plan, Japan 
vould be permitted to provide im- 
ort access at low tariffs to just 3% 
X its 10 million tonne-a-year rice 
narket in 1993, when the Uruguay 
iound is scheduled for implemen- 
ation. This would be increased to 
Y by 1999, Remaining imports 
‘ould be subjected to high tariffs 
Japan's Mainichi Shimbun sug- 
rested 700%) that would be cut by 
6% between 1993 and 1999. Rather 
han accept this, Japan is seeking al- 
iances with 13 other nations, including 
south Korea, Mexico and Canada, to resist 
oressure for minimum market access. 

Apart from a guaranteed minimum-ac- 
‘ess provision in agriculture, the corner- 
itone of the Dunkel draft is that govern- 
t oot de daska æ edine be (Cott mam 


welcomed these proposals, the EC imme- 
diately rejected them. The crux of the Eu- 
ropean complaint is that Gatt will not agree 
to count as "green box" subsidies — al- 
lowable because they do not distort world 
trade — the direct payments the EC wants 
to make to farmers to allow them to cut 
production. 

The US, meanwhile, continues to de- 
mand quantitative limits on subsidised 
farm exports rather than the budgetary 
limits required by the EC. The mainstream 
US agricultural group, the American Farm 
Bureau Federation, claims that the Dunkel 
draft does not go far enough in eliminating 
European subsidies. 

It was the dispute between the US and 
the EC over agriculture which stalled the 
Uruguay Round's Montreal interim agree- 
ment in 1988 and the Brussels talks in De- 
cember 1990. This dispute could yet sink 
the round, with neither bloc having the 
same incentive for success that Japan and 
its neighbours have. 

Signalling Japan's need to compromise, 
Takeshi Nagano, chairman of the Japan 
Federation of Employers' Associations 
(Nikkeiren) said: "We definitely have to 
avoid a situation where the Uruguay 
Round collapses because of what Japan in- 
sists upon at the negotiating table." No 
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pronouncements from such a senior figure 
have been heard from the US or Europe. 
One area where the US and Europe do 
have a vested interest in seeing the round 
succeed is that of services. Four annexes to 
the draft define rules to be applied in fi- 
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agreement in the absence of accords 
agricultural access. And Asean memb 
are deeply unhappy about the idea 
opening up their banking sectors furthei 
big foreign institutions. 

A new General Agreement on Trade 
Services (Gats) is proposed which, if ! 
Uruguay Round is implemented, would 
incorporated — along with the Gatt it: 
— into a new Multilateral Trading Orga 
sation. 

Another agreement in the Dunkel di 
deals with trade-related intellectual p 
perty and services, affecting such things 
copyright, patents and trademarks. G 
members would be required to acc 
"national treatment" to all others. T 
means that they would have to give at le 
as much protection to foreigners as tl 
give to their own nationals. 

Here, too, Japan is relatively happy t 
the US — while being able to retain its ¢ 
tinctive system of awarding patents to | 
original inventor rather than the first pa 
to lodge a patent application — would 1 
be permitted to use this in a way that c 
criminates against foreign products int 
duced into the US market. US pharmac 
tical companies are far from happy, hc 
ever, at the period of grace that count: 
like India, China and Indonesia would 
. permitted before recognising 
$ patents on drugs. 


are of ii In the area of trade-related 


vestment measures, Japan is plea: 
at having clearer rules on local & 
tent. But it is not so happy that 
Dunkel draft excludes other ru 
that would have supported its ov 
seas manufacturing plants in de 
loping countries. The anti-dump) 
codes, too, are somewhat fuzz 
than Japan would have liked. 
Asian textile exporters will he 
mixed feelings over the plan to ir 
grate into Gatt the MFA, which | 
governed the US$200 billion-a-y 
world textile trade for three d 
ades. Some exporters have gro 
rich through selling unwanted qi 
tas granted under the MFA. But 
cording to observers in Gene 
where Gatt is headquartered, 
terms of the Dunkel draft offe 
better deal for well established export 
such as Hongkong and South Korea. 
The 13 January meeting in Geneva 
the Uruguay Round will indicate whet 
the current sound and fury over ! 
Dunkel proposals presages the death of 
round — and vossiblv of Gatt itself — o 
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INDUSTRY 


Malaysian insurers face solvency problems 


Too risky for comfort 





3y Doug Tsuruok Doug Tsuruoka in Kuala Lumpur 
T he Malaysian Government's recent 








sacking of senior management at 

leading auto insurer PanGlobal In- 
urance raises disturbing questions about 
he health of the country's insurance in- 
lustry. It may also signal a serious push 
y financial regulators to tackle the indus- 
ry's problems before they get out of hand. 

Many of Malaysia's 58 insurers are 
yoefully under-capitalised and face spi- 
alling operating costs, but have baulked 
t implementing higher solvency provi- 
ions that the government introduced in 
arly 1991. 

In an apparent warning that the gov- 
rnment would not tolerate further foot- 
Tagging, regulators swooped on Pan- 
slobal Insurance in December. The insur- 
t's managing director, Datuk Mak Kok, 
nd three other senior executives were 
2placed on the orders of the Director 
seneral of Insurance (DGI) by a team of 
xperts from the local office of Price 
Waterhouse. 

PanGlobal is the second nationwide in- 
arer to be placed under the DGI's control 
ince the new regulations were introduced. 
he first was Mercantile Insurance, the 
»untry's largest general insurer, which 
vas declared insolvent and taken over by 
ke DGI in March. 

PanGlobal and Mercantile are the na- 
m's two largest underwriters of motor 
surance. Their problems underscore the 
ulnerability of firms engaged in this 
saturated branch of the industry. On top of 
ais, there are about 16 other insurers (of 
M types) which are believed to be facing 
elvency problems. Not all of these, how- 
ver, are likely to face the kind of inter- 
»ntion seen at the two big insurers; most 
ave yet to reach crisis-point, and problems 
"wer down the ranks may be resolved 
rough mergers and other means. 

Still, the DGI’s move against PanGlobal 
*monstrates that it is prepared to take 
rect action to enforce the new require- 
sents. The company, which currently in- 
ares about 300,000 vehicles, or roughly 
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swelled with the increase in car sales dur- 
ing Malaysia’s four-year economic boom, 
PanGlobal failed to make adequate provi- 
sions against underwriting losses. This has 
left the company exposed to unanticipated 
claims. On average, it takes five years be- 
fore the number of claims arising from a 
particular set of motor policies can be fully 
assessed. 

The government was clearly unnerved 
by the prospect of tens of thousands of 
policyholders being denied motor-accident 
claims if PanGlobal's solvency problems 
spun out of control. So too was the auto- 
repair industry. After the DGI moved 
against PanGlobal, the Federation of Au- 
tomobile Workshop Owners Association of 
Malaysia ruled that all repairs on vehicles 
insured by PanGlobal would be postponed 
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Soaring vehicle claims erode profit margins. 


until the company gave an assurance that 
it would settle its outstanding claims. The 
company's financial problems, though, 
could take more than a year to unravel. 

The troubles at PanGlobal and in the 
industry in general stand in stark contrast 
to the growth in asset funds and premium 
income which the insurance sector has en- 
joyed since the end of the 1985-86 reces- 
sion. 

PanGlobal was forced to concentrate on 
the motor sector because of the difficulty 
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fair is that regulators will redouble th: 
efforts to reduce the industry's reliance : 
motor insurance. This could entail legis 
tion that limits an insurer's motor portfo 
to 2096 of its outstanding policies. 

Steps may also be taken to shore up t 
capital levels of ailing firms through a s 
ries of government-mandated merge: 
And the DGI can also be expected to mai 
tain a far more critical eye on top insuran 
executives, many of whom have spent e 
cessive amounts on management fees, « 
rectors’ remuneration, overseas travel a1 
business-related entertainment. Included 
the new industry regulations was a ne 
code of ethics for directors and chief e» 
cutives of insurance companies. 

Some analysts note, however, that loc 
politics may also have played a role in t 
government's decision to intervene 
PanGlobal. They point out that Tamr 
Ghafar, the son of Deputy Prime Minist 
Abdul Ghafar Baba, holds a 6.7% stake 
listed PanGlobal Equities, the parent coy 
pany of PanGlobal Insurance. The eld 
Ghafar is currently locked in a bitter co 
test with Finance Minister Datuk Se 
Anwar Ibrahim to succeed Prime Minist 
Datuk Seri Mahathir Mohamad if he leav 
office. 

The decision to place PanGlobal und 
government control would have requir 
Anwar's tacit permission as finance min 
ter. And one source close to PanGloba 
board insists that the approval to repla 
PanGlobal's senior management can 
from the cabinet. The PanGlobal affa 
then, may be an example of another ski 
mish in an escalating struggle involvir 
political and business interests tied 
Anwar or Ghafar. 

Other analysts, however, argue that t] 
crackdown on PanGlobal Insurance is 
continuation of a takeover struggle b 
tween former managing director Mak, wl 
remains at the head of PanGlobal Equiti« 
and Mycom, a diversified property-rent 
and gaming firm. Mycom is in the Hor 
Leong stable of companies, which acquiri 
a 24.476 stake in PanGlobal Equities 
1988. 

Mycom's equity purchase has bet 
marred by a legal battle, in which bo 
sides are contesting the legality of the ot 
er's stake in the company. Mak asserts th 
he controls directly or indirectly 13.4% 
the company. Mycom is disputing Mal 
indirect ownership of about 5.5 millic 
PanGlobal shares. 

Some analysts speculate that Myco 
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sapan fails to deliver hoped-for economic stimulus 


'ILP could give fillip 





wy Anthony Rowley in Tokyo 


| Prime Minister Kiichi 
Miyazawa will offer little succour to 
the West, or indeed to Asian neigh- 
“ours, in the first budget of his premier- 
Ihip. The man who helped engineer Ja- 
an's 1987-90 boom has endorsed an aus- 
arity package that seems bound to attract 
miticism both at home and abroad. By 
mailing to offer the hoped-for stimulus to 
omestic demand, Miyazawa will disap- 
oint those who looked to Japan to help 
erevent the global economy from slowing 
sown. 

Bureaucratic caution over Japan's os- 
ensibly high government debt gave the 
772 trillion (US$570 billion) budget a de- 
flationary bias. The draft measures which 
Jiyazawa's cabinet endorsed on 22 De- 
ember envisage only a 2.7% increase in 
pending from the central government's 
reneral account in fiscal 1992 (beginning 
on 1 April). This is the smallest rise in five 
ears even in nominal terms — and barely 
ositive in real terms. Moreover, the tax 
ake from the economy is set to rise. 

Miyazawa, whose hold on power is 





proving to be tenuous, appears to have 
succumbed to pressure from the powerful 
Ministry of Finance (MOF) for further fiscal 
consolidation. 

This leaves monetary policy to carry the 
main burden of stimulating the economy, 
a fact which was reinforced on 30 Decem- 
ber, when the Bank of Japan (BOJ, the cen- 
tral bank) cut the discount rate by half a 
percentage point to 4.5%. The timing of the 
cut was a surprise — no easing had been 
expected until around February — and 
clearly indicated the political pressures on 
the central bank. 

The BOJ is nonetheless likely to resist 
much more monetary easing. This means 
Miyazawa may well have to push through 
a supplementary budget later in the year 
— as he did as finance minister in 1987, 
when the regular budget failed to head off 
a slowdown. Such a stimulus could be ef- 
fected through the general account, or 
through the so-called second budget, 
which harnesses Japan's vast postal sav- 
ings and state-pension funds. 

The pressures for action are greater now 
than they were in 1987. Besides domestic 
expectations, trade tensions are building 


up with both the US and the EC. Preside 
George Bush will demand during his of 
cial visit to Tokyo, due to start on 7 Jar 
ary, that Japan import more US goods. 

Yet demand continues to slacken, 
shown by figures produced on 24 Decei 
ber by the Economic Planning Agen 
(EPA). These showed economic grow 
slowing to zero in October. The budget w 
based on an earlier EPA forecast that ! 
pan's real economic growth in 1992 wou 
reach 3.5%. The Mor, however, rejects t 
need for counter-cyclical budgetary pc 
cies at this stage, choosing instead to ei 
phasise Japan's "extremely grim" fisc 
situation. 

Finance Ministry officials stress th 
there is provision in the budget for i 
creased public-works spending. But tl 
stimulus is in effect already spoken for a: 
compensation for the slowdown in capi! 
investment by Japanese businesses. Ev 
then, overall public-works spending w 
probably rise by only about ¥2 trillio 
taking the total to about ¥27 trillion in fisc 
1992, The increase is small by the stan 
ards of private investment. 

Japan's local governments (partial 
funded by central-government grants) w 
provide more than half of this rise. Th 
spend around Y70 trillion annually, 
which Y13.3 trillion went on public wor 
in fiscal 1991. The public-works figure 
set to increase by 11.5% in 1992. 

According to the MOF, Japan is well « 
its way towards fulfilling its promise 
spend an extra Y430 trillion on pub! 


which it considered largely responsible for keeping land and 


property prices artificially high. 
The ending of the MOF curbs comes too late to ward off what 


Off the leash 


The ground for Tokyo's announcement on 30 December of a 
further cut in interest rates was prepared a few days earlier by 
a decision to abandon restrictions on banks' real-estate lending. 

In lifting the curbs from 1 January, the Ministry of Finance 
(MOF) acknowledged the end of Japan's property bubble. It 
also gave the central bank leeway to cut rates in order to brake 
the Japanese economy's slide. The MOF appeared to be moving, 
too, to head off further problems and possible collapses among 
Japan's non-bank financial institutions, which are heavily ex- 
posed to the property sector. 

Japanese interest rates had been rising for over a year when 
the lending curbs were introduced in April 1990. Banks were 
told to restrict growth of real-estate-related lending to the same 
rate as that of their overall lending. Monetary tightening con- 
tinued relentlessly until mid-1991. The Bank of Japan (Boj, the 
central bank) cited stubbornly high land and property prices as 


looks like being a sharp slide in Japanese land and property 
values. Figures released by Japan's National Land Agency on 
20 December — the same day that the MOF announced the 
lifting of its curbs — show that land prices in the Tokyo area 
fell by 7-9% between July and December and by 10-13% in 
Osaka. Outside prime commercial areas, the decline has been 
much sharper. Property values have also been declining 
steadily, with the over-built condominium sector feeling most 
of the pain. 

This is bad news for Japan's major commercial banks, which 
have an estimated ¥100 trillion (US$790 billion) worth of pro- 
perty-related lending on their books. It is probably worse news 
for the 25,000 or so non-bank financial institutions in Japan 
which — proportionate to their size — are believed to have an 
even heavier exposure to the real-estate sector. 

Many Japanese banks used these non-bank institutions as à 
conduit for indirect lending to the property sector after the MOF 
imposed its credit limits in April 1990. By lifting the curbs 
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—— over the 10 years to 2001. But that 
pledge, given in the 1990 Structural Im- 
pediments Initiative with the US, was set 
ndependently of any need to offset a 
slowdown in the private sector. 

So the big question now is how much 
more Miyazawa's administration will be 
willing or able to squeeze out of "off-ba- 
ance-sheet" financing if, as expected, pres- 
sures for further stimulation become irre- 
sistible in 1992. 

The major source of such financing is 
he “second” budget, known officially as 
he Fiscal Investment and Loan Pro- 
gramme (FILP). The programme's general 
*xpenditures for fiscal 1992 are set 
it ¥32 trillion — roughly half the size 
of the main budget. Because the FILP 
5 funded through loans from postal 
avings and state pensions, it pro- 
‘ides a more opaque instrument of 
iscal policy than the main budget. 

Only Y5 trillion of the FILP’s ¥32 
rillion spending is slated directly for 
»ublic-works projects in fiscal 1992. 
But this is a 10% increase over 199] 
— and a good deal more could 
»robably be channelled in this direc- 
ton if required. 

The second budget is used to finance 
arious government agencies such as the 
apan Development Bank, which finance 
Yrastructure projects by on-lending to the 
erivate sector. Thus there is a multiplier 
ffect in providing fiscal stimulation 
hrough the FILP. 

Some analysts argue that the Japanese 
wcial-security system, whose assets are 
argely invested through the FILP, could 
«ford to run down its reserves somewhat 
Yorder to finance additional public works. 
he economic stimulation this would ad- 
minister would lead in time to increased 
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tax revenues. 

Japan does not disclose the size of its 
social-security assets. The OECD, however, 
estimates that if they were netted against 
Japan's gross debt, the country's debt-to- 
GNP ratio would fall from 67% to nearer 
11%. 

The MOF, on the other hand, argues that 
these reserves will be needed to cope with 
Japan's rapidly ageing population. Like- 
wise, the ministry justifies its relatively 
austere budget for 1992 partly on the 
ground that an ageing population cannot 
support current levels of national debt. 

Japan eliminated new issues of so-called 
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deficit bonds in fiscal 1989, and nowadays 
issues only “construction” bonds which are 
supposed to finance physical assets. But 
there still remains what the MOF calls a 
“massive” overhang of outstanding issues. 
It is argued that this puts the central gov- 
ernment in a fiscal straitjacket. 

The total amount of national bonds out- 
standing at the end of fiscal 1991 is likely 
to amount to ¥170 trillion. On a gross basis, 
this represents the highest debt-to-GNP 
level in the OECD except for the US. Debt 
servicing as a percentage of GNP is higher 
in Japan than anywhere else in the OECD. 


Down in the dumps 


After five years of zero economic 
growth or worse, New Zealanders have 
become sizeable buyers of rich countries' 
second-hand clothes — or "pre-loved 
clothes," as one importer calls them. 
Some NZ$4 million (US$2.2 million) 
worth were brought in during the past 
18 months. 

Minister for Trade Negotiations 
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supposed free-trade principles, in De- 
cember a duty of NZ$7.50 a kg was 
slapped on imports of second-hand 
clothes. 

The trade minister was not the only 
one who was unhappy about the trend. 
Local clothing manufacturers and brand- 
name retailers were miffed that imports 
of new clothes carry tariffs of 40%, while 


The MOF had hoped to limit its issuar 
of bonds in fiscal 1992 to ¥4.9 trillion, | 
looks likely to have to issue up to Y. 
trillion because of pressures on tax r« 
enue. 

Tokyo has managed to save about Y8 
billion by cutting grants to local gover 
ments. Yet at the same time, Japan's ol 
cial development assistance is due to r 
by 7.8% to Y952 billion in 1992 to meet p: 
viously set targets. And defence spendi 
is budgeted to rise by 3.8% to more th 
Y4.6 trillion. 

This means that debt service will rea 
an estimated ¥16.4 trillion, or 20% of p 
mary-budget expenditure. Mea 
while, the government's reliance 
new debt will rise above 10% of | 
tal revenues. 

The ministry has resist 
demands for counter-cyclical t 
cuts next year, with the exception 
abolishing a temporary oil tax us 
to help finance Japan's contributio 
to the Gulf War, and reducing ta» 
on luxury vehicles. Tax revenues : 
expected to be down this fiscal ye 
reflecting the slowdown in t 
economy. Despite a forecast 1. 
rise in 1992 to Y62.5 trillion — financed 
a new landholding tax and a corporate ` 
come-tax surcharge — the MOF calls t 
outlook for tax revenues "bleak." 

Using revenues from privatisations 
state enterprises is also a limited opti 
now. In fiscal 1991, the government e; 
ployed Y1.3 trillion from sales of shares 
Nippon Telegraph & Telephone (NTT) f 
public-works projects. But it is budgeti: 
for only Y216 billion from NTT sales in 19* 
The planned sale of a stake in Japan 1 
bacco will probably net only around Y2 
billion. 
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point where they outnumbered new car 
registrations. Next came a deluge of re- 
treaded tyres. In each case, import barri- 
ers were raised in response. 

Although the government may think 
that national pride has been wounded 
by the import onslaught, there is little 
evidence that New Zealand is about to 
join the ranks of the Third World just 
yet. Second-hand garments comprise 
only 0.5% of total domestic clothing 
sales. Even the US has a flourishing trade 
in used jeans. 

According to Murray Rae, president 
of the Textile and Garment Manufac- 
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oreign institutions snap up China s B shares 


Welcome back 


y Elizabeth Cheng in Shanghai 


oreign investors seem to have de- 

4 cided that owning Chinese shares is 

a good bet on the country's future, 

ven if there are some formidable risks in- 

wolved. An issue of B shares in mid-De- 

»mber — the first sale of stock to foreign- 

«s in 40 years — was fully placed and 

nderwriters have already signed up for 
everal other planned offerings. 

For the moment, at least, investors have 
ut to one side concerns about China's 
zeak accounting practices and lack of 
orporate law. Nor will they expect to have 

say in company policy. Although the B 
hares — like the A shares sold to domes- 
c investors — nominally have a vote, 
Vestern-style accountability is not on of- 
Pr. 
The initial steps in welcoming back 
oreigners also revealed some important 
ifferences of approach between the two 
xchanges involved — Shanghai and 
henzhen — as well as between the issuing 
ompanies. 

Shanghai is the state's premier venue 
or stockmarket reforms, and was the first 
» unveil B-share regulations in late No- 
ember. But Shenzhen, the go-getting spe- 
ial economic zone (SEZ) next to Hong- 
ong, beat it to the punch with the first 
ssue. 

Shenzhen-based China Southern Glass 
old 16 million B shares — a 14.8% stake 
— to raise HK$85 million (US$11 million). 
nternational underwriter Hoare Govett 
eported that the issue was oversubscribed 
nd that all the shares were placed with 
nstitutional investors in the US, Europe 
nd Asia. 

The glass-maker, which exports about 
0% of its output, is a joint venture be- 
ween several Chinese enterprises. Its 
rincipal shareholder is China Merchants 
team Navigation Group, a mainland- 
ontrolled but Hongkong-based enterprise 
vhich has management rights over 
hekou, an 8.2-km area within the SEZ. 

Issued on a prospective price-earnings 
p/e) ratio of 13.8, the shares will fund 





inaugural B-share issue may ultimately be 
more significant. It is bigger and involves a 
state-owned company, television-tube 
maker Shanghai Vacuum Electron Device. 
The company plans to offer 1 million, 
or 33%, of its shares to raise around US$80 
million. Lead foreign underwriter SBCI 
Finance Asia says it has been swamped by 
enquiries, even though a prospectus has 
yet to be issued. The sale is expected to 
take place towards the end of January. 
Part of the reason for the delay was a 
scramble among foreign institutions to 
underwrite the issue, resulting in confusion 
and controversy which marred the ex- 
change’s announcement that overseas in- 
vestors were to be welcomed back. 





Shanghai stockmarket's reassuring facade. 


More fundamental differences separate 
the two exchanges, however. Many of 
Shenzhen's existing and proposed listings 
are joint ventures with Hongkong-based 
companies, giving them a degree of inter- 
national exposure. Shanghai's board, on 
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as well as drawing in much-needed func 
For investors, however, the inadequacy 
accounting is one of the major pitfalls. Ch 
nese accounting, for example, makes » 
provision for bad debts, depreciation : 
foreign-exchange risks. Neither does 
consolidate the accounts of a company ar 
its subsidiaries. Another problem is Ch 
na's lack of a satisfactory legal framewor 
governing corporate behaviour. 

It took international accountants Arthi 
Andersen nine months to bring Shangh 
Vacuum's books up to a standard capab 
of withstanding international scrutin: 
Andersen partner Meocre Li says Shangh 
officials nevertheless overcame their relu 
tance to disclose information once the 
understood why it was necessary to do s 

The Shanghai company has brigl 
prospects. About 80% of its TV pictui 
tubes are sold to state-owned assembler 
giving it a steady market. Moreover, tk 
assumption of joint-venture status - 
combined with a move to the city's Pudor 
development zone — will cut its tax rate 1 
15% from 55%. 

Earnings are expected to almost doub 
in 1992 to Rmb 72 million, even thoug 
wages will eventually have to rise b 
around 60% to joint-venture levels. Sorr 
75% of the funds raised from the issue wi 
be used to expand the company’s color 
Tv-tube production and the rest to reduc 
debt. 

The price of the Shanghai Vacuum offt 
has been fixed at Rmb 420 a share, makin 
for a prospective p/e ratio of 17.5. Th 
compares with Rmb 860 for Shanghi 
Vacuum's A shares, and p/e levels of 61 
80 for Shanghai stocks. 

Analysts worry that the surge i 
Shanghai share prices, which partly reflec 
China's lack of investment options, is bx 
coming dangerously overheated. Bours 
authorities have tried to stem speculatio 
by restricting daily price fluctuations t 
0.5%. Such is the enthusiasm for share 
however, that plans to float eight moi 
companies in December had to be aborte 
after violence broke out among investoi 
queuing for a chance to buy one of tk 
stocks. 

The Shenzhen market is seen as bein 
more mature. Share trading in the SEZ gx 
off to a boisterous start in 1989 in an unrul 
kerb market, pushing p/e ratios as high e 
80 in November 1990. Prices have sinc 
come down to more realistic p/e's of 40 c 
so, having dipped to 15. 

Shenzhen's exchange expects to list 1 
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Stalled share offering escalates NSC ownership rift 


Steely ambitions 





3y Rigoberto Tiglao i in Manila 


T he heat has been turned up in the 


legal wrangle concerning the own- 

ership of National Steel Corp. (NSC) 
f the Philippines, hindering efforts by the 
'ompany to transform itself into an inte- 
rrated steel maker. When the Securities 
ind. Exchange Commission (SEC) said on 
,3 December that it was not ready to ap- 
rove a government plan to sell 25% of 
ysc’s shares, the regulatory body cast a 
lark cloud on the company's means to fi- 
lance expansion. 

The SEC wants more time to study a 
'omplaint filed by the Jacinto family, 
vhich says it has a legal right to as much 
is 80% of the shares of NSC, before approv- 
ng the P2 billion (US$75 million) share of- 
ering in the government's partial-privati- 
ation effort. The Jacintos argued in the 12 
Jecember filing that the issue should be 
»ostponed pending a decision in a lawsuit 
nvolving the recovery of their assets in 
(sc. The SEC did not say when it would 
nake a decision, but one is not expected 
oon. 

The Jacinto family filed the complaint 
vith the sEC one day after NsC asked the 
egulatory body for permission to hold the 
hare offering in the first quarter of 1992. 
“he Jacintos owned 100% of Iligan Inte- 
ated Steel Mills Inc. (SM1) until 1974, 
vhen the 11-year-old company was taken 
ver by the administration of President 
'erdinand Marcos because of alleged mis- 
nanagement. NSC, which was technically 
et up in 1974, was managed by usM until 
981, when it acquired the Jacinto com- 
"any. 

At stake in the dispute between the 
Aquino administration and the Jacinto 
amily is more than just the fate of NSC, 
which is one of the Philippines’ largest en- 
?rprises, with assets of P22.6 billion. Nsc’s 
»roblems are hindering the establishment 
*f a mostly self-sufficient steel industry, 
ionsidered by many economists and indus- 
-y executives to be a necessary base for 
idustrialisation in the Philippines, as it 
was in Japan and South Korea. 
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NSC's TUER mill, which has an an- 
nual capacity of 500,000 tonnes, supplies 
43% of the country’s steel coils and plates. 
The company's two cold-rolling mills have 
annual capacity of 600,000 tonnes, and ac- 
count for 73% of the country's consump- 
tion of products generally used for galva- 
nised sheets, drums and home appliances. 
Demand not met by NSC is imported. 

Because of its size, NSC is widely con- 
sidered the best-suited steel maker in the 





Philippines to move into steel manufactt 
ing. Nonetheless, the Aquino administr 
tion has been only lukewarm towards t 
idea of revamping the company into , 
integrated steel maker, in contrast to t 
near-obsession of Marcos officials with t 
plan. Analysts say Aquino is averse to ¢ 
tablishing strategic manufacturing ente 
prises under government aegis. 

Some analysts also point out that Ns 
low priority with the Aquino adminis 
tion shows its inability to put business t 
fore politics. They say Sen. Juan Pon 
Enrile, Aquino’s former defence minist 
and a leading opposition politician, h 
been viewed by some presidential aides 
the Jacinto family's political patron. 

This perception of Enrile developed le 
than a month after Aquino assumed t 
presidency, according to these analysts. 
March 1986, Enrile, in his capacity t 
stowed during the Marcos years as admi 
istrator of government-sequestered asse 
released to the Jacintos all family proper 
taken over by the Marcos administratic 
The Aquino administration, however, 1 
fused to turn over NSC to the Jacintos E 
cause it said the government-owned L 
velopment Bank of the Philippines had . 
ready foreclosed on the company's asset 

Analysts say the rift that erupted t 
tween Aquino and Enrile after the Augi 
1987 coup attempt effectively ended ai 
hopes of the Jacinto family reaching a cor 
promise with the government for al 
quick settlement of their claims. Mea 
while, NSC has been mostly left on its ow 
prompting its management to rely on su: 
instruments as money-market placemer 
to raise funds for expansion. 

Despite the ownership wrangle, NSC ¢ 





Burning obsession 


Jose and Fernando Jacinto have never for- 
gotten their father’s plan to build the 
Philippines’ first integrated steel mill. The 
brothers say they must complete what 


Fernando Sr began three decades ago. 


The brothers, who have run their 
family’s businesses since the late 1970s, 
long believed they had enough experi- 
ence in the steel industry to pull off such 
a project. What they were short of was 
financial muscle, even though the family 
conglomerate — Grupo F. Jacinto — ap- 


pears to be prospering. 


grated steel complex. 

The equity arrangement of the joi 
venture, which is to be located in Ilig 
City on Mindanao Island, has yet to 
finalised. Analysts believe it will mx 
likely be a 60-40 split with Grupo 
Jacinto taking the larger portion, but t 
Jacintos say other investors — mos: 
end-users — have expressed an inter 
in joining the project. 

Today, a scale model of the compl 
is displayed prominently in the Jacint 
modest office buildine in the Makati bu 


cials say the company has been managed 
fficiently. They point out that a P3.6 bil- 
on five-year expansion programme that 
»ughly doubled its capacity was com- 
leted on schedule in 1987. They say P1.5 
illion has already been spent on the com- 
any's current five-year expansion plan, 
rhich is budgeted for P7 billion. 

NSC also appears to be financially 
ound, though the company is not enjoy- 
ag the high level of success it had in 1988, 
vhen it reported earnings of P820 million, 
r in 1987, when it posted P670 million. In 
990, NSC’s earnings plunged 65% from a 
ear earlier to P149 million, largely because 
f price ceilings imposed on its products 
y the government as a means of control- 
ng inflation. The company's revenue in 
990 fell 11% to P10 billion. 

Nsc has not released an earnings fore- 
ast for 1991. Analysts, however, expect the 
ompany’s results to have improved be- 
ause of increased demand and the lifting 
if price ceilings. 

Some analysts argue that NSC's earnings 
re helped more by its near-monopoly po- 
ition in the steel industry than by man- 
gement. Felipe Calderon, an NSC vice- 
resident from 1982-86, says the revamp- 
ng of the company’s hot mill was delayed 
or more than five years, crimping both ca- 
"city and earnings. He says the compa- 
\y’s planned second hot mill at the Iligan 
“ity complex, scheduled to begin operat- 
ng in 1988, has yet to be commissioned 
*ecause of problems arising from the ac- 
juisition of components from too many 
iources. 

Antonio Arizabal, Nsc's chief executive 
fficer, disputes the criticism by Calderon, 
vho is a consultant to the Jacinto family 


heir protracted fight with the Aquino 
idministration concerning their owner- 
ship claim to National Steel Corp. (NSC). 
arupo F. Jacinto was resurrected in 1986, 
ifter 14 years of being under sequestra- 
ion by the Marcos administration. 

The group is expanding around three 
:'ompanies that manufacture steel prod- 
acts: Jacinto Iron & Steel Sheets Corp., a 
»roducer of galvanised iron sheets; 
Mindanao Steel Corp., a processor of gal- 
vanised sheets; and Camara Steel Indus- 
ries, a drum maker. 

These companies — as well as the 
family’s main asset, NSC, six smaller en- 
‘erprises and a now defunct weekly busi- 
ness newspaper — were turned over to 


for an integrated steel complex it wishes to 
build in Iligan City. Frustrated by failed 
attempts to get back its assets in NSC, the 
Jacinto family — through Grupo F. Jacinto, 
its conglomerate managed by brothers Jose 
and Fernando — has agreed to build a 
US$700 million integrated steel complex 
with China's Shougang Group. 

Arizabal attributes the NsC's delays in 
the commissioning of the first hot mill to 
problems resulting from limited financial 
resources. He says the delay in operating 
the second mill is not exceptional. 

NSC and the Jacinto family also disagree 
on how the Philippine steel industry 
should be expanded in the short term. In 
1990, NSC completed a feasibility study 
funded by the US Agency for International 
Development for a blast furnace with an- 
nual capacity of 2.4 million tonnes. The cost 
for the furnace was projected at a whop- 
ping US$1.9 billion for the machinery 
alone, up sharply from the US$70 million 
price tag projected for the entire project 
when it first hit the iiSMI drawing boards 
three decades ago. 

Calderon says the high-cost blast fur- 
nace could be disastrous for NSC, not only 
because of the cyclical demand for steel — 
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Steel demand rising. 





the companies. 

Revenue figures provided by Grupo 
F. Jacinto show rapid growth to P1.5 bil- 
lion (US$56 million) in 1990 from P467 
million four years earlier. Assets rose to 
P1 billion from P271 million. 


which peaked at 1.7 million tonnes in 19 
— but also because of the volatility of t 
Philippine economy. He says the furna 
would be underutilised at current deman 
adding operational costs the company do 
not need. 

By anyone's measure, the cost of t 
project is unrealistic given demand atr 
NSC's estimated retained earnings of P8 
million as of April 1991. Even governme 
officials supportive of NSC are at a loss 
explain how the company can raise th 
much money. 

The Jacinto family favours a mo 
conservative strategy. In their joint-ventu 
project, for example, the Jacintos plan 
build a blast furnace with annual capaci 
of 1 million tonnes. The facility is to 
designed so that it can be easily expand: 
as demand rises. 

Analysts forecast annual steel demai 
in the Philippines to reach 2 million tonn 
this year, adding heavily to the Philippi 
import bill. Imports of steel slabs ài 
other steel products have averaged abo 
US$450 million in each of the past thr 
years. 

It could be some time, however, befc 
NSC can help out in this problem, if ev 
Without the capital injection that a pub 
share offering would provide, the coi 
pany is unlikely to be able to finance t 
setting up of an integrated steel complex 
any size. Moreover, the disagreement I 
tween NSC and the Jacinto family has ke 
people off the company's bandwagc 
Politicians and industry executives ha 
tried to remain aloof from the infighti 
between the two sides. 

Perhaps even worse for the compar 
even if the SEC gives NSC's share offeri 
the go-ahead, the issue's reception amo 
Philippine investors is likely to be cool t 
til the company's ownership question 
resolved. But analysts are not holding th 
breath on this matter. 

The Jacinto family filed its laws: 
against the government on 29 Decemt 
1989 in the Regional Trial Court in Ilig 
City. The case was transferred to the £ 
preme Court in Manila in January 1990 
ter the lower court refused to accept I 
government's request for a dismissal. T 
case could drag on for years, a turn 
events that analysts say would furtl 
weaken NSC’s case for building an in 
grated steel mill, especially if the Jaci 
family's joint-venture project gets off | 
ground. 

But without sufficient steel-produci 
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[he LC begins a new sti ategy against Japan 


Tough talk 











ly Shada |. Giada olan i Biueedis ||. much to learn from the US on securing 
trade concessions from Japan. 
he EC, alarmed by a worsening While in Tokyo recently, Andriessen 


trade deficit with Japan, has started told Japanese Trade and Industry Minister 
working on a tougher approach to Kozo Watanabe that both sides must look 
rising open Japanese markets. It wants at ways of achieving more balanced trade. 
uick Japanese action to remove barriers He said Japan must accept "its responsi- 
indering sales of European products. bilities by opening specific markets, liber- 
The tactic will get tested in March,  alising regulated sectors and introducing 
chen EC and Japanese trade officials plan structural reform." 
> meet to discuss difficulties. At the talks, The EC is frustrated by the expansion _ if Japan's financial troubles continue. 





C Trade Commissioner Frans Andriessen of its trade gap with Japan. In the first 10 In the first 10 months of 1991, EC e 
rill present his Japanese counterparts with months of 1991, the deficit reached a record ports to Japan fell 8.5% from a year earli 
list of EC products ignored by Japan. US$23 billion. It is expected to widen to to US$26 billion, led by big drops in cai 

Japan is likely to be given a deadline by US$30 billion for the full year. textiles and alcoholic drinks. Rises in e 
‘hich to show that it is acting to remove Japanese trade officials attribute the ports of computers and electrical par 


bstacles to these exports, EC trade offi- growing deficit to increased demand from compensated only marginally. 
ials say. The EC is particularly angered at Germany that will eventually stabilise. But EC trade officials do not believe tl 
tpan’s failure to buy hi-tech goods that the EC argues that the problem has more March trade talks with Japan will be eas 
ave secured an important share of the US to do with an overall decline in European Although progress has been made in ge 
arket. exports to Japan. The slowdown of the ting Tokyo to lower tariffs on a limite 
EC trade officials say they are not seek- Japanese economy has had a specially ad- quantity of European leather and footwa 
ig a European version of the Structural verse impact on sales of luxury goods, and exports, they say most obstacles facir 
npediments Initiative begun in 1989 by EC officials believe the Japanese appetite sales of EC products in Japan are not à 
1e US. But they admit that the EC has for European goods could weaken further ways easily identifiable. 





OLICIES be the beneficial shareholders." 
Teo was charged with five counts « 
deception for having applied for more tha 

















LEARN ; » | . "A91 Arr os 2.5 million Wing Tai shares valued : 
Ungapore exchange gets tougher or Ccompamnt F S$3.1 million (USSI 9 million). He resigne 
s from Rothschild's shortly after the charge 
Dut with the old EC 

Ang was charged on 10 counts of di 
ception for attempting to obtain 1 millio 
| rate disclosure to a level unprecedented in shares valued at $$1.2 million. He remair 

—— Friedi ne East Asia. ji a Kim Eng director. 
^w ingapore is again underlining its lack Analysts say the moves are part of a Both Kim Eng’s managing directo 


of tolerance for corporate malfea- trend apparent since 1985. After the near- Ronald Oei, and David Blackett, Rot? 
sance. Two arrests and the release of collapse of the SEs from the forward sale of — schilds' regional merchant banking chie 
?w stockmarket guidelines in December shares during the Pan-Electric debacle, have stressed that the individuals wer 
ipped a year in which authorities tight- Singapore authorities began tightening the acting on their own accounts and that the 
ved disclosure rules and took a tougher — exchange's rules to ensure equal treatment did not expect the charges to have a detr 
ae against market participants accused of of all shareholders. They also began ar- mental impact on their businesses. Kir 


wbreaking. resting prominent individuals, such as the Eng and Rothschilds were among the 2 
On 27 December, two businessmen head of the CAD, for white-collar crimes. sub-underwriters of the Wing Tai issue. 
ere charged with criminal deception on The latest businessmen to feel the bite Analysts say the arrest of the busines: 


ie ground that they had illegally filed ^ are Patrick Teo, the now former local man- men is in line with the government's e 
ultiple applications for the purchase of aging director of British merchant bank N. forts to push company directors and the 
ares in 1989. Other individuals are be- M. Rothschild & Sons, and Ang Lay advisers to ever higher standards. On 1 





Structural difficulties cited by the EC 
ad the US, for example, often relate to 
pan's closed distribution system and 

marketing and production networks 
at are too opaque for foreigners to 
derstand. “We know these are not 
iministrative import barriers," an EC 
ade official explains. "But the important 
ingis that because of these difficulties, 
ir exporters cannot penetrate the Japan- 
e market." 

The EC’s competition commissioner, Sir 
eon Brittan, is pressing for tougher Japan- 
se rules against cartels and other anti- 
ompetitive business practices. He has ac- 
ised Japan of retaining "an economic sys- 
m and a business culture which has the 
fect — whether by accident or design — 
f discouraging import penetration except 
ı certain niche luxury markets.” 

The EC also notes that while its 12 
iembers have Japanese investments 
alued at US$55 billion, European invest- 
rents in Japan stands at around US$3 bil- 
on. In Japan, Andriessen insisted that the 
untry must be ready for "serious under- 
ikings to remove disincentives for invest- 
tents.” 

If necessary, EC trade officials say, joint 
fforts to open up Japan's markets could 
e undertaken with the US. As Sir Leon 
oints out, the EC is getting ready to em- 
ark on "an unrelenting search for evi- 
ence of change in the Japanese market." as 





rohibitively strict and, in some cases, in- 
ppropriate to Singapore's entrepreneurial 
usiness environment. In mid-1991, the sES 
irned down rights and bonus issues by 
ve companies on the ground that they 
ad abused the privilege previously. 

Under the new measures, companies 
roposing to raise funds must have had 
ither an improving or a stable operating 
erformance in their three most recent fi- 
ancial years. They must also be capable of 
aintaining the absolute quantum of divi- 
end paid in their previous financial year. 

Further, companies proposing a rights 
sue must indicate a specific use for the 
roceeds. If a company wants to redeploy 
e money, it must inform shareholders 
romptly about the alternative use for the 
ands. 

Stock splits have also been made more 
ifficult. Apart from complying with the 
equirements applicable to any capital is- 
ue, a company must have a share price 
nat has been trading above S$8 for at least 





INVISIBLE HAND 


Borderless f irms 


Which company better serves the US economic interest: an American-owned com- 
pany with manufacturing facilities overseas, or a foreign-owned company produc- 
ing in the US? Such issues are being debated ever more frequently, and more 
heatedly, as manufacturing becomes increasingly global and complex. 

A while ago, Harvard University scholar Robert Reich upset US economic na- 
tionalists by answering the opening question in favour of the foreign-owned com- 
pany. Reich argued that whether there are high-wage jobs in the US that support 
rising living standards — his definition of the US economic interest — depends 
less on the profitability of US-owned companies than on the competitiveness of 
economic activities located within the US. Who owns those activities, he believed, 
was not central to that discussion. 

Since then, his critics have tried to prove that foreign-owned companies fail to 
satisfy even this test. These companies are less likely than their US-owned counter- 
parts to have competitive economic activities inside the US, it is claimed. And even 
if they did, they could not be trusted to act in the US' best interest. 

More recently, the long-running battle between typewriter makers Smith Co- 
rona of the US and Brother of Japan has graphically illustrated the debate. Smith 
Corona has assembly plants in Singapore and Indonesia which produce typewrit- 
ers for the US market; Brother, like Smith Corona, buys parts from other Asian 
countries but assembles them at a factory in Tennessee. 

During 1991, Brother turned the 
tables on Smith Corona, which had 
for years accused it of dumping its 
products onto the US market. 
Brother charged that it was Smith - 
Corona which was dumping over- 
seas-produced machines in the US, 
threatening the jobs of Brother em- 
ployees in Tennessee. 

Brother, in effect, was claiming 
that what is good for it is better for 
the US than what is good for its US- 
owned competitor. Perhaps unsur- 
prisingly, the US Commerce De- 
partment recently dismissed Broth- 
er's complaint on the ground that as 
a foreign-controlled company it did not have the "standing" to file an anti-dumping 
suit in the US. But Brother also scored a few points. 

The department, after deciding that Brother's Tennessee plant was more than 
just a “screwdriver” operation, cleared it of a complaint by Smith Corona that it 
was dumping electric typewriters. The decisions show that “made in the US" is at 
least as important as being US-owned. 

The issue becomes further complicated, however, when transfer pricing of im- 
ports is involved. Many foreign companies have been accused by US authorities of 
dumping (underpricing imports), at the same time as they are accused of "income - 
stripping" (overpricing imports). 

In another celebrated case, Japanese car maker Honda has been accused 7 
overstating the North American content of its models manufactured in the US and 
Canada. If Honda is found guilty, it will owe back-tariffs for cars which it shipped 
from Canada to the US duty-free under the US-Canada Free Trade Agreement. 

Yet interestingly, in other circumstances, top US trade officials have argued that - 


Workers at US Honda car plant. 
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The yen s new role 


he world is facing the possibility 

of a severe shortage of funds, and 

Japan needs to play a bigger part 

in relieving the pressure on inter- 
iational liquidity. The matter has become 
nore urgent as a result of the break-up of 
he Soviet Union and the rapid liberalisa- 
ion of Eastern Europe. 

The IMF has estimated that the annual 
lemand for funds that will have to be 
upplied by the capital markets for the 
conomic restructuring of the former So- 
riet Union and Eastern Europe could total 
ibout US$100 billion a year. This is an ex- 
remely large figure when compared with 
he international supply of funds in recent 
imes. According to the Bank for Interna- 
ional Settlements, total net international 
inancing (net international bank lending, 
iet placements in the Euromarket and net 
ond financing) totalled US$295-515 billion 
ietween 1986 and 1990, 

If the demand for funds by the former 
ommunist countries were not met 
hrough the international capital markets, 
hese countries would be forced to rely on 
ifficial sources of funds. But even then, 
here would be an unavoidable impact on 
aternational liquidity, because any recy- 
ling of official funds has to be done by 
ising hard currency. This would have the 
ffect of "crowding out" international li- 
uidity. As a result, the international 
apital markets' supplies of credit would 
row unstable and would harm the ability 
K private sources of funds to service the 
adustrialisation needs of the developing 
ountries. What is needed are net capital 
xports to enhance international liquidity. 

In the 1980s, the major focus of the im- 
alance in the international liquidity was 
n the sharp contrast between the US as a 
duntry with a large external deficit and 
apan and Germany as surplus countries. 
he financing of the US current-account 
reficit was provided by exports of capital 
'om Japan and Germany. 

The actual route taken by recycled 
ands was not as simple as that, though. 
irst, Europe was the main capital exporter 
» the US in 1985-90. Japan's total flow of 


By Jiro Otsuka 


Japan, by contrast, incurred net debts of 
US$45 billion in the Euromarkets despite 
its huge current-account surplus. 

How did this happen? Capital exports 
take two forms: disintermediated transac- 
tions (consisting of direct and portfolio in- 
vestment) and intermediated transactions 
by the banks. Dividing Japanese capital 
exports into those converted from yen and 
those that are US dollar-based, three points 
are noteworthy about the trend since the 
mid-1980s. First, portfolio investments by 
Japanese institutions have been yen-con- 
verted. Second, direct investment by 
manufacturers has contained two compo- 
nents: a US dollar-based component 
supplied by financial intermediation and 
a yen-converted component for what- 
ever equity stake is taken in an overseas 
project. Third, capital exports through fi- 
nancial intermediation 
have been US dollar- 
based. 

Thus, the only invest- 
ments capable of provid- 
ing yen-converted capital 
exports are direct and 
portfolio investments. Fi- 
nancial intermediation 
has not done this. Yen- 
converted investments 
can be regarded as net 
capital exports from Ja- 
pan and are part of Ja- 
pan's current-account 
surplus. Gross capital 
exports in excess of the 
current-account surplus 
represent the portion supplied through fi- 
nancial intermediation. This excess amount 
indicates that Japanese banks lack the abil- 
ity to be net exporters of capital, because 
they cannot, for various reasons, hold large 
yen-converted positions overseas. In fact, 
financial intermediation by Japanese banks 
in the late 1980s was largely dependent on 
supplies of international liquidity from 
Germany. 

On the supply side of international li- 
quidity, Japan played only a minor role in 
the late 1980s as a yen-converted capital 





to count on Germany to supply capital 
the rest of the world. 

The seemingly inescapable conclusi 
is that the Euro-interbank market, the ma 
channel for private international capit 
movements, will soon experience a sha: 
liquidity crunch. For this to be avoide 
Japan will have to strengthen its ability 
supply international liquidity. 

The recycling of official funds is e 
pected to become increasingly governed 1 
the political urgency of support for tl 
former Soviet Union and for Eastern E 
rope. For that reason, the mechanism f 
channelling private flows of internation 
capital to developing nations — Asian on 
in particular — must be enhanced. F 
geographical and historical reasons, Japs 
has a clear responsibility to supply capit 
to developing East Asia. On this sco 
there are good reasons 
think that Japan and tl 
rest of East Asia will i 
creasingly compleme: 
each other in terms of tl 
flow of capital within t] 
region. 

The problem is that 
the moment these capit 
flows are conducted : 
US dollars, and financi 
intermediation by Japai 
ese banks has therefo 
depended upon suppli: 
of dollars from the Eur 
interbank markets. So 
order to maintain a st 
ble rate at which fun 
are recycled from Japan to the rest of Ea 
Asia, it must be ensured that financial ï 
termediation by the Japanese banks is doi 
in a way that results in capital exports. Th 
means that the yen must be internatione 
ised. 

Regional economic integration in Ea 
Asia has already bolstered the role of tl 
yen in the area. Taiwan's Central Ban 
for example, now holds 30% of its offici 
reserves of around US$80 billion in ye 
compared with very small amounts on 
five years ago. Partly for historical reason 
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Has the balance of 
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power in Asia shifted? 
has challenged US dominance in Asia where both govern- 
apan has challenge ominance in Asia where both govern JAP N T ASIA 


ments and individuals are looking to Tokyo for a lead. But, despite 

their growing economic might, the Japanese seem reluctant to 
play this role. The rest of Asia remains unsure what Japan’s ultimate 
intentions are. 





Now comes a book which examines these important questions, as 
seen primarily from the viewpoint of Japan’s neighbours. Compiled by 
correspondents of the Far Eastern Economic Review, Asia’s most re- 
spected magazine, “Japan in Asia” reveals what other Asians think of 
Japan. 

Send now for this unique and fascinating study of the most 
significant Asian power-shift in decades. Essential reading for 
business people and, indeed, anybody with an interest in the 
region. 


Mail, Fax or Phone: Far Eastern Economic Review, 

G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338. 

Please rush me the just published JAPAN IN ASIA at HK$140,00, US$17.95, £10.50, Y2,500.00, S$31.00 or M$50.00 each. 
No. of copies LJ by airmail" E by surface 





E Y 
à +" 
y 1 he 
uw 


MEMORY-MAKING 





Experience to treasure for a lifetime 


How could one ever forget one's first snow? Especially if you come from a place where 
it never falls... 

This NEC semiconductor production specialist and his wife had never seen snow until 
they came to Japan from Singapore. When they return, they'll be taking back something 
more permanent than snowballs. They'll be carrying a lasting wealth of experience and 
know-how to help NEC Electronics Singapore Pte. Ltd. make better products. 

NEC brings some 1.600 people like this couple to Japan everv vear in order to make 








MAKING-MEMORA 





Producing state-of-the-art RAM chips in Singapore 


Memory —the stuff that computers are made of. Advanced memory chips are the brain power 
of today's computers. Like this one-megabyte RAM (Random Access Memory) device, for 
example. It can store up to one million bits of information. That's about 150 times the amount 
of text on this page — all on a silicon chip smaller than your fingerprint. 

But making memory isn't easy. It's one of the most technologically demanding challenges 
in electronics. That's why NEC provides our affiliates around the world with the best training, 
technologv and equipment we've got. Global production of key technologies is exemplified 
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the ram). Changes have swept through the s 
region, altering business, political and 
) financial outlooks. Any move without 
reference to accurate information could be a move in the wrong 
direction. For 32 years business leaders, scholars and politicians from 
around the world have relied on the "Asia Yearbook" for that accurate 
information. The all-new 33rd edition, compiled and edited by 
journalists and staff of the Far Eastern Economic Review is now 
available. "Asia 1992 Yearbook" covers the major events in Asia and 





ne of the keys to succeeding in Asia in 1992 (the year 
AN of the monkey), will be your depth of understanding 
of the events and developments of 1991 (the year of 





also provides a country-by-country analysis of the various political, jp, YEARBOOK 


social and economic scenes. 





Mail, Fax or Phone: Far Eastern Economic Review. Ong "n " | 


G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338. 
| Please rush me the just published ASIA 1992 YEARBOOK (hardback) at HK$315, US$39.95, £24, Y5,600, 8$71.500r M$1 17 
at HK$235, US$29.95, £18, ¥4.200, S$53 or M$88 each. 
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teport calls for financial-sector reform in India 


Change in order 


y Sucheta Dalal in Bombay 


report commissioned by the Indian 

Finance Ministry recommends 

sweeping reforms in the country’s 
nancial sector. The report is particularly 
itical of the lack of autonomy, efficiency 
id competition among banks. 

Many of the reforms championed in the 
port, which was written by a committee 
aded by M. Narasimham, a former cen- 
al bank governor, are likely to be imple- 
ented. Analysts point out that the report 
in line with a 1990 paper on India’s fi- 
incial sector by the World Bank, which is 
't to extend a US$500 million credit to the 
untry. 

The reports, however, have one vital 
ifference. Whereas the World Bank paper 
‘commended that the largely state-owned 
inking system should be more fully pri- 
itised, the Narasimham report mostly 
nores the subject. "Efficiency, competi- 
on and autonomy rather than ownership 
'e the focus of our report," says Manu 
off, an economist and committee mem- 
ər, 

Nonetheless, the Narasimham report 
is plenty of bite. The report attacks the 
inking system for being too regulated 
1d overly administered, and it warns of 
umerous bank failures if corrective action 
not initiated soon. 

But with adequate autonomy in the 
'eas of lending, interest rates and staff re- 
uitment, the Narasimham report says, 


banks can operate efficiently without pri- 
vatisation. Much of the blame for banks' 
inefficiency is placed on the pre-emption 
of their resources by the government and 
the forced channelling of credit to priority 
sectors. According to the report, 63.5% of 
all bank deposits are directed into financ- 
ing the government's budget deficit or pro- 
viding cheap funds for the public sector. 
The main banking reforms sought by 
the Narasimham report are: 
> An end to dual control of the banking 
system by the central bank and the Finance 
Ministry, with the central bank being given 
primary regulatory authority. 
> A one-time clean-up of banks by the 
transferral of their bad debts to an asset- 
reconstruction fund. The debts would be 
written off the banks' books. Also, reserve 





Indian banks: ripe for reform. 


selling the silver 


India has embarked on what could be 
the first step towards public-sector 
disinvestment by offering for sale up to 
20% of the equity in 31 companies. On 
the block are shareholdings i in utilities as 
well as steel, engineering, petrochemical 
and fertiliser companies. 

But the government, which has cre- 
ated 800 pac kets of shares in the compa- 
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allowed to swap share packets to maxi- 
mise their holdings of a particular com- 
pany, according to analysts. Also, there 
is no specific restriction on the mutual 
funds eventually selling the shares. 
Analysts say the shares of the compa- 
nies would have been quoted at 10 times 
their book value if they had been listed 
on the country’ S stock exchanges. The 
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requirements, such as liquidity ratio 
should be reduced in a five-year perio 
The cuts would be in line with a goven 
ment pledge to reduce its budget deficit 
a similar period. Further, interest rat 
should be deregulated, but the governme 
should pay a higher interest rate on stat 
tory reserves. 

> A phase-out of directed credit pri 
grammes and a heavy cutback in prioril 
lending to such sectors as agriculture, sma 
business and transport. 

> A rationalisation of the banking sect 
into three or four international banks an 
into eight or 10 national banks, leaving 
third tier of rural banks. But no further ni 
tionalisation of banks should take place, € 
this threat to private banks has proved | 
be a disincentive for growth. Banks shoul 
also be able to open or close branches witl 
out permission from the central bank. 

> A further liberalisation of the bankin 
sector to provide greater access to foreig 
banks. Joint ventures between Indian an 
foreign banks should also be encourages 
particularly in merchant banking, inves 
ment banking, leasing and newer forms « 
financial services. 

The Narasimham report also sugges 
changes for other financial institutions. Th 
report says these companies should be à 
lowed to compete more freely with bank 
It recommends an end to cross-holdings « 
equity in these companies and the cros: 
representation on their boards, as well : 
their practice of lending throug 
consortiums. 

As for the country's stockmarkets, th 
Narasimham report calls for the setting u 
of a regulatory board. Additionally, th 
report says companies should not have t 
obtain approval for public issues. It say 
companies should be free to “decide on th 
nature of the issue, [the offering's] term 
and pricing." 


But most analysts agree that any court 
order would ultimately have no impact 
on the government's disinvestment 
plans. They point out that mutual funds 
can invoke a clause in the government's 
allotment guidelines permitting them to 
change any of the rules at any time. 

The government, meanwhile, has 
assured the mutual funds that it plans 
to list the companies on the country's 
stock exchanges. This, however, would 
require an amendment to listing guide- 
lines, as the number of shares up for sale 
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COMPANIES 


Japan Railways may have to wait years to list shares 


Caught in a siding 





By Louise do Rosario in Tokyo 
T ransport giant Japan Railways (JR), 





which was forced to postpone the 

flotation of two of its operating 
-ompanies in 1991, is hoping to try again 
this year. The postponement last July was 
mainly due to the weakness of Japan's 
stockmarket, though there is little sign that 
the market will stage a significant recovery 
in 1992. 

The delay will deprive the railway 
2roup of trillions of yen in new capital as 
well as a much-needed dose of public ac- 
»ountability. And it does nothing to lighten 
he heavy interest burden that has to be 
paid by the government on the estimated 
£37 trillion (US$285 billion) worth of group 
lebts. 

The government embarked on a plan to 
'elieve itself of the job of running the rail- 
way concern in 1987. What was then called 
apan National Railways was privatised 
ind split into a freight company and six 
'egional passenger rail companies: JR East, 
R Central, JR West, JR Hokkaido, JR 
Shikoku and JR Kyushu. The first three are 
zased on the island of Honshu and the rest 
n Japan's other main islands. 

The next step was to prepare the firms 
or listing once certain financial require- 
ments were met. These include the stipula- 
ion that profits must exceed 40% of the 
'ompany's capital and that net worth must 
»e at least twice as much as capital. 

By early 1991, JR East and JR Central 
'ould fulfil those requirements and were 
'eady to go public. Together they account 
or 70% of the group's total capitalisation 
»y virtue of their location around Tokyo 
ind Osaka. The Ministry of Finance (MOF) 
»lanned to test investors’ attitudes to the 
'ail group by issuing Y150 billion worth of 
shares combined in the two companies 
some time during the fiscal year ending in 
March 1992. 

Until there is a revival in the stockmar- 
ket, however, MOF will be unable to offload 
his amount of railway shares. Japanese 
stocks have been sickly for the past two 
years, and with the market plagued by in- 


aged to sell 5.4 million shares and raised 
¥10.1 trillion in three tranches. Investors 
unlucky enough to have purchased shares 
in the first tranche have watched their 
value drop by more than 50% in the past 
five years. 

The JR group is about half the size of 
NTT in terms of turnover and workforce. JR 
East, the biggest company in the group, 
had originally wanted to sell all its shares 
in one tranche, hoping to make full use of 
the public enthusiasm associated with first 
offerings. It later gave up this idea as im- 
practical and JR East executives have since 
suggested a two-stage issuance of shares in 
their company, but MOF officials have re- 
acted cautiously to the idea. 

Shares in privately owned railway 





Trying to get back on track. 


companies, the benchmark for assessing 
the worth of JR shares, have fallen sharply 
because of lower-than-expected revenue 
and the reduced value of their landhold- 
ings. Share values of leading firms like 
Tobu Railway Co., Tokyu Corp. and Kinki 
Nippon Railway Co. have halved from 
their peak in late 1989. These firms operate 
on a similar scale and have a similar track 
length and number of employees as JR 
East. 

Two years ago, notes Kumiko Takasei, 
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private railway firms. 

When it is eventually listed, JR East w 
probably become one of Japan's top 
companies in terms of market capitali: 
tion. It is therefore likely to follow the N 
model and be sold in instalments to aw 
distorting the market, notes Nadi 
Willems of Kleinwort Benson Internatior 

The flotation's postponement, mec 
while, leaves a hole in government 
nances. The National Railways Settlemt 
Corp. is a public body created to hanı 
¥27 trillion out of JR’s total debts of * 
trillion and to dispose of its assets. It h 
counted on the sales of ¥1.5 trillion wo) 
of JR land and Y150 billion of JR shares 
pay its expenses and an annual interest l 
of ¥1.5 trillion in the current fiscal year. N 
only has the stockmarket soured, but 
too has the property market. Only ¥7 
billion worth of land has been sold so 
because of poor demand. It is therefore | 
with a shortfall of about Y700 billion in 1 
current fiscal year. 

To cover the deficit, the settlement co 
pany has asked the Mor to supply low- 
terest loans from this year's supplement: 
budget and has ordered JR companies 
cut capital spending by Y100 billion. It 
also forcing them to come up with a co 
bined mid-year dividend of Y20 billion. 

This is not the first time the settlem« 
company has had to make do and metr 
In previous years, it failed to meet its lar 
sales target because of various governme 
restrictions and the unattractive location 
some of JR's holdings. Its debts, plus so: 
new expenses, have grown from Y2' 
trillion in April 1987 to the current Y 
trillion, despite increased income from 
firms. 

JR's debts are thought to be among t 
largest of any corporation in the wor 
They first began to build up in the ea 
1960s, when the JR network was hit 
waves of strikes. Fares were kept lo 
while costs rose and the government si 
ply rolled over the group's debts, ne 
composed mainly of pension obligatic 
and debts incurred in the construction 
the shinkansen, or bullet train. The rema 
ing Y10 trillion of the Y37 trillion is shar 
equally between the JR passenger co 
panies and the Shinkansen Property Cor 
a public body set up to lease the bul 
trains to the JR group. 

Compared to NTT, the potential grow 
of the JR group is unlikely to impre 
Telecommunications is a rapidly devek 
ing industry, while rail transport is 
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m-railway business is 41%, according to 
report by the government's Management 
id Coordination Agency. The JR group, 
‘contrast, relies on railways for over 90% 
its revenue. 

Rail services are tightly regulated by 
e Ministry of Transport and generate 
wer profit margins than other services 
in by train companies, such as property 
"velopment, travel agencies and retailing. 
ie JR group has started to branch out into 
ese areas only recently and these new 
isinesses are still in the red. 

Operating margins of the non-railwav 
isiness of JR passenger companies, ex- 
iding JR West, ranged from 5.9-11.7% in 
cal 1990, compared to 27% for the top 14 
ivate train companies. Sales turnover 
r employee at 28 JR travel centres, for 
ample, was Y81 million in fiscal 1989, al- 
ost 30% less than the equivalent for 
nilar operations run by the 14 non-JR 
ms. 

One reason for such low efficiency is 
s high personnel costs. The group has 
t its workforce by a mere 3% in the past 
ir years to 181,600 employees in 1991, 

less than the 20% reduction recom- 

'nded by official advisory bodies. A 
wong trade union and reluctance to deal 
th the social costs of massive redundan- 
s have made streamlining difficult. 

IR East and JR Central are more effi- 
nt in deploying personnel than the 

aller JR firms. Labour costs of JR 
»kkaido and JR Kyushu in the year end- 

March 1991, for example, accounted for 
62% of total operating costs, compared 
36% for the top 14 private train firms. 

Managers in the JR group are still learn- 

how to compete after decades of 
seting thanks to low-interest govern- 
nt loans and other forms of official help. 
is further handicapped by the contin- 
M strict government regulation of such 
sails as the design of stations and non- 
wway businesses and the government's 
ictance to allow the group to close un- 
fitable routes. This year, JR profits have 
wn further eroded by the cost of servic- 
debts incurred by the compulsory Y9.3 
Sion repurchase of shinkansen lines the 
mp once leased. 
8n fiscal 1990, the group ipte an 
rating profit of Y461.5 billion, 18% up 
im a year earlier. Turnover grew by 7% 

4.1 trillion. 

Whe key to running a profitable railway 
Wness, notes Bernard Siman of Jardine 
imning Securities, is to generate increased 


PROJECTS 


Thailand aims to clean up projec 


Call to wise me, 


By Paul Handley in Bangkok 


he Thai Government is proposing 
to introduce new rules that would 
make it a lot more difficult for poli- 
ticians to push through their favourite 
large projects and contracts against the ad- 
vice of planning officials. Thailand's tech- 
nocrats hope the result will be to minimise 
the part played by favouritism and cor- 
ruption in the project-development pro- 
cess. Even if the rules are enacted, how- 
ever, it remains to be seen whether they 
have the desired effect 
The proposals — drawn up following a 
spate of hastily completed deals under- 
taken by the previous government — will 
set up a standard procedure for govern- 





Infighting delays Bangkok traffic schemes. 


ment-related projects valued at more than 
Baht 1 billion (US$40 million). These 
projects include: wholly government-fi- 
nanced projects, government-private sec- 
tor joint ventures, privatised concessions, 
and anything involving the use of natural 
resources, according to Prime Minister's 
Office Minister Phaichitr Uathavikul. The 
aim, says Phaichitr, is "to ensure that no 
project will be done purely at the discretion 
of one single ministry." 

Under the new procedures, the design 
of each project must be approved by the 
National Economic and Social Develop- 
ment Board (NESDB), the state planning 
agency. Those involving, state enterprises 
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According to Pha 
will consider and ap, 
reference for the project, * 
evaluating the bids, handk 
and oversee the selection of, Th 
rules also require that, for projects value 
at more than Baht 5 billion, the committe 
must engage an independent consultant t 
make its own feasibility study, which the 
must be considered by the committee. 

Once the committee has approved bic 
ders on a project, the final deal must g 
back to the cabinet for (rapid) approval. 

The composition of the committee i 
also clearly laid down. Under the ne 
rules, the committee is required to hav 
representatives of the Finance Ministry, th 
Juridical Council, the Public Prosecution 
Department, the NESDB and the Budge 
Bureau. In addition, officials from tw 
other ministries affected by the project ar 
required to join the committee, as well a 
three outside experts. An official from th 
ministry proposing the project would b 
appointed as the secretary to the commi! 
tee. 

Such a composition would, officials b« 
lieve, ensure that conflicting projects ca 
be sorted out before being put up to ter 
der. Ministries whose projects are affecte: 
by the scheme under consideration mus 
be represented on the committee. More 
over, the presence of the NESDB and the Fi 
nance Ministry, both of which will have 
hand in all project planning, should hel) 
to clear up differences in the early stages c 
project development. 

This contrasts sharply with procedure 
carried out under the government o 
Chatichai Choonhavan, which was over 
thrown in a military coup last February 
There was no official project- -handlin; 
procedure, so a single minister could for 
mulate a project or concession of any siz 
and forward it to the cabinet. With stron; 
support from cabinet colleagues, a conces 
sion project could be finalised withou 
consulting the Finance Ministry, the NESDE 
or the ministry's own planning staff. 

The new rules are said to be a direc 
response to the previous administration' 
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^ judged by critics to be 
f to the government when it 
awarded. 
;ie new rules are currently awaiting 
signature of the prime minister, Anand 
Panyarachun, to be implemented as a 
sprime ministerial order. But this has been 
wdelayed by the backlog of new legislation 
which has to be processed through his of- 
fice. Even if the rules do receive the signa- 
ture, the order can still be revoked by the 
government voted into power in the gen- 
eral elections, due on 22 March. 

To forestall this, a parliamentary bill 
that mirrors the prime ministerial order is 
being drawn up in the hope that it will be 
enacted by the national assembly before 
the election. Analysts say that a new gov- 
ernment would be unlikely to want to pass 
such a law, which aims to cut off tradi- 
tional sources of cash for politicians. The 
difficulty is that, because there is so much 
important legislation slated for the current 
assembly, the project rules might not be 
voted into law before the elections are held. 

At the same time that the government 
announced the proposed rules, it also sig- 
nalled an important shift in policy on the 
financing of large projects. After heavily 
relying in recent years on the private sec- 
tor to pay for big projects, the government 
is expected in future to spend large sums 
of public money on such schemes. The 
money will come from the sizeable bud- 
getary surpluses the government is earn- 
ing. Foreign reserves, now almost US$18 
billion, might also be dipped into. 

According to Phaichitr, this does not 
mean that the privatisation concept will be 
dropped entirely, but that the financing of 
projects will be decided case by case. Pri- 
vatisation was fashionable in Thailand in 
the mid-1980s when the government had 
less cash and was trying to trim an ineffi- 
cient state sector. But this led to new prob- 
lems in which numerous projects were de- 
layed by lengthy negotiations and political 
infighting. 

Now that some improvements have 
taken effect, the government has more 
flexibility in handling projects. For one 
thing, external borrowing limits have been 
raised. After capping foreign borrowing at 
US$2 billion a vear during the late 1980s, 
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SRI LANKA 


Growth cropped 


he weather gods were less kind 

to Sri Lanka in 1991 than in 1990, 

making life difficult for the crop 

wers who are the backbone of 

the island's economy. A sharp decline in 

both plantation and non-plantation agri- 

culture is estimated to have depressed GDP 

growth for the year to 5.1%, down from 
6.2% in 1990. 

Tea, which remains the dominant for- 
eign-currency earner, is estimated to have 
achieved 3.6% production growth — but 
that was down sharply from the previous 
year’s 12.6%. It was also not enough to 
make up for dismal performances by the 
rubber and coconut plantations. As à re- 
sult, the plantation-agriculture sector as a 
whole is likely to post a 2.4% decline for 
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the year. Non-plantation agriculture — 
mostly rice-growing — is expected to show 
a modest 2% gain. 

The agricultural sector is due to receive 
a boost from a different quarter, however. 
This is the government's privatisation 
strategy — or what President Ranasinghe 
Premadasa calls “peoplisation.” 

Having managed, despite opposition- 
party resistance, to privatise two state- 
owned enterprises — Colombo's biggest 
five-star hotel and a milk-powder packager 
— the government is now turning its 
attention to the nationalised tea planta- 


tions cultivating 185,000 ha. The gov 
ment will retain ownership of the 22 c 
panies but 10% of their profits will 
shared among workers. 

Outside the plantation sector, sev 
state-owned enterprises, including 
government's liquor monopoly, have 
been corporatised as a prelude to their : 

One of the major successes for the $ 
ernment has been the inflow of foreigr 
vestment through the Colombo stock 
change. The bourse boomed in 1991, x 
the all-share index rising from 387 pc 
in January to 810 at the end of Decem 
The market's capitalisation reached R 
billion (US$1.5 billion) at the end of í 
tember, nearly double its size at the sta 
the year, and average daily turnover ir 
first nine months was Rs 16 million, 
146% from 1990. 

[n other major sectors, tourism has : 
tinued to recover through the year, 
with winter holiday-makers now fil 
resort hotels along the southern and w 
ern coasts, industry officials are optim 
that 1990's earnings will be comfort 
bettered. 

Meanwhile, the country's foreign 
change reserves, which two years ago v 
not sufficient to import even two we 
food, can now cover four months' total 
ports. At the end of October, gross exte 
assets stood at Rs 43 billion. 

In addition, tight credit controls 
government expenditure curbs F 
helped push down inflation from 22° 
1990 to around 12% at the end of last . 
the latest period for which figures 
available. 

The Sri Lankan rupee remained 
tively stable, depreciating to Rs 42.50:l 
on 1 December from Rs 40.23:US$1 a! 
start of last year. Against European 
rencies, the rupee appreciated somey 
between 1 April and 30 September. 

Merchandise trade continued to sh« 
deficit. The gap widened in the first hz 
1991 to US$390 million, from US$330 
lion a year earlier. Figures for the full 
are likely to be worse. A central-l 
source said the deficit was swelled ir 
second half by a sharp decline in tea p 
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m-railway business is 41%, according to 
report by the government's Management 
id Coordination Agency. The JR group, 
' contrast, relies on railways for over 90% 
its revenue. 

Rail services are tightly regulated by 
e Ministry of Transport and generate 
wer profit margins than other services 
n by train companies, such as property 
'velopment, travel agencies and retailing. 
e JR group has started to branch out into 
ese areas only recently and these new 
isinesses are still in the red. 

Operating margins of the non-railway 
isiness of JR passenger companies, ex- 
iding JR West, ranged from 5.9-11.7% in 
cal 1990, compared to 27% for the top 14 
ivate train companies. Sales turnover 
T employee at 28 JR travel centres, for 
ample, was Y81 million in fiscal 1989, al- 
ost 30% less than the equivalent for 
nilar operations run by the 14 non-]R 
ms. 

One reason for such low efficiency is 
s high personnel costs. The group has 
t its workforce by a mere 3% in the past 
ur years to 181,600 employees in 1991, 
r less than the 20% reduction recom- 
ended by official advisory bodies. A 
‘ong trade union and reluctance to deal 
ith the social costs of massive redundan- 
's have made streamlining difficult. 

JR East and JR Central are more effi- 
ant in deploying personnel than the 
waller JR firms. Labour costs of JR 
okkaido and JR Kyushu in the year end- 
g March 1991, for example, accounted for 
-62% of total operating costs, compared 
36% for the top 14 private train firms. 

Managers in the JR group are still learn- 
g how to compete after decades of 
sseting thanks to low-interest govern- 
ent loans and other forms of official help. 

is further handicapped by the contin- 
d strict government regulation of such 
tails as the design of stations and non- 
Uway businesses and the government's 
luctance to allow the group to close un- 
ofitable routes. This year, JR profits have 
en further eroded by the cost of servic- 
z debts incurred by the compulsory Y9.3 
llion repurchase of shinkansen lines the 
oup once leased. 

In fiscal 1990, the group generated an 
'erating profit of ¥461.5 billion, 18% up 
m a year earlier. Turnover grew by 7% 
¥4.1 trillion. 

The key to running a profitable railway 
siness, notes Bernard Siman of Jardine 
ming Securities, is to generate increased 
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Thailand aims to clean up project procedures 


Call to wise men 


By Paul Handley in Bangkok 


he Thai Govemment is proposing 
to introduce new rules that would 
make it a lot more difficult for poli- 
ticians to push through their favourite 
large projects and contracts against the ad- 
vice of planning officials. Thailand's tech- 
nocrats hope the result will be to minimise 
the part played by favouritism and cor- 
ruption in the project-development pro- 
cess. Even if the rules are enacted, how- 
ever, it remains to be seen whether thev 
have the desired effect. 
The proposals — drawn up following a 
spate of hastily completed deals under- 
taken by the previous government — will 
set up a standard procedure for govern- 
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ment-related projects valued at more than 
Baht 1 billion (US$40 million). These 
projects include: whollv government-fi- 
nanced projects, government-private sec- 
tor joint ventures, privatised concessions, 
and anything involving the use of natural 
resources, according to Prime Minister's 
Office Minister Phaichitr Uathavikul. The 
aim, says Phaichitr, is "to ensure that no 
project will be done purely at the discretion 
of one single ministry." 

Under the new procedures, the design 
of each project must be approved by the 
National Economic and Social Develop- 
ment Board (NESDB), the state planning 
agency. Those involving state enterprises 
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According to Phaichitr, the committee 
will consider and approve the terms o 
reference for the project, establish rules fo 
evaluating the bids, handle the bid bond 
and oversee the selection of a winner. The 
rules also require that, for projects value 
at more than Baht 5 billion, the committes 
must engage an independent consultant tc 
make its own feasibility study, which ther 
must be considered by the committee. 

Once the committee has approved bid 
ders on a project, the final deal must gx 
back to the cabinet for (rapid) approval. 

The composition of the committee i: 
also clearly laid down. Under the new 
rules, the committee is required to have 
representatives of the Finance Ministry, the 
Juridical Council, the Public Prosecution: 
Department, the NESDB and the Budge 
Bureau. In addition, officials from tw« 
other ministries affected by the project are 
required to join the committee, as well as 
three outside experts. An official from the 
ministry proposing the project would be 
appointed as the secretary to the commit: 
tee. 

Such a composition would, officials be- 
lieve, ensure that conflicting projects car 
be sorted out before being put up to ten- 
der. Ministries whose projects are affectec 
by the scheme under consideration mus! 
be represented on the committee. More 
over, the presence of the NESDB and the Fi- 
nance Ministry, both of which will have 2 
hand in all project planning, should help 
to clear up differences in the early stages ol 
project development. 

This contrasts sharply with procedure: 
carried out under the government ol 
Chatichai Choonhavan, which was over: 
thrown in a military coup last February 
There was no official project- handling 
procedure, so a single minister could for- 
mulate a project or concession of any size 
and forward it to the cabinet. With strong 
support from cabinet colleagues, a conces: 
sion project could be finalised without 
consulting the Finance Ministry, the NESDB 
or the ministry's own planning staff. 

The new rules are said to be a direct 
response to the previous administration’s 
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ther highway and mass-transit projects 
»lanned and under way. Different minis- 
ries developed their own transport 
schemes and had them approved without 
sorting out potential conflicts with other 
systems. The telephone contract, since re- 
negotiated, was judged by critics to be 
zrossly unfair to the government when it 
was first awarded. 

The new rules are currently awaiting 
the signature of the prime minister, Anand 
Panyarachun, to be implemented as a 
prime ministerial order. But this has been 
delayed by the backlog of new legislation 
which has to be processed through his of- 
‘fice. Even if the rules do receive the signa- 
ure, the order can still be revoked by the 
zovernment voted into power in the gen- 
aral elections, due on 22 March. 

To forestall this, a parliamentary bill 
that mirrors the prime ministerial order is 
seing drawn up in the hope that it will be 
enacted by the national assembly before 
the election. Analysts say that a new gov- 
»rnment would be unlikely to want to pass 
such a law, which aims to cut off tradi- 
ional sources of cash for politicians. The 
lifficulty is that, because there is so much 
mportant legislation slated for the current 
issembly, the project rules might not be 
voted into law before the elections are held. 

At the same time that the government 
innounced the proposed rules, it also sig- 
yalled an important shift in policy on the 
inancing of large projects. After heavily 
'elying in recent years on the private sec- 
or to pay for big projects, the government 
s expected in future to spend large sums 
xX public money on such schemes. The 
noney will come from the sizeable bud- 
zetary surpluses the government is earn- 
ng. Foreign reserves, now almost US$18 
zillion, might also be dipped into. 

According to Phaichitr, this does not 
nean that the privatisation concept will be 
lropped entirely, but that the financing of 
»rojects will be decided case by case. Pri- 
vatisation was fashionable in Thailand in 
he mid-1980s when the government had 
ess cash and was trying to trim an ineffi- 
cient state sector. But this led to new prob- 
ems in which numerous projects were de- 
ayed by lengthy negotiations and political 
nfighting. 

Now that some improvements have 
‘taken effect, the government has more 
flexibility in handling projects. For one 
thing, external borrowing limits have been 
raised. After capping foreign borrowing at 
US$2 billion a year during the late 1980s, 
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ECONOMIC 


MONITOR: 


SRI LANKA 


Growth cropped 


he weather gods were less kind 

to Sri Lanka in 1991 than in 1990, 

making life difficult for the crop 

growers who are the backbone of 
the island's economy. A sharp decline in 
both plantation and non-plantation agri- 
culture is estimated to have depressed GDP 
growth for the year to 5.1%, down from 
6.2% in 1990. 

Tea, which remains the dominant for- 
eign-currency earner, is estimated to have 
achieved 3.6% production growth — but 
that was down sharply from the previous 
year's 12.6%. It was also not enough to 
make up for dismal performances by the 
rubber and coconut plantations. As a re- 
sult, the plantation-agriculture sector as à 
whole is likely to post a 2.4% decline for 


Sagging again 





Average 


1988 1989 1990 1991 
Source; Word Bank, SriLankan Government 


the year. Non-plantation agriculture — 
mostly rice-growing — is expected to show 
a modest 2% gain. 

The agricultural sector is due to receive 
a boost from a different quarter, however. 
This is the government's privatisation 
strategy — or what President Ranasinghe 
Premadasa calls “peoplisation.” 

Having managed, despite opposition- 
party resistance, to privatise two state- 
owned enterprises — Colombo's biggest 
five-star hotel and a milk-powder packager 
— the government is now turning its 
attention to the nationalised tea planta- 
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tions cultivating 185,000 ha. The govel 
ment will retain ownership of the 22 co 
panies but 10% of their profits will 
shared among workers. 

Outside the plantation sector, seve 
state-owned enterprises, including t 
government's liquor monopoly, have al 
been corporatised as a prelude to their sa 

One of the major successes for the gx 
ernment has been the inflow of foreign 
vestment through the Colombo stock « 
change. The bourse boomed in 1991, w 
the all-share index rising from 387 poii 
in January to 810 at the end of Decemb 
The market's capitalisation reached Rs 
billion (US$1.5 billion) at the end of Se 
tember, nearly double its size at the start 
the year, and average daily turnover in t 
first nine months was Rs 16 million, 
146% from 1990. 

In other major sectors, tourism has cc 
tinued to recover through the year, a 
with winter holiday-makers now filli 
resort hotels along the southern and we 
ern coasts, industry officials are optimis 
that 1990’s earnings will be comfortal 
bettered. 

Meanwhile, the country's foreign« 
change reserves, which two years ago we 
not sufficient to import even two wee; 
food, can now cover four months’ total ii 
ports. At the end of October, gross exter 
assets stood at Rs 43 billion. 

In addition, tight credit controls a 
government expenditure curbs ha 
helped push down inflation from 22% 
1990 to around 12% at the end of last Ju 
the latest period for which figures ¿ 
available. 

The Sri Lankan rupee remained re 
tively stable, depreciating to Rs 42.50:U* 
on 1 December from Rs 40.23:US$1 at 1 
start of last year. Against European c 
rencies, the rupee appreciated somewl 
between 1 April and 30 September. 

Merchandise trade continued to shov 
deficit. The gap widened in the first half 
1991 to US$390 million, from US$330 n 
lion a year earlier. Figures for the full y« 
are likely to be worse. A central-ba 
source said the deficit was swelled in ! 
second half by a sharp decline in tea pri 


lajor land-fill project 
ets under way in Macau 


A land-reclamation project that will 
aange the face of the Portuguese colony 
* Macau got under way on 19 December 
ith the approval of an agreement 
"tween the government and Nam Van, a 
nsortium. The Patacas 12 billion (US$1.5 
Alion) project will fill in 1.75 million nv 
* Macau's harbour for the construction of 
ousing, shops, offices, hotels and 
arking. The first phase of the project, 
xpected to cost Patacas 4.3 billion and to 
ike three years, will include dredging 
id infrastructural work. Partners in Nam 
an are casino syndicate Sociedade de 
urismo e Diversoes de Macau, Interfina 
' Portugal and several China-based 
»mpanies. 


ustralia's Compass Airlines 
oes out of business 

* Australia's fledgling Compass Airlines 
osed its doors on 20 December after the 
ustralian Government refused a request 
»r a bailout and talks with investors on a 
nancial package of about US$23 million 
'ere abandoned. The carrier, barely à 

ear old, was the only new participant in 
.ustralia’s deregulated airline industry. 


hailand lowers 

acome-tax rates 

* Thailand's personal and corporate tax 
vels were reduced on 1 January. Tax 
ites On personal incomes were set at 5- 
7% in five categories, compared with the 
revious 5-50% rates in six categories. 
nnual incomes above Baht 2 million 
JS$80,000) were taxed at 50%. In the 

ew regime, the highest 37% rate applies 
' incomes higher than Baht 4 million. 
orporate taxes were cut to 30% from 
5%, and dividend taxes were lowered to 
1% from 15%. The new tax rates became 
fective simultaneously with a new 7% 
alue-added tax on goods and services. 


apan's current-account 
urplus widens 
* Japan’s current-account surplus in 


‘ovember more than quadrupled to 
S$7. 3 billion from year-earlier levels. 
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Japan's imports by 14.4% in November 


while exports climbed by 4.9%. 


The US stops investigation 

of Thai copyright violations 

> Washington said it ended an 
investigation of copyright infringements 
in Thailand because Bangkok has shown 
sufficient progress in strengthening its 
laws and in cracking down on piracy. But 
US trade officials will further review Thai 
actions against copyright infringements in 
April. Thailand is also facing a US 
investigation for alleged abuse of 
pharmaceutical patents. 


Burmese bank agrees 

(o accept Visa credit cards 

> Visa credit cards are now accepted in 
Burma under an agreement signed 


recently between state-owned Myanmar 
Foreign Trade Bank and the Singapore 


branch of Banque Francaise du Commerce 


Exterieur. The government is counting on 


the introduction of credit cards to help the 


hotel and tourism industries. 


Business indicators 


Japan and China move 
towards car deal 
> Japan's Fuji Heavy Industries has 





India may contract Swiss firm 
to help customs procedures 

> New Delhi may hire Geneva-based 
Societe Generale de Surveillance (S65) to 
carry out the pre-shipment certification c 
imports in an effort to streamline and 
regulate customs procedures and to 
improve duty collection. Indian officials 
have already visited Indonesia to observi 
SGS operations there, and the governmen 
is studying a detailed proposal by the 
company. News about the government's 
intentions towards SGS has caused an 
uproar among leftist parliamentarians, 
who say the government is "selling the 
country to multinationals." The 
government has responded by saying SG 
if hired, would not replace the country's 
customs service in the collection of 
revenue. 


Output of rural — 

in China to jump 23% in year 
> The value of output from China's 
village and tow nship enterprises for 199] 
is expected to rise 23% from a year earlie 
to Rmb 1 trillion (US$185 billion), 
according to figures compiled by 
provincial, municipal and regional 


' authorities. The increase would make 


rural enterprises the largest component © 
China's industrial production, accountings 
for nearly half the total. These enterprise: 
outperformed the state sector, whose 
production is projected to grow by less 
than 10%. 


Taiwan company makes 

oil find in Malavsia 

> Overseas Petroleum & Investment 
Corp. (OPIC) of Taiwan said it has made ; 
substantial oil discovery in the South 
China Sea off Sarawak state in eastern 
Malaysia. The company said it has foung 
flow rates of more than 2,850 barrels a 
day. But OPIC, which has operated the 
concession for a consortium of six 
companies since it was awarded in 1987, 
said further study is needed to assess the 
potential of the find. 


Myanmar Railways buvs 
equipment from China 
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PRICES AND TRENDS 





Last sale to 30 Dec. Latest week ago ago 
Gold London (2) 35160 359.65 35420 38645 Australia dollar — 13158 1.3125 12519 1.2945 
Copper New York (3) Bangladesh* taka 37.70 37.70 __ 37.70 3585 
Current delivery (Jan.) 98,70 96.68 106.60 113.25 Britain pound __ 05353 0.5321 0.5721 0.5192 
Feb. delivery 99.00 Brunei dollar 1.6305 1.6467 1.6855 1.742 
London (7) Burma* kyat 6.265 6265 6.25 5.045 
Current delivery (Dec.) na 112900 120000 1568.00 Canada —* t * A 
` : France | 181 51 TI 075 
Tin — 14.81 14,73 14.87 15.00 — E 1521 15165 1 6684 14943 
(9) Hongkong dollar 7.7802 7.7727 7.7445 7.7995 
Siem LS M LE M. India rupee 268197 258197 257798 181159 
E ^ Indonesia rupiah 1,999.00 198900 1,968.00 1,901.00 
Rubber Lumpu Japan yen 125.18 128.85. 133.16 134.35 
Current delivery (Jan.) im 213.50 223.00 241.00 Macau* pataca 8.05 8.05 8.05 8.05 
- Malaysia dollar 2733 2.7425 2.7359 27145 
Jute Dhaka (11) 365.00 365.00 380.00 410.00 Nepal’ rupee 42.691 Y 42.70 42.80 24 00 
Kuala Lumpur (4) New Zealand collar 1.8439 18358 — — 1762! 1.6941 
Current delivery (Jan.) 913.00 899.00 796.00 886.00 Pakistan rupee 24 61 24.56 24.555 21.8581 
"Uc du 91809 Papua N.G. kina 0947 0949 093989 0952 
New York (3) Philippines peso 26.65 26.65 26.89 27.944 
Current delivery (Mar.) 9.00 8.88 917 970 Singapore dollar 1.6305 . 16467 1,6855 1,742 
s : 8.84 South Korea won 760.20 758.70 741.50 71640 
Singapore (9) Sri Lanka rupee 41.58 41.58 41.38 39.889 
Sarawak Asta blk 100% 207.50 207.50 220.00 290.00 Switzerland franc 1.356 134755 — — 14549 1.2745 
Chicago (5) Taiwan NT dollar 25.7505 2575 26.475 27.129 
Current delivery (Mar.) 40460 39040 331.40 262.20 Thailand baht 2527 25.28 25.55 25.295 
| = Communist China US$=Rmb 5.4342 HK$«Rmb 0.69425 Laos US$=Kip 705.00 
Chicago (6) countries: Vietnam US$-Dong 12,050.00 Cambodia US$=Riel 750.00 
v: wh doivery it delivery (Mar. epe 253.60 24620 233.00 Other: Commonwealth of Independent States (former Soviet Union) US$=Rouble 0.566 
SDR1«US$1.42899 ECU1=US$1.3413 S$-M$1.6724 
Bangkok (7) : 
5% white fob 287.00 287.00 30700 280.00 *Official rate tMiddle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 
Soyabeans Chi (5) : i 
Current delivery (Jan.) * 562.40 556.60 58520 561.60 Currency deposit and bond yields 
Mar. deli 565.40 
very OE — AM GUIHADU MEGSE AT ^ hi 
Cocoa year 
aig delivery (Mar.) ides 1298.00 — 1,210.00 1,149.00 30 Dec. month months months months bonds yield 
Cottee New York (3) us$ 425 425 425 4.3125 6.73 
Current delivery (Mar.) 78.55 78.00 85.70 87.95 Sterling 10.8125 10.875 10.875 10.8125 9.80 
May delivery 81.50 Yen 5.59375 5.5625 5.375 5.1875 5.89 
Petroleum Swiss Fr. 7.9375 8.0625 8.00 8.875 — 
Sumatran light Tokyo (10) 18.20 18.30 19.95 25.25 Dm 9.53125 9.5625 9.625 9.50 8.05 
Brent London (10) 17.70 17.79 21.03 27.45 AS 7.25 6.9375 6.75 6.50 9.50 
C$ 7.3125 725 7.25 7.25 8.34 
(1) M$ akg (2) US$ an oz (3) US¢ a lb (4) M$ a tonne (5) US¢ a 60 Ib bushel ; : Tm m — 
(6) USe a 56 Ib bushel (7) US$ a tonne (8) PSS1, Me akg (9) S$ a 100 kg (10) US$ a barrel ECU 10.375 10.375 10.375 10.0625 852 
(11) BWD, Chittagong/Mongla, US$ a tonne Source: Telerate, International Jute Organisation tOffered rate Source: Telerate, Salomon Brothers 


Economic indicators, selected Asian countries 








Australia China Hongkong India Indonesia - Japan Malaysia 
Economic Growth % (real) (1) 
1991 2 4.5-7 3-4 3.5-4/4) 7 3.8 8.6 
1992 na. p : 557 4 n.a. 5.5 3.5 85 CA 
International Reserves © -— 
Latest US$16.21b (Oct) US$39.85b (Aug) n.a. US$2.46b (Oct) US$8.47b (Aug) US$70.13b (Oct) US$9 88b (Apr) 
Year earlier US$15.61b US$26.12b n.a. US$2.53b US$5.68b US$7725b — — US$7.74b. * 
Trade Balance (tota! merchandise) 
Latest 3 months +US$0.82b (Jul-Sept) «US$2.47b (Aug-Oct) — «US$1.14b (Sept-Nov) -US$0.59b (May-Jul) «US$1.09b(8) (Jun-Aug) — «US$23.65b (Sept-Nov) Ron (Jun-A 
Previous 3 months +US$1.46b 4US$2 43b -US$0.13b -US$0.54b -US$0.15b +US$19,71b 
Year earlier -US$0.31b +US$2.95b +US$0.27b -US$0.80b +US$0.21b e 3US$1241b - = m4 £ 
Exports 5) 
Latest 3 months US$10.98b US$18.94b US$27.67b US$3.79b US$7.42b/8) US$83.21b US$8.86b 
% change previous 3 months «2.0 443 «8.8 -19,9 +13.8 «84 «10.6 
* change year earlier 4109 .—— ' +148 +17.8 12.3 +30.9 j «5.5 (d MUT 217 e 
Imports 7. 
Latest 3 months US$10.16b US$16.48b US$26.53b US$4.39b US$6.33b! 8) US$59.56b US$9.60b 


% change previous 3 months «9.8 +4.7 +38 -16.9 5.2 44 +43 





a a a Jokyo jumps after surprise cut in discount rate a a a New York enjoys 
year-end rally a a a Hongkong sets a record uuu Bangkok and Straits 
bourses also rise in holiday week ended 31 December a a a 


ong 
Hang Seng Index, 4,297.33 
. 4,000 Average daily turnover : 36.000 
US$125.85m fs. 
(Lett scalo 
3.600 NNI V. 
New York (0 scr) 
3,200 Dow Jones Industrials. 3,169.95 30.000 1 
Average daily turnover US$5.97b n" nss index. 
E: 800 Average daily 







turnover US$48.32m 
ww fy iy 












Average daily turnover US$28.01m 
(Lett cale) 


Average daily 
turnover US$1.67b 
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Australia 

All-Ordinaries Index, 1,651.40 
Average daily turnover 
Average US$142.08m 
turnover US$109.76m (Lat scale) 
(Lett scale) 


New Zealand 
NZSE-40 Capital index, 
1,504.78 


Taipei 

Weighted Index, 4,600.67 
Average daily 

turnover US$1.04b 


3,100 





9 
“Market capitalisation-weighted index of nine Asian bourses excluding Japan, 
* An unweighted index composed of over 200 blue chip Asian stocks excluding Japan 





hilippines Singapore South Korea _ Vaiwan Thailand — 
5.25 657 8-9 7 7.5-8.5 

35 A, OEA eds 2.794 Se ADER o 4 
5$2.63b (Oct) papii ) US$13.55b US$75.77b dep (Oct) 
5$0.90b US$26.15b * US$16 61 rd T im —US$13.2200 — 
IS$0.69b (Ju-Sept)  -US$1.00b (Aug-Oct)  -US$1.87b (Sept-Nov) +US$4.51b (Sept-Nov) — -US$2.39b (Aug-Oct) 
IS$0.68b -US$2.096 -US$2.37b +US$4.29b -US$0.46b 
IS$0.98b -US$1.60b j 694b |. s«US$40lb - USS042b ——— 
5$2.29b US$15.11b US$18.94b US$20.64b US$7.16b 

3.8 412 474 «23 40.6 

15 O TR C 848 Eus a9 . -- SUME =, «d 
5$2.98b US$16.11b US$20.81b US$16.13b US$9 55b 

j4 54 +4.0 «15 42 

T ru] P. ahd LL 





JFMAMJJASOND 
published by Asian Markets Monitor, a Review newsletter, 1 Jan. 1990=100 


Manila Composite Index, 1,151.87 


BSE Sensitive 
Index, 1.908.80 


1,200 


Seoul (6) sale) 
Composite Index, 610.92 
Average daily lurnover US$317.88m 


AMM Blue Chip Index* 
96.32 (Lett scale) 


1,600 


1,000 
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interest rates (%) 





20Dec. lending imonh| Smonthet © montha 
Australia — 1250 — 765605 732813 7125 
Britain — 1050 — 10825 10875 — 10875 
Hongkong 850 44375 — 4305 4435 
indonesia — 2400 2050 — 2100 2300 
Japan 6.90 

"10 — 535 56875 550 
Malaysia 825 — 792 798 809 
New Zealand 1275 7.35 7.58 750 
Philippines — 2300 — 1925 — 1725 — 1705 
sm a anar aw aore CPT 
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Bargain basement 


nd a Happy New Year from 

Stanley Ho . . . the Macau gam- 

bling boss and his partners have 

just offered up what must rank 
as the biggest festive bargain seen on the 
Hongkong bourse for many a year. In strik- 
ing contrast to Hongkong tradition, they 
have sold a slice of their private interests 
into their public company at what appears 
to be a rock-bottom price. Why? 

Listed Macau ferry play Shun Tak 
Holdings, controlled by Ho and allies, an- 
mounced on 30 December that it had paid 
HKS233 million (US$30 million) for new 
shares representing 5% of the partners’ lu- 
crative private gambling concession, 
Sociedade de Turismo e Diversoes de 
Macau (STDM). According to Shroff's aba- 
cus, the price represents little more than 
two times earnings, ridiculously cheap for 
a massive money-well which over the last 
Kour years has probably averaged annual 
profit growth of nearly 40%. 

If the four controlling shareholders 
common to the two companies had de- 
cided, for example, gradually to inject a 
sizeable portion of STDM into Shun Tak, it 
would be nice if they would publicise the 
Fact. Nice, but fanciful. After all, the heavy 
ouying on December 16-17 which pushed 
Shun Tak shares from under HK$4 to more 
chan HK$4.25 certainly ensured someone a 
nappy Christmas. 

The four key figures who control both 
Shun Tak and STDM are Ho, secretive Chi- 
mese patriot Henry Fok, New World De- 
welopment’s Cheng Yu-tung and bon 
viveur Teddy Yip. Ho and Fok are said to 
*ontrol 20-30% each of STDM, while Cheng 
and Yip are thought to have around 10% 
»ach. Directly and indirectly, the four also 
»wn around 48.5% of Shun Tak. 

Because private companies in Macau 
need not disclose their accounts, it is diffi- 
sult to estimate accurately STDM's profits. 
Sut Shroff is game to try. 

As à condition of its gambling franchise, 

he consortium is obliged to pay a publicly 
stated proportion of its gross gambling in- 
"ome as betting tax. So a look at Macau's 
gambling tax take gives an idea of STDM's 


ross profits. It is a pleasant pane 
IVO1 9 Willinw i4. 17000 LILcCc1 Q Wilh. ie 





chant banker. Is this, then, the opening shot 
of a long and arduous disentanglement? 
m Michael Taylor 


Brokers in Malaysia are bewildered by 
Tanjong PLC's astonishing performance 
following its 24 December relisting on the 
Kuala Lumpur Stock Exchange. The for- 
merly mothballed tin counter has been 
taken over and now serves as the vehicle 
for a host of gambling interests controlled 
by Malaysian tycoon T. Ananda Krishnan. 

Krishnan's considerable holdings and 
business acumen prompted analysts to pre- 
dict that Tanjong would trade at a respect- 
able premium to its original offer price of 
M$2 (73 US cents) per share when it was 
relisted on the local bourse on Christmas 
Eve. But few were prepared for its first 


Tanjong’s renaissance 
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half-day of trading: Tanjong closed at 
M$6.10 — setting a 1991 record for a 
relisted counter on its first trading day. 
Brokers reckon that more than 19 mil- 
lion Tanjong shares changed hands from 
24-31 December, out of a public issue of 
17.5 million shares and a special bumiputra 
issue in Malaysia of 14.2 million shares. 
But good trading karma alone does not 
explain why Tanjong is among Malaysia’s 
most active counters. Analysts largely 
credit its miraculous performance to a 


"grey market" in the shares. This has been 
seemed hu tha haldare nf tha cil and 


WH Axo 


expected to rake in profits of as much 
M$1.3 billion annually if its plan to cor 
all lottery-based horse-racing betting rig 
in Peninsula Malaysia is successful. 

gm Doug Tsuruc 


Australian boy wonder Malcolm Turnt 
has quietly emerged as a key sharehok 
in a beleaguered Hongkong-listed cc 
pany, Axiom Forest Resources. Minoril 
will be hoping that this lawyer-turn 
merchant banker will be às successful 
wresting value for Axiom's suffering she 
holders as he was in beating back Britai 
censorious civil servants in ! 
"Spycatcher" case. 

It is a tall order. Ever since its 1986 } 
ing as a mining concern called City 
sources, the stock has been a byword 
speculative abuse. But never more so t] 
since its buy-out by a curious consorti: 
of Malaysian, South Pacific and S 
gaporean business interests called 
Axiom group in March 1991. The grc 
swapped Solomon Islands timber land * 
ued at HK$300 million into City Resour 
in exchange for control of the money-] 
ing counter. 

City Resources’ stock price surged | 
wards, peaking briefly at 76 HK cents, 7 
higher than its level at the end of Januz 
Almost immediately after the deal v 
consummated, the share price plung 
The stock was dogged by rumours that 
logging licences were not going to 
granted. And there were reports of has 
conceived share deals between the Axi 
shareholders and third parties. By the ti 
the shares (renamed Axiom) were s 
pended by the stock exchange in Octol 
they were worth 21 HK cents. 

Stuck in limbo, minorities could 
have been pleased by the whacking HK 
million pre-tax loss — on turnover of 
HK$2.8 million — announced by Axi 
on 27 November. Nor were they amu 
by the New Year present offered by 
firm; it said on 31 December that it 1 
withdrawing its accounts prior to a vote 
shareholders because of "certain spec 
concerns relating to the valuation of 
company's timber concessions." 

Althoueh the Anccia carnarsta rar 
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NIMBAS Bradtord 


SQ BAS 


COMBINE BRITISH ACADEMIC EXCELLENCE WITH 
DUTCH INTERNATIONAL EXPERTISE FOR YOUR MBA DEGREE 





NIMBAS, the Netherlands Institute for MBA Studies, will enable you to 
acquire the prestigious Bradford MBA degree in the Netherlands. 
INIMBAS does this through a partnership with the University of Bradford 
IManagement Centre, U.K., one of Europe's leading business schools 
INIMBAS offers an MBA-degree which is tailor-made for today's 
I«Kuro-managers 


WHY STUDY FOR 

THE BRADFORD MBA IN THE NETHERLANDS? 

As a small nation, with an open economy and an exceptional know- 
dedge of foreign cultures and languages, the Netherlands has acquired 
through centuries of experience a great reputation and expertise in 
international business and trade. Against the background of Europe 
1992 the Netherlands is the most dynamic business environment in 
which to study for your MBA degree 


THE NIMBAS-BRADFORD MBA Is GEARED TO: 

w Managers with a university or good polytechnic degree and at 
least two years work experience, who wish to acquire additional 
management skills in order to function more effectively. 

m Managers who hold key management positions because of their 
experience, but who seek the vital academic qualifications which 
are increasingly necessary for career development. 


NIMBAS-BRADFORD MBA PROGRAMME: 
a Has an excellent international reputation. 
m Has a strong international and especially European orientation and 
is taught in English by international experts 
a Can be studied in four different ways 
- a one-year Full-time programme; 
- a two-year Part-time programme; 
- à two-year Graduate Stream programme; 
- a unique two-year European Executive MBA programme 
comprising 7 in-residence sessions in 4 European countríes 
a Integrates theory and practice 


FOR FURTHER INFORMATION, PLEASE CONTACT: 
Postgraduate Secretary, NIMBAS, P.O. Box 2040, 3500 GA Utrecht, 
The Netherlands. Tel.: ...31 (0)30 314323 Fax: ...31 (0)30 367320 


NIMBAS 


THE NETHERLANDS INSTITUTE FOR MBA STUDIES 
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Amsterdam 
School . 


INTERNATIONAL RELATIONS 


The Amsterdam School of International Relations offers: 


Two ten month programmes (September 1992 - June 
1993) including intensive courses in international legal, 
economic and political relations; law and economics related 
to the EC; and professional skills and French courses. 


The courses are designed to prepare post-graduates in 
law, economics and political sciences for positions in 
corporations and national and internatioal administrations. 
Participants can choose between International and European 
relations and Law of the European Communities. 


Lecturers of Amsterdam University, prominent officials and 
leading EC experts form the teaching staff. 

Medium of instruction: English 

Admission fee f 12.500, (approx. $ 6.750), lodging not included. 


For further information: 

the Amsterdam School of International Relations, 
Oudezijds Achterburgwal 237, 

1012 DL Amsterdam, The Netherlands, 

tel. (0)20-5252966; fax: (0)20-5252086. 
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DIRECTOR 
OF DEVELOPMENT 


The Asia Society is a non-profit organization committed to conveying to Americans the 
diversity and dynamism of the Asia/Pacific region. The Asia Society is internationally 
renowned for its cultural and educational programs designed to increase American 
understanding of the arts, history and contemporary affairs of Asia and to facilitate 
communication between Americans and Asians. Headquartered in New York, The Asia 
Society has regional centers in Los Angeles, Houston, Washington, D.C. and Hong 
Kong. The Asia Society currently has an annual operating budget of approximately $10 
million and a total staff of 100 

Responsibilities: The Director of Development reports to the Executive Vice President 
and aiso works with the President and members of the Board of Trustees in developing 
strategies for and managing the fundraising activities of the Society. The Director of 
Development has oversight responsibility for all development-related activities Society 
wide and directly manages most of the Society's development components, including 
the annual fund, program fundraising, special events, individual membership, capital 
gifts, planned giving and development information systems. The Director will also be 
involved, as appropnate, in the solicitation of major support for unrestricted and 
programmatic purposes. The Director supervises a staff of eight 

Qualifications: The ideal candidate will be a highly motivated professional with à 
successtul background in business or banking who wishes to make a career change or 
an individual with a proven track record in non-profit institutional development. From 
whatever discipline the successful candidate comes, he/she must have experience with 
or knowledge of Asia and must have a commitment to the overall mission of The Asia 
Societv 
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RESEARCH 


oshiba Corp. announced in No- 

vember that it had developed a 

prototype electric motor measur- 

ing just 3 mm across. That is small 
unless you happen to be a researcher in the 
field of micromachines, where such a mo- 
tor is monstrously big. 

The devices that micromachinists build 
are too tiny to be seen with the naked eye. 
Their moving parts can be as small as one- 
hundredth of a millimetre. But despite their 
microscopic size, these tiny machines are 
attracting macro attention, most notably 
from Japan's Ministry of International 
Trade and Industry (Miti). 

In April, the Agency of Industrial 
Science and Technology, a Miti offshoot re- 
sponsible for organising government- 
sponsored research, plans to begin a 10- 
year project to develop micromachines. Up 
to 20 companies will be selected to partici- 
pate in the Y25 billion (US$195 million) re- 
search effort. 

Miti envisions the development of 
micromotor-powered robots that can 
monitor narrow pipes and tubes at nuclear 
power plants. It also wants to see robots 
small enough to travel in human arteries, 
clearing away cholesterol and other un- 
wanted deposits as they go. 

Such notions, however, are still far- 
fetched, owing more to science fiction than 
science fact. The first generation of 
micromotors can barely move themselves, 
fet alone manoeuvre in a thick, viscous li- 
quid such as blood. Nonetheless, scientists 
draw encouragement from the fact that 
micromotors that exist in nature such as 
the whiplike flagella that propel bacteria. 

Micromechanisms have been a hot topic 
since 1988, when Fan Long-sheng and Tai 
Yu-chong, graduate students at the Uni- 
versity of California at Berkeley, demon- 
strated a working motor that was smaller 
in diameter than a human hair. Within a 
few weeks, researchers at the Massachu- 
setts Institute of Technology (MIT) and 
AT&T's Bell Laboratories had come up with 
Kheir versions of micromotors. 

Even though their sudden appearance 
Kook many people by surprise, micro- 
smotors are a logical outgrowth of the well- 
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Inner space 


Delco's sensors are made out of silicon, 
using the same sort techniques as the chip 
industry. Thin membranes are chemically 
etched from a silicon wafer. These bend in 
response to changes in pressure. The 
amount of bending is measured electri- 
cally, generating a signal used to adjust air 
intake. 

Microsensors are attractive to 
automakers because they work at high 
speed and are inexpensive. Nippondenso, 
the largest maker of electronic parts for 
Toyota Motor Corp., is pursuing the de- 
velopment of pressure sensors. Micro- 
devices made by California-based Lucas 
NovaSensor have also found widespread 
applications in the medical field, where 





Robots will shrink to flea size. 


their small size is useful in measuring a 
blood pressure. 

In the first generation of microsensors, 
mechanical parts and the electronic circuits 
used to monitor them had to be made us- 
ing separate processes. Today, sensor mak- 
ers are taking advantage of the tremendous 
progress in microchip fabrication, particu- 
larly thin-film technology, to combine the 
processes into one. 

Indeed, the most impressive recent 
example of a microsensor is an accelerom- 
eter developed by a Massachusetts-based 
chipmaker, Analog Devices. This device is 
intended to activate a car's air bag when a 
crash occurs. 

Rapid movement is translated into an 
electrical signal using a beam of silicon 
cuenendad alos 1 mm shoawe tho eurtaco 


INNOVATION 


The technique makers use to fabric. 
these sensors is called surface mici 
machining because parts and circuits ; 
laid down as a thin film on top of a silic 
wafer. It replaces bulk micromachinii 
in which membranes had to be etch 
starting from the back of the wafer. | 
cause of the thickness of the starti 
material, this was a time-consuming p 
cess. 

Surface micromachining is also ! 
technique used to make moving parts. Ti 
rotors and gears are deposited as patte! 
on film. The film is then etched aw. 
leaving them freely suspended above ! 
wafer. 

So far in the race to build micromok 
researchers have been mainly concerr 
with developing fabrication techniqu 
Now that the first tiny machines have be 
built, however, the main question is w 
can be done with them. The answer 
present is not a lot. 

The first big problem is how to get th 
going. Micromotor rotors have very li 
mass and are consequently dominated 
friction and drag. Once going, the n 
snag is how to keep them operating. 
yet, there is no such thing as a mic 
battery. 

And how long before they wear o 
Little is known about the mechani 
properties of silicon. 

There is also the question of how to 
them to do useful work. Currently, ther 
no way of attaching a shaft to a sili 
motor. 

One of the main objectives of Mi 
project is to determine whether sim 
scaling down the dimensions of exist 
machines will work. The alternative 
proach is to develop entirely new type: 
machines with properties attuned to life 
the micro level. 

One likely area of application is opt 
devices. An array of fast micromechan 
shutters could be used to produce prin! 
with both higher speeds and resolut 
than laser printers. Japan's telecc 
munications giant, Nippon Telegr. 
and Telephone Corp., is exploring 


possibility of applying micromachines 
curtches in antco.fhre | commen 
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HELPING 
TO MAKE 
THEIR WORLD 
A SAFER 


PLACE 
IS EASIER 
WITH PHILIPS 
LIGHTING 





P. safety is government's 
responsibility towards the community at 
large. 

Effective improvements. Working 
with local authorities all over the world, 
Philips Lighting has earned a well-deserved 
reputation for showing how effective street 
lighting can bring dramatic improvements in 
safety and security. So pedestrians feel safer 
again, whilst delinquents do not. 

Made-to-measure r 
support. The unique versatil- 
ity of the Philips Open Air 
Laboratory allows almost any 
street lighting situation to be 
simulated. For testing, mea- 
suring and evaluation. In 








practice this means we demonstrate the best 
possible solution to back up our recommen- 
dations. 

We'll be glad to help promote a safer life... 
after dark. 


Bringing light to life. 

Far over 100 years, Philips Lighting 
has led the way in research, technology and 
understanding the needs of our professional 
and consumer customers, for 
one reason only — because 
we want you to have the very 
best lighting solutions. 

For a better way to 
work and a better quality of 
life. But then light is our life! 


BRINGING, OU BE lil 
abf ic , 


LETTERS 


For the record 

I have read your article [Flightpath to 
profit, 19 Dec. '91] about myself and HKR 
International's affairs with some surprise 
because it may mislead those with whom 
we are working closely. 

[ made no mention during the interview 
with your correspondent of my meeting 
with the Chief Secretary Sir David Ford; 
nor did I mention the farmland adjacent to 


Discovery Bay, a plot ratio of 2.5 and 1 | 


million ft? of developed space. I did not 
make any mention of farmland to Sir 
David Ford either. 

The shaded area in the map in your ar- 
ticle, purporting to show the area of Dis- 
covery Bay, is inaccurate. The leased land 
known as Discovery Bay covers an area of 
approximately 70 million ft. 

Our company's relationship with New 
World Development Co. Ltd is described 

s "unhappy" to the point that we have 





"fallen out" with them. We have always | 


maintained a cordial business relationship 
with New World Development. 


The affairs of our company are not my | 


personal preserve. | am assisted by my 
brother, Victor. The chairman, Cha Chi 
Ming, takes a keen and active interest in 
the company and is involved in formulat- 
ing policy. 

My real-estate business in Oregon is still 
operating. I obtained a Sloan Fellowship 
from the Graduate School of Business, 
Stanford University; I did not study for an 
MBA there. 





Last but not least, the company's name | 
has been quoted incorrectly. HKR Interna- | 


tional Ltd is the publicly listed company, 
incorporated in Cayman Islands, and Hong 
Kong Resort Co. Ltd is its Hongkong sub- 
sidiary holding the Discovery Bay deve- 
lopment. 

Hongkong PAYSON CHA 


Tongue lashing 


Dale Bay charges [LETTERS, 5 Dec. '91] my | 


earlier complaints about Denise Chai's 
rendition of "Choson" as "Chosen" in her 
article of being "quixotic in the extreme." 
What he does not know, with his obviously 
limited knowledge of Korean, is that no 
Korean pronounces son as sen, regardless of 
his geographical or dialectical background. 
In fact, the very syllable sen is not found in 
native Korean vocabulary. As for kum, gum, 


boone i Au wals nle sna awd sll iLa exc 








Home Ground 


Swaying palms. Lush 
greenery. Carefully 
tended potted plants. 
Manicured gardens. 
Think of it as your 
own backyard. Except 
that there's no mowing 
to do. The Equatorial. 
À definite home advantage. 
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ike adding value to your product 
your strategy calls for value marketing, talk to transport is EacBen. Our staff are experienced ; 
> people at EacBen. We can make your products specialised in the Europe—Far East trade. And 
re attractive to your customers by getting them because we know how demanding that trade cai 
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Jur people have ways to help. 





cations by feeder. And throughout the journey For more information, tick the appropiate box(es) and ret 
e track your cargo with one of the most advanced Sales Department, EacBen Container Services Ltd, 
istics : sten — level d EAC House, 88 Main Road, Sundridge, Sevenoaks, 
gisucs systems ever developed. Kent TN14 6ER, United Kingdom 
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A DELIGHT FLIGHT 


Comfortably seated with seat belts fastened 


you feel relaxed, though the aircraft 

moves faster . . . and faster 

before it takes off like a piece of Muslin in the air. 

Relax. And let the journey be delightful. 

is as simple as taking care of your needs from time to time. All you want 
is a little extra care and attention. 

Longgo (q Amsterdam You know that we know that. 

With Biman, it's a delight flight 
all the way. 
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World War II Japanese name for Korea 
Chosenjin, or Senjin for short, has a conn 
tation similar to "nigger," "yid" : 
“polack.” The same is true of "Chosen." 


IOHN L' 
Halifax, Associate Professor of Histor 
Canada St Mary's Universi 


Taoist science fiction 

[ should like to offer a different view 

Blades from the Willows |BOOKS, 28 Nov. '9 
reviewed in your columns. The Chinese s 
called martial-arts novel is a literary gen 
that is highly stylised in form, as so mu 
popular fiction tends to be in any part 

the world, whether it be mediaev 
chansons of the troubadours in Old Frenc 
or Mills and Boon romances. Part of t 
style of the martial-arts novel is a huge cc 
of characters, a meandering plot and ti 
presence of supernatural people and par 
phernalia. It is a kind of Chinese/Tao 
science fiction, where part of the fun 1 
readers lies in appreciating the ingenui 


| and wildness — even absurdity — of i 


vention and is not necessarily very mart 
or violent. The outcome is not in questic 
the good and the righteous will win, t 
interest lies not in the arrival but in t 
journey. 

This kind of novel is also satisfying 
another level, in wishful thinking: t 
longing of many people for some “knigt 
to rescue them from injustice and cruel 
and for some Shangri-la where a select 
few can live in peace and plenty — 
yearning for so many Chinese past al 
present — as embodied in the metaphor 
the "Peach Blossom Spring," first describ 
by the 4th century poet T'ao Qian. 

This, therefore, is not the place for yo 
reviewer to seek his Dostoyevskian char: 
ters or “Socialist Realism,” whether rex 
lutionary or otherwise. The book is ur 
shamedly entertainment, and your eny 
ment is helped if you have a sense of F 
mour and a taste for the fantastic and t 
surreal. 

Oxford, England Dr TAO TAO I 


Attacking style 

I was surprised to come across a piece 
sloppy writing from your usually cons 
entious reporter Salamat Ali [Oppones 
beware, 19 Dec. '91]. While writing abc 
the attack on Benazir Bhutto's frier 
Veena Hyat, by a group of armed men , 
repeatedly used the word "alleged" w 


anh À—À M ka bha mo ole 









“dishonourable” subject leads one to be- 
lieve that indeed this was not a random 
incident. Shaukat, who is one of the 
founding fathers of Pakistan, has long since 
retired from politics and has no vested in- 
terest in falsely accusing the provincial 
government of Sindh or casting aspersions 
on the president. Nor does he have any 
connections with Bhutto's Pakistan Peo- 
ple's Party. In fact, as Salamat Ali pointed 
out, he is a former president of the Muslim 
League, which is presently an integral part 
of the ruling government. 

The culprit(s) of the attack on Veena 
are yet to be legally identified, but the fact 
that she was brutally attacked is inescap- 
able. I wish your correspondent would be 
more careful in future of the implications 
of his words. i y 
Dhaka AMINA VARMO ON BRIM 
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Timor plebiscite 

Possibly for the first time in my life, lamin 
accord with what Australia’s former prime 
minister Bob Hawke and the country’s in- 
dustrial unions are saying and doing. I re- 
fer to their respective attitudes towards the 


continuing Indonesia-East Timor imbro- 


glio, and hope that they will lead to an 
early solution to the question without fur- 
ther loss of Timorese blood. 

The establishment of a UN peacekeep- 
ing force in East Timor, as proposed by 
Hawke, would eventually facilitate the 
holding of a plebiscite in the disputed ter- 
ritory on the issue of self-determination. 
Perhaps it is this possibility that is causing 
so much concern and anger in Jakarta. 
Buenos Aires, 


Argentina REGINALD STUART 


Sic transit gloria 

Major projects in Thailand traditionally 
have a long gestation. period, so it was 
gratifying to read that a mass-transit sys- 
tem is finally to be built in traffic jammed 
Bangkok [Back on track, 19 Dec. '91]. 
However, it is worth noting that in the 
process the Thai Government took a great 
gamble on the welfare of Bangkok's peo- 
ple by offering Hopewell a compromise 


which seemed likely to scuttle the project. 


The economics of rail mass transit, with its 
skewed traffic distribution and densities, 
were apparently not understood by those 
in charge. 

Hopewell's imaginative scheme offers 


intoanratart esil /diedea mas beate Ro marune 


en — this ill health, low productivity, wasted energy 


and numerous other real costs of traffic 
congestion. 

Gordon Wu, Hopewell’s director, has 
decided to proceed anyway. He is taking a 
substantial risk, though his properties — 
with ready access to mass-transit services 
— have a decided advantage over other 
developers. I wish him luck, as, in the 
event, the real winners are Bangkok's citi- 
zens. 

Hatyai, Thailand CHARLES STONIER 
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Destroying to survive 

I'd like to comment, from this side of the 
Luzon Strait, on Yasmin D. Arquiza’s arti- 
cle Selling out nature [12 Dec. '91] on Phi- 
lippine wildlife. 

Pangolin is just one of the Philippine 
treasures being siphoned off for sale here. 
For example, I frequently read local news 
reports about Philippine stalagmites — 


which hardly grow a few inches in a cen- 


tury — been hawked along the roadside 
here for indoor decoration. They are im- 


ported "legally" by local merchants. 


In a poor country like the Philippines, 
everything can be a commodity. To many 
Filipinos, the struggle for survival is their 
major concern. A waiter in a Puerto 
Princesa hotel coffee shop once proudly 
told me he was paid P300 (US$11.25) a 
month, and was lucky to get even that. 

In a country where many walk long 
distance to fetch drinking water from a 
public well, man is increasingly the species 
most at risk. 

Development may be the enemy of 
conservation, but what choice do poor 
countries have? 
Taipei DAVID YU 


Carry on regardless 

Your comments [TRAVELLER'S TALES, 12 
Dec, '91] on the Hongkong airport rip-off 
under the bus monopoly reminded me of 
a continuing scam along the same 
principle. Kaitak airport limits by volume 
the amount of carry-on luggage at the 
immigration checkpoint. If it doesn't fit in 
the measured space, you go back to the 
check-in counter and pay for excess 
baggage. 

The explanation is that this is out of 
concern for passenger safety, convenience 
etc. But all this happens before reaching 
the duty-free shops. There is no limit to the 
amount you can carry on board, as long as 
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Hongkong : Governor's Exit 
Governor Sir David Wilson was always 
expected to leave before the end of 1992 
but the premature announcement of his 
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lews of governor s exit suggests disarray and confusion 


REGIONAL AFFAIRS 


HONGKONG 


„ord without manor 


' Philip Bowring and Stacy Mosher 

Hongkong 

or Britain, Hongkong has alw ays 
been a peculiar, awkward territory 
in its colonial system. And so it 
seems destined to remain until the 
tal curtain in 1997. On 30 December it 
as revealed that Governor Sir David 
ilson was being pushed into retirement 

the tender age of 56 to be replaced by a 
t to be determined individual on a yet to 
‘determined date. 

Although Wilson’s removal had been 
moured for months, the manner was bi- 
rre. It appeared to reflect disarray in 
mdon brought about by the conflicting 
terests of domestic politics, diplomacy 
id (a poor third) the needs of the Hong- 
mg administration. 

In Hongkong, the news threw the gov- 
nment machine into confusion with 
ilson himself attracting criticism by fail- 
g to give a press conference. Instead he 
ade his explanations to a select few 
hich excluded any Chinese-language 
"wspapers. 

Meanwhile, speculation about a succes- 
r has thrown up a large number of 
umes in the press, some of them highly 
iprobable — most money being on the 
»pointment of a senior political figure 
ther than another diplomat. The decision 
ill not be made until after the British gen- 
al election, due by June. 

The odd timing and the off-hand way 
which the decision came to public atten- 
o1 — through publication of the British 
ew Year honours list in which Wilson 
as given a peerage — have led to specu- 
tion in London as well as Hongkong that 
ere is a missing link in the official expla- 
ation of events. 

An official in London told the REVIEW 
No one is going to say a thing about it.” 
ve usual off-the-record "guidance" was 
ot forthcoming. Almost the only certainty 
as that the decision was made by Prime 
inister John Major against the wishes of 
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have waited either until the Queen’s Birth- 
day Honours or until after Wilson’s retire- 
ment seemed a lame one — unless London 
assumes that the niceties of its feudal hon- 
ours system take precedence over the well- 
being of Hongkong. 

As it is, the peerage (a rarity for diplo- 
mats and unprecedented for one yet to re- 
tire) appears a sugaring of a bitter pill so 
that Wilson can retire to a prestigious non- 
government post, probably in academia, 
rather than take a senior Foreign Office 
post which would preclude a peerage until 
he retired from the civil service. 

If the next governor were to be a diplo- 
mat or some other civil servant there 
would have been no problem in making 
an announcement now. But political ap- 
pointments are of a different order — they 
can be more readily undone by a new gov- 
ernment. So, unless Major wanted to risk 
an appointee being removed almost imme- 
diately — should the Conservatives lose 
the election — he had little choice but to 
wait, failing a pre-election deal with La- 
bour. 

But that still does not explain the tim- 
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cannot be ruled out either. It could be tha 
the official who decided to put through th 
announcement of the peerage failed to re 
alise that this would signal that Wilson wa 
on the way out. 

Although Wilson claims he will not b 
a lame duck during his last months in th 
job, the interregnum will cause a numbe 
of difficulties. Through the leftwing pres 
in Hongkong, China voiced its disapprove 
of Britain's action which it described a 
creating uncertainty. The pro-Peking dail 
Wen Wei Po saw the move as a ploy to d 
lute the role of the governor and increas 
that of the Legislative Council (Legco 
whose real or imagined ambitions are cui 
rently the target of Peking's wrath. 

The timing was doubly unfortunate 
coming only a few days before an offici: 
visit to the territory by the head of China' 
Hongkong and Macau Affairs Office, L 
Ping. The Lu visit followed growing Ps 
king attempts to have a direct say i 
Hongkong's internal affairs. Yet if Wilso 
had thought he was being removed fc 
being too soft on China, he did not show i 
He snubbed all liberal legislators — that i 


all lh as ot ale dimnsables slacked amo mm 


and increasingly Peking-aligned group of 
councillors, requesting the government to 
convey to London the "views of the gen- 
eral public." 

But even if Hongkong people had a 
clear idea of who the candidates were and 
what they stood for, they would be unable 
to reach a consensus. The delay is thus seen 
as more likely to encourage fractious de- 
bate between pro- and anti-China factions 
in the territory than to help London reach 
a decision. 

Peking may be able to exercise behind- 
the-scenes influence, but it is clearly not 
happy at the prospect of change, particu- 
larly if Wilson's successor is a non-diplo- 
mat. Both the Foreign Office contenders for 
the post of governor — Peking Ambassa- 
dor Robin McLaren and Foreign Office 
Chief Clerk John Boyd — are familiar to 
the Chinese and both have played impor- 
tant roles in shaping the accommodating 
policy towards Peking that has long been 
the Foreign Office's preferred approach to 
Hongkong issues. 

But the politicians clearly feel that, after 
three diplomats, one of their own number 
should be given a crack at the Hongkong 
post — and at the chance to go down in 
history as the last governor of Britain's last 
major colony. Therein lies the main clue to 
Wilson's demise. 

The list of candidates for the succession 


And the odds 


are... 


touted in the British press includes Marga- 
ret Thatcher and three former foreign sec- 
retaries — Sir Geoffrey Howe, David 
Owen and Lord Carrington — and a slew 
of other past and present senior ministers. 
Yet five years ago Thatcher and Howe saw 
fit to give this immensely powerful and 
important job to a middle-ranking diplo- 
mat with no administrative experience 
who had not even been ambassador to a 
minor country. 

As the Foreign Office’s favoured China- 
expert candidate, Wilson was not lacking 
in knowledge, intelligence and social skills. 
But as time went by he came to be per- 
ceived in many quarters as having insuffi- 
cient stature for the job. He was the equal 
rather than the master of his Foreign Office 
colleagues. He was often ignored by Pe- 
king which took Hongkong matters to 
London where it tended to get its way. 
Wilson, being a Foreign Office man and 


The short list 


Bookmakers William Hill are readying their 
own odds on who will get the governor's job. 
Meanwhile here is an informal REVIEW guide 
to the form to date. 
m Candidate 

E King 

Brooke 

Richard 

Varley 
Clinton-Davis 
Howe 

Rowlands 
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Archer 
Owen 
Brittan 
Tugendhat 
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The news of Hongkong Governor Sir 
David Wilson's retirement has inspired 
some wild guesswork about which big 
political name might get his job, but there 
has been no serious discussion of policy 
changes that may be needed in Hong- 
kong or towards China. 

The list on the Conservative side even 
includes former prime minister 
Margaret Thatcher as an outsider, 
though many — particularly the Foreign 
Office — would see her as a potential 
trouble maker. Sir Geoffrey Howe would 
be an easy choice in London, if he 
wanted it, but his visits to Hongkong as 
foreign secretary were conspicuous fail- 
ures. 

Actually running for the job is David 
Owen, who was foreign secretary under 


Thatcher 
Carrington 
De la Billiere 





as a lightweight, but the tougher the man 
in Hongkong, the more difficult for the 
Foreign Office and the political masters 
in London. 

Among Conservative politicians 
Northern Ireland Secretary Peter Brooke 
might bring a fresh but firm approach as 
might his predecessor in that impossible 
job, Tom King, currently defence secre- 
tary. Former EC commissioner and ex- 
journalist, Sir Christopher Tugendhat, 
has been mentioned, as has been a cur- 
rent commissioner and former home 


without political clout at Westminster, h 
little room for independent action on n 
jor issues. Many viewed him as little m« 
than a messenger. 

In the aftermath of the Tiananmen m 
sacre in June 1989 he did go out on a lis 
for Hongkong's interests but the issues 
turned to haunt him. His defence 
Hongkong people's rights to express th 
views of what was happening in Chi 
paved the way for a very tough stand 
China against the territory's democrats. I 
campaign to get reluctant politicians 
concede British nationality for a significi 
number of Hongkong people became 
embarrassment when few applied. I 
post-Tiananmen commitment to t 
HK$127 billion (US$16.2 billion) n 
Hongkong airport project became a le 
in Peking's hands when London insist 
that China's prior consent would 
needed. 

The airport issue culminated in Ma 
having to journey to Peking and sig? 
memorandum of understanding w 
China before it would give a green light 
the airport project. Many now see this tt 
which Major clearly felt to be humiliati: 
as the immediate reason for the decision 
remove Wilson. While Major publi 
praised Wilson on the way back from | 
king, aides were less flattering. 

Blame for misconstruing the lengths 


Hongkong but it proved too difficult a 
task." He confirmed that Labour consid- 


ers that a senior politician should be ap- 


pointed. 

Foulkes said that the sort of people 
who have been mentioned in the press 
were the sort whom Labour would 
indeed consider if elected. He named 
specifically Lord Ivor Richard, Lord Eric 
Varley, Lord Stanley Clinton-Davis, Ted 
Rowlands and Peter Archer. All of these 
are senior members of the Labour Party 
and most have experience of govern- 
ment. Richard was formerly British 
ambassador to the UN. Varley was 
minister for energy while Clinton-Davis 
was an EC commissioner. Rowlands 
was a minister at the Foreign Office 
and Archer is a former solicitor-gen- 
eral. 

Although many names have been 
mentioned it is far from clear who 
among those is really prepared to face a 
period of probably great difficulty in 
Hongkong. Retired politicians may want 
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uch Peking would be willing to go to 
e the airport issue for political leverage 
sted as much with the foreign secretary 
d his advisers as with Wilson. But 
ilson was more vulnerable. The governor 
is often caught between those who felt 
it he had insufficient clout with China to 
nclude a deal which would stick and 
— led by Percy Cradock, former am- 
ssador in Peking and the prime minis- 
's special envoy — who favoured maxi- 
im concessions to China to put the air- 
rt issue to rest. In fact, London seems to 
ve been behind a whole series of con- 
ssions to China on constitutional issues 
er the past year. 
Wilson had, however, also long been 
der fire for his handling of domestic 
mgkong issues with many accusations 
indecision, weak-mindedness, concern 
th image rather than substance and 
»ference for taking the easy way out. 
He was not helped at times by incom- 
tence and infighting among leading sub- 
linates. But critics saw frequent failures 
nerve — for example, in the retention of 
orney-general Jeremy Mathews despite 
reral lapses of judgment. 
He was also faulted for his decision not 
proceed with criminal investigations of 
yminent persons, such as Sino group's 
bert Ng whose losses on the futures ex- 
inge cost several hundred million dol- 
s in public funds. 
Although administering Hongkong at 
s time of political transition is doubly 
ficult, Wilson could not escape the fact 
it to many people the bureaucracy ap- 
ired indecisive. When the government 
| act it seemed too often to be doing 
ina's bidding or that of influential busi- 
3s leaders. He was also criticised by 
iny civil servants for allowing his wife 
play a role in decision-making. 
Meanwhile, back in London, Wilson 
s the subject of a campaign of voluble 
ticism from Jardine Matheson para- 
unt chief Henry Keswick. The Keswick 
luence is often exaggerated, but his 
ping helped to put question marks over 
Ison's future well before the airport hu- 
liation. 
Uncertainty also exists over the future 
Chief Secretary Sir David Ford who 
ches official — but extendable — retir- 
; age in February. While he gets along 
th Wilson, Peking would be pleased to 
the back of Ford who has tended to 
our a tougher line towards China. 
Wilson has said that Ford will stay on. 


DIPLOMACY 


Israel's dogged perseverance is about to pay off 


Shalom to China 





By Jonathan Karp in Hongkong and 
Lincoln Kaye in Peking — 
I srael's 40-year quest for normalisation 





of its relations with China will end on 

22 January, when Foreign Minister 
David Levy arrives in Peking en route to 
Moscow for the third round of Middle East 
peace talks. In exchange for diplomatic 
recognition, Jerusalem will allow Levy's 
counterpart, Qian Qichen, to participate in 
the Moscow talks, as befits China's sense 
of self-importance. 

The normalisation breakthrough comes 
as almost an anti-climax for China. Qian 
will be just one of nearly 40 foreign minis- 
ters at the Moscow round. The Gulf War 
and the Soviet debacle have already driven 
not only Russia but 
even such hold-outs 
as Albania and Mon- 
golia into Israel's dip- 
lomatic fold. 

Nevertheless, Is- 
raelis hope that Chi- 
nese recognition may 
make it easier for 
other Third World 
countries, such as In- 
dia or even Indonesia, 
to take the plunge. 
Yasser Arafat, head of 
the Palestine Libera- 
tion Organisation 
(PLO), himself asked China more than a 
month ago to take part in the talks. In so 
doing, Palestinian sources admit, he im- 
plicitly accepted the precondition of Sino- 
Israeli normalisation. 

After the demise of the PLO's traditional 
Soviet ally, the sources concede, China may 
be its best approximation to an influential 
friend at the peace talks. Israel, for its part, 
now regards China as supplanting Mos- 
cow as the world's "No. 2 power" — at 
least in the words of an Israeli official 
quoted in an internal Chinese bulletin for 
high-level cadres. 

Israel, under its socialist founding fa- 
thers, was among the first countries to 
recognise communist China in the 1950s, 


bassies more than 18 months ago undei 
the guises of a tourism agency and ar 
academic exchange, respectively. What 
pushed Peking to upgrade to formal rela- 
tions, diplomats say, was the emergence oi 
Japan as more of a Middle East player. 

Instigated by Washington, Tokyo may 
host one of the forthcoming multilatera. 
conferences on such Middle East problems 
as water resources or refugees. China har- 
bours a deep ambivalence towards Japan 
its economic mentor and yet its rival as an 
Asian regional power. 

Japan's Middle East activism propelled 
Peking to dispatch Vice-Foreign Minister 
Yang Fuchang for a whirlwind trip to Je- 
rusalem to finalise normalisation details 
The fact of Yang's visit came as no surprise 





to the PLO., but its snap timing did, coming, 
in late December on the heels of a highly 
publicised face-saving state visit to Peking 
by Arafat. 

China had been waiting for Yosef 
Hadas, director-general of Israel's Foreign 
Ministry, to come to Peking for last-minute 
groundwork, but Hadas was tied up with 
the Madrid and Washington rounds of the 
peace talks. So Yang was dispatched, in a 
rare instance of Peking rather than Jerusa- 
lem taking the initiative. 

For most of the past four-to-five years, 
as normalisation negotiations inched for- 
ward, Israel has had to be "aggressively 
patient” with China in the words of 
Reuven Merhav, a former consul-genera! 





and even allowing some sympathetic me- 
dia coverage of Israel. China abstained in 
the recent UN vote to rescind a 1975 reso- 
lution — which had equated Zionism with 
racism — that it had previously supported. 

The Sino-Israeli momentum accelerated 
last November with a secret visit to Peking 
by Defence Minister Moshe Arens, fol- 
lowed by Israel's first business delegation, 
which included the military's ex-chief of 
staff Dan Shomron, who now heads a state- 
run arms manufacturer. 

The martial overtones of these two vi- 
sits renewed international concerns over 
Israeli military sales to China — a topic 
shunned by Jerusalem officials. A Western 
diplomat in Peking concedes that Israel is 
known to be less than scrupulous about 
onpassing. embargoed. arms technologies, 
as recently revealed in South Africa, and 
that they are strong in avionics, tank ar- 
mour and armaments. 


An article.by Israeli military commen- . 


tator Reuven Pedatzur of the Haaretz 
newspaper cites foreign reports confirming 
Israeli sales to China in some of these 
areas, as well as missiles, guidance systems 
and fire-control systems for tanks. At the 
recent Paris Air Show, he wrote, China 
exhibited an air-to-air missile that was a 
virtual copy of Israel's Python-IlI. 

Some of Jerusalem's military technology 
sales to China have “boomeranged, " 
Pedatzur adds, in the form of Chinese sales 
to Israel's Arab adversaries. The Chinese 
internal bulletin for top cadres noted Israeli 
qualms about Peking's "alleged" sales to 
Syria and Saudi Arabia and nuclear tech- 
nology transfers to Iran and Syria. 

Such concerns were on Arens' agenda, 
Israeli sources admit, while Shomron was 
in Peking partly to talk about demilitarisa- 
tion of defence plants, according to the 
head of the business delegation. Sino-Is- 
raeli normalisation will help arms control, 
Merhav feels: "If the Chinese want a role 
in the region, they have to play by certain 
rules .. . With formal ties, Israel can bring 
its message right to Peking's doorstep." 

It can also more easily bring its own 
military wares, notes a Western diplomat. 
But the Chinese internal memorandum 
cautions that, where export of certain key 
technologies is concerned, China is still 
listed as an "enemy country.” This might 
be a reason for no more than "guarded 
optimism" on the trade front. 

Still, there is plenty of room for ex- 
panded economic cooperation. Sino-Israeli 
trade, mostly routed through Europe or 


selves with such long-term prospects, on- 
the-spot diplomats from both sides franti- 
cally tended towards logistical details of 
Levy's coming visit. The foreign minister 
will be in Peking for four days before his 
Israeli air force jet whisks him off to Mos- 
cow. 

Under rules laid down for all govern- 
ment functionaries by the fringe religious 
parties in Israel's ruling Likud coalition, 
Levy and his entourage will have to ob- 
serve strict Kosher dietary laws — a novel 
challenge for the chefs at Peking's 
Diaoyutai state guest house. He will also 
be stuck in China over the Jewish sabbath, 
when he is not allowed to work or even 


move about by car. 


China is already showing itself a qu 
student of things Israeli, however, at le 
judging from the shrewd analysis of Je 
salem politics in its confidential Mid 
East bulletin. The Likud-led coalition g 
ernment, it suggests, can use the achie 
ment of normalisation as “political capil 
in its 1992 election bid. 

But, if frustrations mount as the pe 
talks drag on and the ruling coalition co 
unravel, the political climate might beco 
too charged for the government to m. 
any bold diplomatic moves such as r 
prochement with China. All the more 1 
son to normalise now. 
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| he US and South Korea, anxious to 

[ coax North Korea into opening its 

! secretive nuclear development fa- 
cility to international inspection, have 
agreed to hold off their annual joint mili- 
tary exercise this vear, according to an offi- 
cial announcement on 7 January. They in- 
dicated, however, that the plan not to hold 
the military manoeuvres — code-named 
Team Spirit — applied only to 1992 and 
they could resume if the North failed to 
accept outside inspection. 

The military exercise involving hun- 
dreds of thousands of troops from both 
countries and mobilisation of advanced 
weaponry has been held every year since 
1976. 

The decision to suspend the exercise 
was taken at the meeting the day before 
between President Roh Tae Woo and 
visiting US President George Bush. They 
confirmed the earlier policy decision to 
suspend the second phase of US troop 
withdrawals until they were sure of North 
Korea's compliance with an international 
nuclear safeguards agreement. 

It was a joint response to a recent dra- 
matic improvement in relations between 
the two Koreas, including two agreements 
they signed last month pledging to desist 
from war and to denuclearise the penin- 











in South Korea. The North is also ex 
to agree to inspection by the Sot 
Sunchon airbase and the Yongbyon n 
reprocessing facility north of Pyongyan 

The informal agreement on mutual 
spection was made after the signing of 
draft declaration for denuclearisatior 
whole of Korea on 31 December 
signing was made possible only aft 
North promised to conclude the nucl 
safeguards agreement with the Vien 
based International Atomic Energy Agel 
(IAEA) soon, thus accepting IAEA inspecti 
North Korea is expected to announce. 
ceptance of this agreement shortly 
Vienna. 

The decision not to hold the c 
troversial exercise this year, without w 
ing for North Korea's official pledge 
international inspection, reflects Seot 
growing confidence in dealing w 
Pyongyang. Roh has called for a sum) 
meeting with North Korean President K 
Il Sung as soon as possible to officially « 
the state of confrontation. He is anxious 
progress on this issue before the end of 
term in office in February 1993. 

But Roh and Bush are not taki 
chances with the North so long as Pyo 
yang maintains large-scale armed fori 
including an army more than 1-milli 
strong. During his three-day visit to Se 
ending on 7 January, Bush reiterated 
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RIEFING 


'king expels 
iman rights delegation 


A four-member official Canadian 
egation investigating human rights 
iditions in China was expelled by 

<ing on 7 January for "engaging in 
ivities incompatible with their status," 
ording to Canadian Ambassador to 
ina, Fred Bild. The visit by the team — 
nprising MPs Geoff Scott, Beryl 

ffney and Svend Robinson, and staff 
mber Richard Lee — follows China's 
er last year to hold dialogue on human 
hts. Lee said the delegation met the 
ailies of jailed intellectuals Wang Juntao 
1 Chen Ziming. The team had also 
nned to go uninvited to the prison 

iere Chen and other dissidents are 

ng held and to lay a wreath in 
nanmen Square in memory of those 
ied in the June 1989 crackdown on the 
nocracy movement. 


tina-Pakistan deal 
i nuclear power plant 


China has contracted to install for 
<istan a 300-MW atomic power plant at 
ashma, 140 km southwest of 
unabad. The plant, almost identical to 
one commissioned in Qinshan near 
inghai in December 1991, will cost 
yut US$500 million, with Pakistan 
‘eting the local costs and China 
vancing credit to meet other costs. 
<istan’s President Ghulam Ishaq Khan 
d the sale agreement, sealed on 31 
cember, provides for the transfer of 
hnology as well as International 
mic Energy Agency-supervised 
eguards. 


^w twist to Tokvo 
litical donations row 


The scandal involving Liberal 
mocratic Party (LDP) MP Fumio Abe 
epened with reports that Abe tried to 
p the now bankrupt steel frame 
nufacturer Kyowa Corp. secure bids 
construction of a stadium in Sapporo. 
e Mainichi Shimbun also reported that 
owa may have purchased land in 
'kkaido in October 1990 on the basis of 
published government information 
»ut plans for an expressway between 


Boost for Seoul 

presidential candidate 

> South Korean President Roh Tae Woo 
is expected to declare his support for 

Kim Young Sam as the ruling Democratic 
Liberal Party (DLP) presidential candidate 
in the December election, senior 
presidential aides said on 4 January. 

Kim, now executive chairman of the DLP, 
faces strong opposition from rivals in his 
own party who view him as weak on 
issues. Kim's decision in January 1990 to 
quit the opposition and join Roh's party 
has generated so much resentment among 
some voters that he is fighting an uphill 
battle justifying his bid for the presidency, 
for which his erstwhile ally, opposition 
leader Kim Dae Jung, is also a major 
contender. 
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Japanese firm 

linked to vakuza 

> Tokyo Sagawa Kyubin, Japan's second 
largest delivery company, issued Y90 
billion (US$692 million) in loans to a 
property company with alleged links to 
the Inagawa-kai yakuza organisation, of 
which Y64 million was not reported in the 
company's audited accounts, according to 
the Mainichi Shimbun newspaper. Most of 


the loans were issued to Hokuto Kaihatsu, 


a company in the Tokyo Sagawa Kyubin 
group. Hokuto Kaihatsu in turn lent ¥31.8 
billion to Hokusho Sangyo, a property 
company which was allegedly a front 
company controlled by the late former 
Inagawa-kai boss Susumu Ishii. 


ONAF AVY 


India to escape fighting in 1990-91. An 
Indian ship is to start ferrying the 
refugees from camps in Orissa and Tamil 
Nadu to Trincomalee at the end of 
January. The ministers stressed that the 
returns would be voluntary. 


Sabah leader's 
graft trial begins 
> The corruption 
trial of Datuk Joseph 
Pairin Kitingan — 
chief minister of 
Sabah and head of 
the state’s ruling 

Parti Bersatu Sabah 
— opened in Kota 
Kinabalu on 6 
January. Kitingan is 
accused of abusing 
his position by awarding a M$1.5 million 
(US$555,270) contract to a company in 
which his relatives were shareholders. 
Sabah is one of two states in Malaysia 
ruled by parties in opposition to the 
National Front central government in 
Kuala Lumpur. 





Kitingan. 


Jakarta warns Canberra 

over stoning incident 

»> Indonesia has lodged a strong protest 
to Australia over the stoning of three 
Indonesian Embassy cars in Canberra on 
2 January. Timorese groups protesting 
against the killing of youths in East Timor 
on 12 November were blamed for the 
incident. Indonesian Foreign Minister Ali 
Alatas warned that Indonesian-Australian 
ties would be jeopardised if Australia did 
not exert more effort to protect the 
embassy and its officials in Canberra. The 
stone-throwing incident came a week 
after Jakarta released a report by a 
government-appointed inquiry team 
which criticised the Indonesian military's 
conduct over the East Timor killings. 


Taiwan cries foul 

over defector's arrest 

> Taiwan's quasi-official Straits Exchange 
Foundation, which handles day-to-day 
contacts with the mainland, has protested 
over the arrest in China of a former 
Chinese air force pilot who defected to 





Rediscover your love of flying. 


Once upon a time you approached flying with a keen perhaps become simply a means to an end. Rediscover the 
sense of excitement. Then you grew up. Now you have things you first loved about air travel. Aboard Japan Airlines 
important things to do and places to be, and flying has Where a world of comfort sets us a world apart. 





From simulating flights in thun 
derstorms to validating wing design 
in wind tunnels to actual test flight 
in the driving rain, the 777 will b 
the most thoroughly tested airplan 
that Boeing has ever built. 

In fact, before the 777 ever get 
off the ground, it will need to pas 
hundreds of tests with flying color 
in our new $90 million Integrate: 
Aircraft Systems Labs. 

In the air, nine 777s will b! 


tested. Three of which will fly 1,001 


flights, one plane for each of th 


three engines available. 

In addition, a complete air 
frame will be built to test the 77’ 
under various load combinations 
And for structural fatigue, yet an 
other airframe will be subjected te 
40 years of simulated flights. 

All to ensure that the 777 is thi 
safest and most reliable aircraft i 
can be. Naturally, our customer 
wouldn't have it any other way. An 


of course neither would we. 








journalists and staff of the Far Eastern Economic Review is now | 


TO DEAL WITH 
THE MONKEY 





ne of the keys to succeeding in Asia in 1992 (the year 
of the monkey), will be your depth of understanding 





the ram). Changes have swept through the a 
region, altering business, political and 
financial outlooks. Any move without 
reference to accurate information could be a move in the wrong 
direction. For 32 years business leaders, scholars and politicians from 
around the world have relied on the "Asia Yearbook" for that accurate 
information. The all-new 33rd edition, compiled and edited by 


available. "Asia 1992 Yearbook" covers the major events in Asia and 
also provides a country-by-country analysis of the various political, jp YEARBOOK 
social and economic scenes. 





Mail, Fax or Phone: Far Eastern Economic Review, € vi} MSCOUNT m 
G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338. sU /t 


| Please rush me the just published ASIA 1992 YEARBOOK (hardback) at HK$315, US$39.95, £24, Y5,600, 8571. 50 or MS$117.50 e * (softh. ick) 


at HK$235, US$29.95, £18, Y4,200, S$53 or M$88 each. 
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of the events and developments of 1991 (the year of 








PHILIPPINES 


Four major candidates set to fight May election 





By Rigoberto Tiglao in Manila 


ears that May's presidential election 

could turn into a chaotic political 

melee have receded, but there may 
still be four major forces battling to get 
their candidates into Malacanang Palace 
with each camp roughly corresponding, to 
the main ideological persuasions in the 
country. Other contenders, who appear to 
lack effective party machines, are unlikely 
to break out of their marginal status. 

The latest force to become clearly iden- 
tifiable is a nationalist, Left-of-Centre coali- 
tion between the Liberal Party (LP) and the 
PDP-Laban (Philippine Democratic Party- 
Fight) which will field LP leader Sen. Jovito 
Salonga as its candidate. The other key 
combatants are likely to be: the ruling party 
Laban ng Demokratikong Pilipino (LDP) 
backing House of Representatives Speaker 
Ramon Mitra; a faction of the Nacionalista 
Party supporting former Marcos associate 
Eduardo “Danding” Cojuangco and a big 
business-promoted alliance with either 
former chief justice Marcelo Fernan or 
former defence secretary Fidel Ramos 
heading its ticket. 

The LP and the PDP-Laban announced 
they were joining forces under the name 
"The People's Coalition" on 2 January. The 
two parties were principally responsible 
for the rejection of a new US bases agree- 
ment by the Senate last year. PDP-Laban 
leader Aquilino Pimentel will be Salonga's 
vice-presidential running mate. 

It is only in recent times that the LP has 
leaned to the Left, focusing on equity and 
sovereignty issues. In the period before the 
declaration of martial law in 1972 the LP 
had been one of two parties of the Philip- 
pine establishment — the other was the 
Nacionalista Party — which took turns in 
governing the country. The fierce attacks 
on the LP under Marcos' rule, which deci- 
mated its ranks, were a major reason be- 
hind the party's transformation. 

Its partner, the PDP-Laban — the result 
of a merger in 1982 of the Philippine 
Democratic Party and the Lakas ng Bayan 
(Power of the People) Party — grew out of 
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Machine politics 


Senate and replace him with LDP president 
Neptali Gonzalez. Defections have been a 
problem. They both lost some members to 
the LDP on its formation in 1988 and trade 
union representative Sen. Ernesto Herrera 
resigned from the LP last year because of 
its anti-bases stand. 

The presidential election campaign is 
set to see further losses. LP Sen. Orlando 
Mercado is supporting Fernan's candidacy 
for the presidency, and another, Sen. 
Ernesto Maceda, has become campaign 
manager for another presidential aspirant 
Sen. Joseph Estrada. 

But neither the LP nor the PDP-Laban 
are greenhorns in Philippine political 
manoeuvring. Before some recent de- 
fections from the LDP to the Cojuangco 
wing of the Nacionalista 
Party, the LP and PDP- 
Laban alliance would have 
represented the largest 
non-LDP political force, ac- 
counting for 15% of 
governorships and 10% of 
the 196 congressional dis- 
tricts, on which it has built 
up local, patronage-based 
support. 

However, so far the 
LDP appears to have the 
most powerful political 
machine. The LDP is 
mostly composed of poli- 
ticians professing support 
of President Corazon 
Aquino’s administration, despite their 
diverse political persuasions. The common 
thread among senior LDP members is that 
they have consolidated their power bases, 
either through their posts in Congress or 
through positions in government. 

The LDP is now viewed as the party 
controlled by Aquino’s in-laws, other rela- 
tives and their associates. Paul Aquino and 
Agapito Aquino — brothers of the presi- 
dent's slain husband Benigno — are now 
LDP stalwarts. Her younger brother Jose 
Cojuangco is general secretary and be- 
lieved to be the party's kingpin, while 


Gonzalez is associated with Aquino uncle 
Lam Qr ilio Tha 
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Mitra: strong contender. 


of political leaders who were nurtui 
during the Marcos years and totally ali 
ated by the Aquino administrati« 
Cojuangco, who has manoeuvred to g 
control of one of the three wings of 
Nacionalista Party, represents the mi 
astute Marcos-era political bosses w 
have independently developed their lo 
power bases. He has emerged as the oi 
Marcos associate who can boast of a « 
stituency in a Philippine economic sect 
the coconut industry. Cojuangco has a 
distanced himself from what is consider 
the more rapacious remnants of the Mar 
period: Imelda Marcos’ coterie of sy 
phants. 

The fourth significant force in the eb 
tion is a big-business backed groupi 
which is still struggling to gel as an org; 
ised camp. Fernan — whose candid: 
was launched on 22 November — } 
emerged as the contender with identifia! 
backing from major corporations. His c¢ 
support has been from politicians a 
business magnates in Cebu City, which I 
emerged as a thriving business centre. 

Before the launching of Fernan's b 
Ramos had appeared 
be the big-business can 
date. However, most ai 
lysts in Manila say tl 
Ramos' political star ! 
rapidly faded followi 
his loss of the LDr's stri 
vote to Mitra on 
November, despite su 
port from Aquino and | 
relatives. His behavic 
since the vote has be 
seen as politically am 
teurish by many of ] 
business supporte 
Ramos first conced 
defeat, then protested 
was cheated, and fina 
quit the LDP altogether. 

The response to Ramos' attempt to 
cover, through his organisation of à : 
called Partido LakasTao (People Pow 
arty), has been lukewarm, with no pol 
cal heavyweights or organisations joini 
it as yet. Given that Ramos’ campai 
seems to have faltered, and with Fern 
making only slight headway in expandi 
his support, a Ramos-Fernan alliance i: 
possibility. 

On 7 January, Imelda Marcos joined t 
fray with the aim of leading a "broad « 
lition of opposition forces." But her chan 


are minimal because of her continuing 
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eeional powers have ambitious plans for Tumen delta 


NORTHEAST 


ASIA 31 


Hinterland of hope 


' Lincoln Kaye in Hunchun, Jilin province 


Even before its inaugural 
meeting in February, the 
management committee of 
the Tumen River Area De- 
velopment Programme will 
ve already accomplished what may be 
most impressive achievement: the guest 
t. The meeting, sponsored by the United 
tions Development Programme (UNDP), 
ll attract delegations from 
wrth and South Korea, Japan, 
tina, Russia and Mongolia. 
Six countries more mutually 
easy with each other would 
hard to imagine. They are 
vided by ideology, levels of 
onomic development, lega- 
's of civil war, border skir- 
ishes and colonial bitterness. 
The two Koreas only last month got 
ound to signing a mutual non-aggression 
ct after nearly four decades of hostilities. 
Ye of the conferees, Russia, did not even 
ist as an independent nation back when 
2 meeting was set. Diplomatic relations 
ve yet to be formally established be- 
een some of the management commit- 
2’s members, such as Tokyo and 
ongyang or Seoul and Peking. 

Getting them all to sit down together 
is a significant diplomatic coup for the 
wly activist, post-Cold War UN. Al- 
ugh it has been discussed in academic 
minars for two years now, the Tumen 
oject was only taken up by the UNDP at 
» first meeting of its Northeast Asia Re- 
mal Programme in Ulan Bator in July 
31. A follow-up meeting of the six coun- 
es in Pyongyang last October set up the 
inagement committee. 

“To catch a string of such trophy fish," 
ys a Peking-based diplomat, “the UNDP 
uld have to bait its hook pretty lav- 
ily.” The Tumen scheme is nothing if not 
indiose. According to the background 
per prepared for the Pyongyang meet- 
* by a consultative mission of UN-ap- 
inta- tha TICCIWN hillian Feds 
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lending authorities and private indus- 
trialists. Ding Shicheng, head of Jilin's 
Science and Technology Commission, en- 
visions the eventual Tumen Delta complex 
as an entrepot to rival Rotterdam or 
Hongkong. 

The sleepy waterway that is the focus 
of all this sudden attention rises from the 
crater lake of Changbaishan volcano, the 
mythic birthplace of the Korean people, 


and flows eastwards for 530 km along the 





China-North Korea border into the Sea of 
Japan. But, through the vicissitudes of 19th 
century imperialism, China lost control of 
the last 15 km of the Tumen, just beyond 
Hunchun. 

From there on, the river forms the bor- 
der between Russia and North Korea. The 
geography of the trilateral border, com- 
bined with Japanese military adventurism, 
Korean War hostilities and Sino-Soviet ri- 
valry, has kept the Tumen region back- 
ward for more than half a century. 

But not for much longer, if the UNDP 
expert recommendations are followed. 
Where now there is nothing but marshland 
and ricefields, there will rise a metropolis 
of hi-tech “smart” buildings, home to a 
cosmopolitan population of half a million. 
The city will become the eastern terminus 
of a 10,000-km land bridge between the Ja- 
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inaccessible of all — eastern Mongolia 
With ready access to inputs and markets 
Ding predicts, industrial zones wouk 
spring up in North Korea and Northeas 
China. 

The development of Tumen, says Zl 
Guozhong, vice-chief of Jilin’s Planninj 
and Economic Commission, is an ides 
which "makes so much sense that it i: 
bound to happen eventually." But whethe 
that means in a few years or a few dec 

, ades, few observers would be 
| so rash as to predict. 

Russia and its Presiden 
Boris Yeltsin are preoccupie 
with internal problems follow 
ing the fragmentation of ths 
Soviet Union. Succession crise: 
loom in Peking and Pyong 
yang, where octogenarian dic 
tators play out their endgames. And ir 
China, South Korea and Japan, entrenchec 
local interests argue against a shift of de 
velopment orientation to the Japan Sea lit 
toral. 

No wonder they are nervous, note: 
Aage Holm, an engineer who was a mem 
ber of the UNDP’s consultative mission: the 
premise of Tumen development turns es 
tablished trade and industrialisation pat 
terns "inside out." 

So far, economic activity in Northeas 
Asia has focused on the Pacific and Yellow 
Sea coasts, in places like Tokyo and Osaka 
Pusan and Inchon, Shanghai and Tianjin 
Meanwhile, eastern Korea, northwest Ja 
pan and northeast China have lagged s 
far behind that they have now emerged 
by default, as the priority development re 
gions of their respective countries. 

By making the Japan Sea the centr 
of a Northeast Asian bloc, the Tumer 
project aims to reverse these imbalances 
At the same time, it provides insuranc 
for Northeast Asia's trading dynamo: 
against any future protectionist policy 
lurches by such groups as the EC and ths 
North American Free Trade Agreemen 


countries. 
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Ogawa, managing director of 
the Japan Association for Trade 
with the Soviet Union and So- 
cialist Countries. 

Regional cooperation would 
give full play to the synergies 
of Northeast Asia's constituent 
economies, which are arguably 
more complementary than Eu- 
rope's. As it is, regional ex- 
change is thriving even without 
a full-scale Northeast Asian de- 
velopment framework. 

In 1989 and 1990, South Ko- 
rea's annual trade with the So- 
viet Union quadrupled to 
US$900 million. Sino-Russian 
border trade now runs to US$300 million a 
year. China's yearly trade with North and 
South Korea now amounts to nearly 
US$600 million and US$3 billion respec- 
tively, and is growing briskly. 

Boom times may not go on indefinitely, 
though. Ogawa warns that Northeast 
Asia’s economies might not always 
dovetail so neatly. South Korea and Japan 
could increasingly vie for hi-tech markets. 
North Korea, if its industries ever get 
into gear, could quickly swing from 
labour surplus to shortage. And the 
Russian Far East will no longer be so 
omnivorously needy once it finds its eco- 
nomic footing. 

Ding argues that the present circum- 
stance presents a window of opportunity 
to get cooperative development under way 
while the Japan Sea littoral states are at 
their most receptive. 

Maybe so, critics counter, but that is no 
reason to commit the capital and slog 
through the legal and diplomatic spade- 
work for such an ambitious multinational 
venture as Tumen development. Would 
it not be simpler, they ask, to promote 
Northeast Asian regional economic coope- 
ration just by building up the throughput 
and infrastructure of existing ports on the 
Bohai Gulf and the Yellow Sea? 

But the Tumen delta, almost equidistant 
between Tokyo and Peking or Seoul and 
Khabarovsk, is closer to the region's 
demographic, political and economic 
centre of gravity. A UN official adds that, 
precisely because the Tumen scheme re- 
quires so much more investment of finan- 
cial and political capital than the piecemeal 
Yellow Sea approach, it assures that each 
of the participants will have enough of a 
stake in regional cooperation to see it 
through. 
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Source: Geographical Institute, Northeast Normal University, Changchun 








off trucks. 

The coastline on either side of the 
Tumen delta offers an abundance of inlets 
and harbours, some of them only mini- 
mally developed, that could be adapted for 
these uses. The North Korean ports, while 
ice-free, tend to be shallow, Holm reports, 
while the deep-draught Russian ports tend 
to freeze over in winter, 

But there are enough suitable port sites 
to include several harbours in the complex 
and to avoid too much doubling of func- 
tions at any of the terminals. That approach 
also has the advantage of spreading 


Tumen outlays 
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around the benefits of Tumen development 
among the participating countries, so as to 
avoid conflicts. 

“In other words, pork barrel,” sums up 
a Western diplomat, "and on an unpre- 
cedented scale.” The UNDP’s US$30 billion 
price tag — which Holm admits is just a 
rough and conservative estimate — 
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chant banker en route 
Pyongyang: “I only allow n 
self to go there as a tour 
never on a business visa. T 
way I can demur, in case tl 
ask for money." 

Tumen advocates ho 
that Japanese institutions v 
take a longer view, as mij 
also the Tokyo-dominat 
Asian Development Bai 
Western construction, teleco 
munications and shippi 
magnates, too, could prc 
more amenable than th 
banking compatriots to coms 
funds to Tumen, for fear 
getting left out of the action. 

And South Korea's deep-pocketed 1 
anciers, guided more by considerations 
nationalism than bankability, could w 
provide a sizeable proportion of the finat 
for Tumen development. 

South Korean Unification Chur 
leader cum tycoon Moon Sun Myung, 
his recent visit to Pyongyang, reporte 
discussed the project with President Kin 
Sung himself. And Daewoo chairman K 
Woo Choong may have had Tumen par 
in mind when he became, last month, 1 
first head of a South Korean chaebol to v 
North Korea since the non-aggression pe 

It will take more than Korean natio 
sentiment, however, to make the Tum 
project a reality. The next stage is a fi 
dress feasibility study at an estimated c 
of US$12 million. Before that, though, ! 
management committee will produce « 
tailed reports over the next 18-24 mon 
on three topics that are most crucial, Moi 
says, for senior leaders to make their pol 
cal decisions: 
> The size, shape and "grand design” 
the project; 
> Detailed technical assessment of ex 
ing facilities and projection of infrastn 
ture needs; 
> Legal and institutional arrangements 
such fields as customs and bonding, bài 
ing, insurance and currency, arbitrati 
and environmental protection. 

Thorny as these issues are, Morey sa 
there already exist a few useful precede 
for multi-jurisdictional trade and transp 
complexes, such as the St. Lawrence S 
way on the US-Canadian border, the D; 
ube in Central Europe or the tri-state P 
of New York Authority. 

"Yes, but these [Northeast Asian] cot 
tries are hardly as cosy with one another 
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ASIA 2 


ORTHEAST 


otential partners weigh benefits of cooperation 
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Mark Clifford in Seoul, Louise do Rosario 
Tokyo and Lincoln Kaye in Peking 


With little love lost between 
the Tumen delta's riparian 
neighbours, it would be all 
too easy for over-ambitious 
| regional development plans 
founder on diplomatic obstacles. But 
IDP consultant Aage Holm is not wor- 
d. On the contrary, he boasts, "we've 
me up with engineering solutions to dip- 
natic problems." 
The scheme offers plenty to wrangle 
er: where to put each of the 11 special- 
d ports it calls for; whether to build the 
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ernational airport in North Korea or at 
» Sino-Russian border; whether or not to 
ild the last 200 km of railway to link up 
anchuria and eastern Mongolia; whether 
è riparian countries’ free trade zones 
yuld be separate, contiguous or merged 
der some sort of supranational adminis- 
tive authority; and, sorting out bonding, 
rrency settlements and transshipment 
hts. 
Then, there is the question of what to 
about Hunchun, China's easternmost 
int along the Tumen River. Just as an 
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Hunchun into an “inland port” to trans- 
ship rail and truck cargo to and from 
specialised coastal harbours in Russia and 
North Korea. But, such an elaborate trans- 
shipment hub would only make sense if 
the Tumen development scheme includes 
a Eurasian “land bridge” component. 

The Hunchun “solution” typifies the 
agglomerative approach that regional de- 
velopment advocates favour to get around 
thorny issues. The more potential problems 
in the project are aired, the more they open 
themselves to solutions, they hope. That 
way, enough bargaining chips can be gene- 
rated and enough trade-offs brokered to 
offer something to all parties. And, by its 
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nature, the Tumen scheme has more than 
its share of built-in complexities to go 
around. 

Ambitious port expansion plans, 
whether they be for Russia's Vladivostok 
or North Korea's Rajin, are hard to justify 
without a hinterland of the size and diver- 
sity that only China can confer. On the 
other hand, without access to international 
markets and inputs, it makes little sense to 
re-structure Northeast China for export-ori- 
ented light manufacturing or to greatly in- 
tensify the extractive industries of Siberia 
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Yet, for the three riparian countries — 
North Korea, China and Russia — tempta- 
tions are high to “go it alone." UNDP ex 
perts, on their exploratory visit to the 
Tumen delta, were constantly questionec 
by local officials about the feasibility of go 
ing ahead with the project without the par 
ticipation of one or another of the neigh: 
bouring countries, Holm reports. 

So far, newly demilitarised Vladivostok 
and the existing Trans-Siberian rail net 
work offer by far the most viable transpor 
facilities on the Japan Sea coast of main 
land Northeast Asia. In considering th« 
Tumen proposals, Russia may yet b« 
weighing the trade-off between lost mo 
nopoly leverage and attracting more in: 
vestment and trade to its Far East. 

Peking, too, has doubts about giving uj 
regional leverage in exchange for sharec 
benefits. "Consider that China is sur 
rounded on all its borders by countrie: 
poorer than itself,” notes an Asian diplo 
mat. “Remarkable, and somehow attrac 
tive, for a country this poor. Peking is in nc 
rush to create a prosperous Greater Koree 
on its doorstep, or to loosen its strangle 
hold on Mongolia's access to the sea." 

Domestically, established interests in 
China's Pacific coast ports militate agains 
the project. Shanghai, Tianjin and Daliar 
pack far more political clout at the centr« 
than does Yanbian. 

Even Jilin planning officials portray the 
development of an export-oriented ligh 
manufacturing sector as tangential to thei) 
main industrial concern — how to revive 
the moribund public enterprises that stil 
dominate the province’s economy. Theii 
ambivalence reflects top-level economic 
policy debates in Peking. The current five 
year plan makes no mention of Tumen. 

“Of course, if somebody wants to hanc 
us a free feasibility study, we're happy tc 
have a look,” says a Peking bureaucrat 
“But China has a lot of engineering project: 
in queue and a lot of would-be free trade 
zones.” 

No such embarrassment of riches af 
flicts neighbouring North Korea, where the 
planned Tumen development represents 4 
first cautious bid to open to the outside 
world after decades of autarkic misman 
agement. South Korean officials and West 
ern diplomats believe the project by now 
has the firm endorsement of President Kin 
Il Sung, 79, as well as his son and desig 
nated successor, Kim Jong Il. 

Their hope is to set up a special eco 
nomic zone on the pattern of southern) 
China — where hath Kims have hee 





ceed with Tumen, according to South Ko- 
rea's Assistant Economic Planning Minis- 
ter Kim In Ho, who led Seoul's delegation 
to the UNDP-sponsored October meeting on 
the project in Pyongyang. 

"They want to follow the Chinese 
model. They are in a very difficult posi- 
tion." Seoul is eager to help, though “it is 
not yet time for us to allow direct invest- 
ment" in the North, Kim In Ho says, and 
progress will depend upon defusing issues 
like Pyongyang's nuclear development 
programme. 

At the October conference, according to 
diplomats who debriefed one of the third 
country teams, South Koreans played the 
conciliators every time the Pyongyang 
delegates threw a sulk. Kim In Ho admits, 
"we are very interested [in Tumen deve- 
lopment] . . . for political as well as eco- 
nomic reasons." 

Yet, too lively a show of political inter- 
est by Seoul could be the surest way to 
scare North Korea back into its shell. Curi- 
ously, Peking itself seems inclined to play 
upon these fears, judging from a recent 
Xinhua newsagency dispatch. 

Datelined Pyongyang and circulated in 
an "eyes only" news sheet for cadres at or 
above the level of bureau chief, the article 
nevertheless represents by far the best 
news coverage on the programme to date 
and the closest thing yet to an official cen- 
tral government pronouncement on 
Tumen development. 

The dispatch warns that South Korea 
"consistently seeks to use economic coope- 
ration and communications to force open 
[North Korea's] door, infiltrate and hasten 
internal change." It declares Northeast Asia 
to be so "laden with strategic interests" that 
"any form of economic cooperation will 
carry political overtones." 

Equally cautious, though more discreet, 
is Japan. Sumio Kuribayashi of Tokyo In- 
ternational University explains that it 
would be "unwise" for Japan to move 
ahead of the three riparian countries be- 
cause of the "sensitive historical back- 
ground." Any major outlays for Tumen, 
Kuribayashi predicts, will come in the next 
package of yen loans for China, rather than 
multilaterally. 

Tokyo's suspicions have been further 
aroused by the heavy involvement of 
such "US proxies" as the UN, the East 
West Centre and the Seoul regime, adds a 
Japanese Sinologist in Peking. But West- 
erners dabbling in Northeast Asian re- 
gional development could find themselves 


NORTHEAST ASIA 


Progress retarded by political turbulence 


Casualty of history 


By Lincoln Kaye in Changchun 


Where China’s last emperor 

once reigned (1931-45) as 

titular head of the Japanese 

puppet state of Manchukuo, 

his Victorian greystone pa- 
lace here now houses a grim display of co- 
lonial memorabilia: leg irons and whips 
used on conscript labourers, plus blown- 
up photos of wharves and railyards piled 
high with plundered Chinese timber and 
grain. 

But the museum bookshop sells quite a 
different version of the story: Development 
of Manchuria, a two-volume set by 
nearly 70 Japanese scholars, some of 
whom had a direct hand in the ad- 
ministration of the enclave. The com- 
pendium spells out in painstaking 
detail a surprisingly modern regional 
development strategy. 

Some of the tenets sound like they 
could have been lifted straight out of 
this year’s UNDP consultative mission 
report on the Tumen development 
project — the complementarity of the 
economies around the Japan Sea; the 
stress on transport and infrastruc- 
ture; industry’s leading role in plan- 
ning; and the need for “disinter- 
ested” technocratic oversight. 

The authors of the Manchukuo 
book pride themselves on a breadth 
of economic vision unusual for colo- 
nial administrations — a far cry from 
the do-nothing stewardship of their 
tsarist Russian predecessors in Man- 
churia. To this day, according to a 
Japanese Sinologist in Peking, the 
Manchurian railroad's “research 
wing” is regarded as “the ancestor of all 
Japanese think-tanks” and the prototype 
for the sort of state-led economic manage- 
ment that has built many of Asia’s post- 
war economic miracles. 

Well into the 18th century, Manchuria 
was so wild and empty that the early Qing 
emperors reserved it as a sort of game 
park. The first settlers were poachers and 
squatters from Korea, according to a Jilin 


concentrated here because, ever since 

European land grabs in the wake of 

Taiping Rebellion, Liaoning has been M 
churia's only coastline. 

It was not always so. Before 1858, Q 
rule extended well into what is now Si 
ria, and China was a Japan Sea littoral st; 
But, with the Treaty of Aihun, China 4 
forced to cede to Russia the entire Siber 
coast, including the last 15 km of 
Tumen River. But, China retained navi 
tion rights down the Tumen to the sea. ] 
river port of Hunchun, on the trilateral E 
der, became the Qing administrative c 
tre of the district and the chief customs : 





Tumen River: bridging the past. 


tion for China's eastern marches. 
Hunchun's trade came overland, as w 
as by water. From 1886 onwards, Chin 
and Russian traders could move fre 
across the border — a traffic that was sl 
down only in 1911, when the tsars p 
claimed the Vladivostok area a closed m 
tary reserve. River trade, though, went 
booming. The port stayed open until 19 
when Japan lost a battle to the Soviets a 
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xkades and the Korean War made the 
imen question moot. By the 1960s, the 
Yo-Soviet split had closed off negotiating 
annels and the turmoil of the Cultural 
volution pre-empted trade. 

By the open-door era of the 1980s, the 
imen delta had been a dead letter for so 
1g that the question of maritime access 
is virtually forgotten. Chen Cai, a pro- 
isor at Northeast Normal University, re- 
lls a sense of pioneering discovery when, 
1984, he came upon the original Sino- 
issian treaty language in his researches. 
By then, coastal enclaves from Hainan 
Tianjin were thriving under the Dengist 
orms. With access to the Japan Sea, Chen 
plains, Jilin and the northeast could re- 
in coastal status. In 1988, Tumen nego- 
tions were officially re-opened and in 
91, Chinese navigation rights were re- 
red, thanks to improved Sino-Soviet re- 
ions. 

Other international changes also helped 
se the stakes for Tumen development. 
e two Koreas are at last on speaking 
ms, Peking, disinclined to sustain a bas- 
t case client indefinitely, is pressing 


The Russians 
e back 


A few half-buried foun- 
dation slabs are all that 
is left of the docks at 
Hunchun, the onc 
river port that is China's 
—— point on the Tumen River. 
yy, young men play billiards on 
oe oor tables — evidently the most 
pop lar form of entertainment in town. 
' only reminder of Hunchun's impe- 
glory as the Qing Dynasty capital of 
Yanbian, the district of Jilin province 
nearest to the Japan Sea, is a boulder 
insa in 1888 with the Chinese cha- 
racters for "dragon" and "tiger" by then 
oreig “4 — — 















oastal Manchuria. It did not work: the 
tsars went on to push their sphere of 
infl uence as far as Port Arthur (now 
Dalian) before being rolled back by the 
even more acquisitive Japanese. 
E ‘Nowadays, the — are back in 


Pyongyang to "reform and open up" eco- 
nomically, on the Chinese model. 

The Soviet Far East — its strategic im- 
portance diminished and its umbilical link 
to Moscow now pinched — is left to seek 
new trade partners in the post-Cold War 
world. And landlocked Mongolia, freshly 
freed from total dependence on Moscow, 
seeks shorter and more diversified trans- 
port links. 

The idea of a Tumen-centred Northeast 
Asian block first surfaced in academic pa- 
pers at the East West Centre in Hawaii and 
gathered momentum in a series of regional 
conferences held in Changchun. Then the 
UNDP picked up the initiative. 

But formidable obstacles remain. As 
East West Centre researcher Mark Valen- 
cia notes, the project is dogged by a sort of 
Catch 22: "The region cannot have trade 
benefits without industrial capital, and can- 
not have industrial capital without having 
the infrastructure in place." Unless 
supranational lenders like the World Bank 
or the Asia Development Bank start the 
ball rolling, Tumen delta development 
could stay stymied. " 


Yanji, the capital of Yanbian district, 
boasts a higher concentration of cars — 
mostly creaky Soviet-made Lada sedans 
— than Peking. 

Hunchun, too, is gearing up for a far 
bigger share of the action. Until Novem- 
ber, the town was closed to foreigners. 
Now, a new road has been built to the 
Soviet border, and work gangs are lay- 
ing a new railway, due to open in Sep- 
tember 1992. Hunchun has also lately 

lugged into the world with a new 
6,000-line digital phone exchange linked 
by microwave. 

The smokestacks and cooling towers 
of the new 200-MW thermal power 
plant — Phase I of a planned. total ca- 
pacity of 1,400 MW — dwarf the 
thatched roofs of Korean-style farm cot- 
tages. But multi-storey apartment 
blocks are already under construction. 

Korean-consciousness is on the rise 
among Yanbian Koreans. On a week- 
day evening, a neon cross glows on the 
steeple and three pot-belly stoves blaze 
cheerfully in the tabernacle of a Protes- 
tant church in downtown Yanji. Scores 
of teenagers pack the modest hall — 
largely to enjoy the grand, rhythmic ca- — 
dences of the young. preacher's- igh- 
toned “Seoul-style” Korean rhetoric, a 


. 







SINGAPORE 


Gumboat 
diplomacy 


s US President George Bush pre 
A pared to head for Singapore on the 

second leg of an Asia-Pacific tow 
which has the avowed intention of open 
ing up markets for US products, one o 
Washington's most reliable allies in Asia 
put a ban on the sale and import of one o 
the most successful American products — 
chewing gum. 

Under a Singapore Government ruling, 
sellers of chewing gum are liable for a fine 
of up to $$2,000 (US$1,600), while import 
ers face a fine of S$10,000, a jail term of uf 
to one year or both, for the first offence 
Second time offenders face a fine o 
5$20,000 or a jail term of up to two years o! 
both. 

Luckily for confirmed addicts, posses 
sion of a few sticks for persona 
consumption will not be considered an of 
fence — but anyone trying to sneak a few 
dozen sticks past the Singapore custom: 
will have them confiscated. 

Singapore is imposing the ban fo 
aesthetic reasons and to stop vandal: 
gumming up the doors of the ultr. 
clean Mass Rapid Transit (MRT) system 
not to make life difficult for the US 
Even so the ban will hurt US manufac 
turers, particularly Wrigleys, which ha: 
the lion's share of the S$8 million loca 
market. 

Another group of potential sufferer 
are US servicemen — some 200 of whon 
are to be moved permanently from the 
soon-to-be-closed US base at Subic Bay 
in the Philippines to Singapore under 4 
new agreement. Concerned sources say 
they hope US navy personne! will be giver 
permission to chew gum while maintain 
ing their vigil for democracy. Bush’s beefy 
gum-chewing bodyguards apparently tool 
the problem in their stride, despite the ris] 
of being caught with illegal supplies dur 
ing the presidential visit. 

The government is deadly serious abou 
the chewing gum menace. In announcinj 
the ban on 30 December, the Environmen 
Ministry noted that gum-sealed doors ha 
caused severe disruptions to the MRT ser 
vice in July and August last year. The au 
thorities also say chewed gum is some 





THE 5TH COLUMN 


The Turkestan card 


he signing in September 1991 of 

the long-awaited Soviet-US dec- 

laration on Afghanistan, which 

set a 1 January deadline for end- 
ing arms deliveries to the opposing sides, 
forced the Afghan groups to take certain 
military and political decisions. It obliged 
the mujahideen guerillas to make a choice 
between peaceful and violent methods of 
achieving power, and without doubt en- 
couraged splits among the different 
groups, as the moderate wing became 
more active. 

Such a breakthrough only became pos- 
sible after 21 August, when Russia's tri- 
umphant democrats began to change the 
face of the former Soviet empire. The Rus- 
sian republic's Foreign Minister, Andrei 
Kozyrev, proclaimed one week after the 
coup attempt that the only obstacle to a 
settlement was Soviet support for the "ex- 
tremists" led by Afghan President Na- 
jibullah. 

Kozyrev's argument was that the re- 
moval of Najibullah's group from power 
would create the pre-conditions for a 
weakening of the extremist wing in the 
mujahideen camp. An agreement among 
all moderate groups would then become 
possible and the civil war in Afghanistan 
would come to an end. 

The November visit to Moscow by a 
mujahideen delegation led by Burha- 
nuddin Rabbani gave the Russian diplo- 
mats a chance to test their formula. But in 
the weeks since Kozyrev made his pre- 
scription for the Afghan problem, the situ- 
ation has changed. In Moscow, the balance 
of force between supporters and opponents 
of continued aid to Kabul has shifted in 
favour of the opponents. 

The victory of Russia's democrats has 
also given new spirit to the mujahideen in 
their armed struggle against Najibullah's 
government. They have sharply increased 
their political and military pressure. In 
mid-September it was revealed that Saudi 
Arabia was beginning to supply the muja- 
hideen with weapons left behind in Kuwait 
by the fleeing lraqi troops. They are 
said to have already received 300 tanks, 


By Ruslan Budrin 


talks made a sensational departure from 
earlier Soviet positions. It made no men- 
tion of the UN peace plan to form a transi- 
tional government, but called for the crea- 
tion of a "transitional Islamic government" 
in Kabul. 


Rabbani himself said on his return 
to Pakistan that the results of the 
Moscow negotiations exceeded all 


expectations. But several days later, he 
explained that in spite of the continuing 
dialogue with Moscow, the mujahideen 
would continue their armed struggle in 
Afghanistan until the 
full liquidation of the 
Kabul regime's power 
structure. 

How will this turn 
out for the many city 
dwellers who have been 
drawn into the conflict 
on Kabul's side? There 
are many possible 
answers. 

But it seems that it is 
already too late for the 
Russian foreign minis- 
ter's simple prescription 
for a settlement. The 
prediction of a Moscow 
journalist who recently 
returned from Afghan- 
istan is that if a political 
solution to the conflict is 
not found before spring, 
then, when the snows 
melt, the crucial battle 
for Kabul will probably 
take place. 

Others, such as Yury 
Gankovsky who heads 
the Department of 
Afghan Studies at 
Moscow's Institute of 
Oriental Studies, are not 
so pessimistic about the 
fate of Najibullah's regime. Gankovsky be- 
lieves that if Najibullah is not obstructed, 
he may hold on long enough to form a 
moderate coalition government. In Gan- 
kovsky's opinion, however, the con- 





settlement 


bul, Mazar-i-Sharif in Balkh provir 
Herat, Kandahar and Jalalabad — all 
main in the hands of the central gove 
ment. But the overall picture does not 
vour the Kabul regime, as it did follow 
its victory at Jalalabad. 

In many regions, the central gove 
ment is continuing to transform itself i 
a traditional, autonomous force, wh 
relies on the local authorities for 
gitimacy. At the same time, the balance 
power has been fundamentally changec 
recent months by the fighters of 
strongest field cc 
mander, Ahmad Sh 
Masud, a Tajik. TI 
now hold most of 
ghanistan's north: 
provinces, including 
mountainous region 
Badakshan, along the 
viet border. 

The mountain hi; 
way from  Hairal 
to Kabul, which gi 
through territory ci 
trolled by Masud, 
functioning without 
terruption. Only oc 
sionally do his men s 
trucks loaded with fl 
or military supplies 2 
seize them as a form 
tribute. 

An alliance w 
Masud would me 
sense for Najibullah a 
way to defeat the cc 
mon enemy: fundam 
talists Gulbuddin H 
matyar, Yunus Kha 
and Abdul Rab Ra 
Sayaf. 

After all, Masu 
fighters now control 
northern region of 
country, which is becoming increasin 
important for the survival of Najibulla 
government. Moreover, they have alree 
established regular contacts w 
Tajikistan, across the former Soviet bor¢ 






in power, the old idea of an indepen- | 
Xt Turkestan — a state which would | 
nprise what is now northern Afghanis- 
r and southern Central Asia — could be 
iseful one. It has its supporters on both 
es of the border. 

The Afghan Tajiks and Turkic peoples 
‘historically anti-Pushtun. Long years of 
erlordship by Pushtuns, settled in the 
rth by different Kabul governments, 
ve fed this enmity. 

And the Pushtuns, the largest ethnic 
oup in Afghanistan, have, as a result of 
' large-scale emigration to Pakistan dur- 
+ the war, become less predominant 





thin the country; Pushtun speakers far | 
tnumber other ethnic groups among the | 


nillion-strong nan emigrant com- 
mity: 

Tt is not difficult to. see that in the con- 
t of the separatist and nationalist ten- 
acies which threaten to turn Afghanistan 
o another Lebanon, the anti-Pushtun 
od of the. Khazaris, Uzbeks, Tajiks, 








rkmens and other smaller groups could 3 
: Jast October, and launched a new initiative 
^on the environment. 








sea grave ‘danger. 
he fact that non-Pushtuns form. the 
: a within the ——— 


ny non-Pushtuns have stayed in the 
ntry. and fought in the bands of local 
d commanders. One manifestation of 
: anti-Pushtun feeling is the irreconcil- 
le struggle between Masud's and 
kmatyar's forces, which in the north has 
en on the character of a national libera- 
n struggle. 

It cannot be excluded that in the future, 
the process of self-determination for the 
zhan people, the formation of an “Is- 
aic Republic of Kunar” or a "Northern 
shtunistan" might be followed by a "Re- 
blic of Northern Afghanistan." 

The Tajiks of Tajikistan also have their 
n Afghan problem. When Tajikistan 
s formed by the Soviets in 1924, the 
iks were angered by the allotment of 
^ ancient cities 









tes number between 3 and 7 million, 


nained on the other shore of the Amu | 
^Y | would react negatively to such a per- 
manent deployment beyond the rotating 
presence of US fighter aircraft and the sta- 






-in Afghanistan. 


1 several other towns along the north- 
t- border as its own. With the coming 
sis, the pull of a common homeland may 


: 'ajikistan. considers Kunduz, Faizabad | 





of Bokhara and | 
narkand to Uzbekistan. But they also | 
v an injustice in the fact that a large por- | 
n of their people, who by various esti- | 





yw. stronger. But so far Islamic forces | 
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Security heads Bush's Singapore agenda 


Permanent. presence 


By Michael Vatikiotis i in n Kuala Lumpur 


aced with concerns that the US 
Fs from its Philippine bases 

would create a power vacuum in 
Southeast Asia, President George Bush 
visited Singapore on 3-5 January armed 
with new initiatives aimed at reassuring 
US allies in the region that Washington still 
has a commitment to their security and 
prosperity. 

Within the first full dày e his 38-hour 
visit Bush had reached agreement with 
Singapore on enhancing the US military 
presence there, solemnised the lifting of the 
trade embargo on Cambodia announced 


Security was high on the agenda. Sin- 


| gapore has spearheaded concern about 
| Washington's reduced security commit- 


ment to the region in the wake of the move 
out of the Philippines. Of the six Asean 
nations, Singapore has also proved the 
most willing to play host to redeployed US 
forces in the region. 

However, it is not yet clear what mili- 
tary significance should be attached to the 
"naval logistics facility" the two govern- 
ments have agreed in principle to relocate 
from Subic Bay in the Philippines to Sin- 
gapore. 

US officials said that the function of the 
unit, “Command Task Force 73 [CTF 73],” 
is to "arrange port calls and other details 


for supply ships.” One US official said: “It 


is in no way a fighting unit; it is a supply 
office." Some independent defence analysts 
speculate that CTF 73, comprising around 
200 naval personnel led by Rear-Adm. Paul 
Toban of the 7th Fleet, may be a key com- 
mand responsible for coordinating warship 
deployments in the Pacific region. 

The announcement raised the possibi- 
lity that Singapore's Asean neighbours 


tioning of 95 US military personnel in the 
republic agreed in November 1990. But 
Singapore was careful to couch the agree- 


exceed the November 1990 agreement with 
the US on the stationing of US forces ir 
Singapore. 

In Jakarta, where resistance to foreigr 
bases is most entrenched, Indonesian For- 
eign Minister Ali Alatas said he was wait- 
ing for an explanation from Singapore over 
the new agreement. But reflecting con 
cerns, a senior politician remarked that the 
move "actually contravenes Asean's Zone 
of Peace, Freedom and Neutrality princi- 
ple." In the Philippines, Foreign Minister 
Raul Manglapus welcomed the new 
deployment as a move towards the burden 
sharing of regional security Manila sup- 
ports. 

Having cemented cooperation with 
Singapore as what one US official termed 

“part of a network of basing facilities 
around the Pacific,” Bush broadened his 
agenda to embrace key thrusts of US policy 
towards the region. In what US officials 
felt was a well-received address, Bush 
stated that the closure of bases in the Phi- 
lippines “will not spell the end of Ameri- 
can engagement.” The president said he 
was pleased that Asean and the US are 
working to “craft new and flexible ar- 
rangements to ensure the common de- 
fence.” 

On trade, Bush sought to reassure the 
region of his administration’s commitment 
to free trade, expressing support for twc 
regional initiatives, the Asia Pacific Eco- 
nomic Cooperation forum and the Aseari 
Free Trade Area. Washington is also keen 
to follow up on a bilateral trade agreement 
with Singapore by proposing a bilateral 
investment treaty — a model observers say 
Washington hopes other Asean countries 
will emulate. 

The president signalled further progress 
— but no final step — towards normalising 
relations with Indochina, by announcing 
the lifting of a 17-year-old trade embargc 


on Cambodia. He also spoke of "entertain- 


ing realistic hopes of building lasting ties 
of interest and affection with Indochina." 
Bush played down the issue of pro- 
moting human rights and democracy, aim- 
ing no specific criticism at Asean and ar- 





ASEAN 31 


Trade and security issues will dominate summit 


Time for decisions 





By Michael Vatikiotis in Kuala Lumpur 
The fourth Asean summit in 
Singapore at the end of Janu- 
ary offers a chance for the six 
member countries to trans- 


form the regional association from a com- 
fortable club of convenience into an effec- 
tive framework for the articulation of com- 
mon economic and security concerns. To 
achieve this Asean must put together the 
nuts and bolts of active cooperation instead 
of mouthing common principles, analysts 
say. 

Whether the heads of government from 
Brunei, Indonesia, Malaysia, the Philip- 
pines, Singapore and Thailand agree to this 
transformation when they 
gather on 27 January de- 
pends on their willingness 
to take two steps. First, 
they must begin forging 
Asean into à common 
market by creating an 
Asean free trade area. Sec- 
ond, they will have to bury 
their misgivings and set up 
a concrete framework for 
the discussion of regional 
security issues. 

Singaporean Foreign 
Ministry officials are confi- 
dent both these measures 
will be adopted at the 
summit, and are hopeful 
the six leaders will do 
more than just meet in a 
ceremonial sense. 

The third summit, held 
in Manila in December 
1987, was marred by the 
initial reluctance of Asean 
leaders to attend because 
of the threat of a coup attempt against 
President Corazon Aquino. When the six 
leaders eventually arrived in Manila, some 
were disappointed by the brevity of the 
occasion and the absence of substantive 
discussions at the executive level. 

To prev ent this from happening i in Sin- 


A« an EC ~ ala 





rare, Rowena ds - — 


chinery,” said a Singaporean Foreign Min- 
istry official. 

If all goes well, at least three concrete 
measures will be taken. Following the rec- 
ommendations of Asean economic minis- 
ters, who met in Kuala Lumpur last Octo- 
ber, a framework agreement on economic 
cooperation and the Asean Free Trade 
Area (Afta) will be signed into existence. 
Implementation of Afta will be set within 
an initial five-to-eight-year timetable. 

Although Afta has been accepted in 
principle by all Asean countries, it seems 
likely that some will insist on a staggered 
timetable for implementation and generous 
loopholes in tariff reduction to accommo- 
date special interests. Indonesian economic 





Security: future US military role in region drives growing uncertainty. 


officials are already queasy about the tariff 
cuts Afta implies. Because of this, a bal- 
ance will have to be struck at the summit 
to ensure that Asean's commitment to es- 
tablish Afta is not diluted by too much 
flexibility over the terms. 

On the security front, Singapore. will ta- 
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cerns within Asean over the past two ye 
It was also, to some extent, a reaction 
pressure on Asean from Canada, Austr; 
and Japan to think more multilater; 
about defence. 

Initially, Asean resisted the notion « 
multilateral approach to regional secur 
citing a common preference to conduct 
fence relations on a bilateral basis. Th 
was also strong opposition to the idea fr 
the US, which claimed there was no n« 
to redefine the existing security framew: 
in which Washington saw itself playing 
leading role. 

But the past six months have altered 
picture. The US began its pullout fr 
bases in the Philippines much earlier tl 
expected, intensifying c 
cerns in the region abs 
the weakening of its + 
fence commitment to | 
region. “It is clear tl 
Singapore is concern 
about the downside pr 
pects of declining US co 
mitment to the regio! 
said a Singapore-bas 
Western diplomat. 

An Indonesian anal 
concurs, adding Chin 
diplomatic overtures to | 
region, the break-up of | 
Soviet Union and unc 
tainty about the US-Jap 
relationship to the list 
issues which merit urgi 
discussion in a broader 
rum on regional securit 

Some see the fluid 
ternational situation i 
pinging on the region a 
good excuse to hold . 
adopting a multilate: 
approach. But equally, argues C. P. 
Luhulima, an Indonesian specialist on f 
eign affairs, it also provides more comp 
ling reasons for Asean to reassess its à 
proach to regional security. 

This line of reasoning appears to ha 
prevailed. Increasingly, Asean officials s 
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th hosted conferences on regional secu- 
z in the course of last year, are likely to 
‘ee. Indonesia is sticking firmly to the 
sition that the existing Zone of Peace, 
'edom and Neutrality principle contin- 
s to apply to the current situation. 
mmenting on the Singapore proposal, a 
tior Foreign Ministry official in Jakarta 
Jared: "We would not be agreeable to 
s kind of idea.” 
Yet it is significant that Singapore has 
en the initiative to moot a multilateral 
urity dialogue. Although Singapore has 
üntained a low profile during Asean 
liberations over the past year, it has been 
ywing steadily more concerned about 
' changing balance of forces affecting the 
rion. 
Specifically, Singapore is worried about 
' deteriorating US-Japan relationship. In 
‘ecent speech, Singapore’s ambassador 
large, Tommy Koh, cited the disappear- 
ce of the Soviet Union as a common 
my, the alarming economic imbalance 
ween the two countries and arguments 
er burden sharing in the security sphere 
reasons why the US-Japan relationship 
in trouble. In the same speech, Koh ar- 
ed that Asean should help this impor- 
it relationship "by helping to develop 
yperative arrangements both in the eco- 
mic and security realms." 
Quite possibly Singapore envisages an 
ian-Pacific equivalent of the Conference 
Security and Cooperation in Europe. 
h argues that such a security forum 
ght comprise Asean, the US, Japan, 
ina, Russia, India and other Asia-Pacific 
antries. The thinking is to proceed on a 
p-by-step basis, beginning with an ex- 
ided Asean PMC. 
Regional analysts believe only a for- 
ila stressing the ad hoc and informal 
ture of a security forum within Asean 
ll survive the official and ministerial 
rel pre-summit discussions. Such a 
mpromise will satisfy those in Asean 
10 want security issues discussed more 
enly, and those who wish to preserve 
> impression that the Asean PMC has al- 
tys been a forum in which security issues 
‘re discussed. 
Aware of the sensitivities, Singapore 
s briefed the US and other regional pow- 
; on its ideas well ahead of the summit. 
ialysts say this is to avoid any initial 
gative reaction which would scuttle the 
oposal. 
In the final analysis, the summit will be 
ippling with a dilemma which has long 
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Mayor leaders differ on style, agenda 
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The hope is that the fourth 

Asean summit will amount 
Y V to more than just a ceremo- 

nial meeting of the six heads 
of government. But the chances of a work- 
ing summit, involving an exchange of 
views at such a high level, depend very 
much on the personal relationships among 
Asean leaders. 

Twenty-five years ago, when Asean 
was established, the chemistry among the 
leaders involved was very different from 
today. The countries faced similar prob- 
lems and challenges; their leaders shared a 
sense of regional solidarity born of the 
struggle against imperial powers, and a 
new struggle against the onslaught of 





Suharto and Mahathir: vying for attention. 


communism. Today, an element of compe- 
tition can be detected as each Asean coun- 
try vies to attract foreign investment. Eco- 
nomic success has injected a measure of 
confidence into foreign policy, and diver- 
gent interests now threaten the hallowed 
consensus among Asean states. 

Thailand is following a strong impulse 
to focus on its hinterland of Indochina and 
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Crux of the matter 


vance beyond the familiar expressions of 
common principles and an intention to 
pursue them. New global realities have 
made it imperative for Asean to act as a 
unit, following the trend towards trans- 
nationalism. 

The make-or-break character of this 
summit will exert considerable pressure on 
the six heads of government to cooperate, 
but, arguably, the composition of the par- 
ticipants militates against this. At least two 
of the Asean leaders are pre-occupied with 
more pressing domestic issues. Thailand's 
articulate Prime Minister Anand Pan- 
yarachun faces an election in March. A 
Bangkok-based diplomat said Thailand 
was in any case too pre-occupied with do- 
mestic affairs to pay much attention 
to Asean. President Corazon 
Aquino of the Philippines is likely 
to bow out later in the year. Singa- 
pore's Prime Minister Goh Chok 
Tong has just emerged from an un- 
settling election period himself. 

This leaves two figures who are 
likely to attract the most attention: 
Indonesia's President Suharto and 
Malaysia's Prime Minister Datuk 
Seri Mahathir Mohamad. Both have 
recently embarked on moves to ex- 
pand their foreign-policy horizons, 
a bid for international statemanship 
which has set them at odds with 
one another. 

Suharto emerged from his do- 
mestic cocoon shortly after his fifth 
re-election in 1988. Senior Indone- 
sian Foreign Ministry officials say 
that Suharto, who made infrequent 
overseas trips until 1989, was much 
encouraged by his reception at à 
Belgrade meeting of the Non- 
Aligned Movement in September 1989. In 
the same year, he made a path-breaking 
trip to Moscow and began thawing a more 
than 20-year freeze on relations with China 

Aided by his new foreign minister, Ali 
Alatas, Suharto moved to restore Indone- 
sia’s former prominence in the Non- 
Aligned Movement (NAM), gaining its 
chairmanship in 1991. Suharto has in- 
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s of the global South — was aimed at 
onalising the cumbersome Group of 77, 
| giving nations of the developing world 
iore cohesive voice. 

[n some respects, an Asian diplomat in 
ia Lumpur argues, Malaysia is well- 
ced to play a coordinating role of this 
d. Malaysia's identification with the 
slim world, membership of the Com- 
nwealth and the NAM, and proficiency 
inglish provide access to a wider range 
‘ontacts. 

To this list of advantages might be 
led the character of the prime minister. 
hathir is described by his supporters as 
an of deeply held convictions; his de- 
‘tors say his rhetoric is too acerbic. 
Some Asian observers, whilst agreeing 
h some of his anti-Western sentiments, 
i the rather Western way in which they 
expressed a little rough for their liking. 
e area where Mahathir's tough talk has 
been received warmly is Indonesia, and 
i is what worries diplomats in the re- 
n in the run-up to the summit. 
[Indonesian diplomats say that Ma- 
hir's combative style irritates Suharto, 
ose approach to the broader issues af- 
ing the developing world is more con- 
itory. A recent seminar on the NAM in 
arta confirmed that Indonesia favoured 
;e cooperation with the global North as 
»osed to confrontation. "Malaysia will 
overruled by Suharto on this point," 
i an Indonesian observer. 





The problem appears to boil down to 
the simple question: who leads Asean? Ar- 
guably, the question is irrelevant in the 
Asean context. The association is steeped 
in the sanctity of deliberation and consen- 
sus. But this obscures a subtle yet distinct 
pecking order. Indonesia has always con- 
sidered its membership in Asean a demon- 
stration of self-imposed containment, re- 
gional analysts say. In re- 
turn, recognition — if not 
of Indonesia's pre-emi- 
nence, then at least of its 
right to be consulted and 
have an important say — 
was more or less implicit. 

For much of the past 
two decades, Indonesia 
was pre-occupied with do- 
mestic problems, allowing 
Asean initiatives on such 
issues as Cambodia and 
economic cooperation to 
be shepherded by other 
member countries. A 
more assertive approach 
emerged with Jakarta's 
stewardship of the initial 
stages of the Cambodian peace process. 
Jakarta became quite irritated when other 
Asean partners came up with their own 
ideas and initiatives. 

A similar measure of irritation in Jakarta 
greeted Malaysia's proposal for an East 
Asian Economic Grouping (EAEG) in De- 





Anand: on the periphery. 


cember 1990, Indonesian Foreign Ministry 
officials have since pointed to Malaysia's 
failure to consult Jakarta before proposing 
EAEG as the principal reason for its nega- 
tive reception. Yet, while some Asean offi- 
cials have criticised Malaysia for insisting 
on having the proposal adopted, there is 
also discomfort with Indonesia's "Big Bro- 
ther" approach to undermining the idea. 

The hope is that anti- 
$ pathy between Mahathir 
2 and Suharto, bred by the 
clash of styles and the 
EAEG affair, will not col- 
our the summit. Malaysian 
sources, though, say Ma- 
hathir will be expecting 
endorsement at the highest 
level for the refined East 
Asia Economic Caucus 
(EAEC) which emerged last 
October. 

One view is that both 
leaders will subsume their 
apparent differences on the 
wider international stage 
in the interests of regional 
solidarity. That said, if 
EAEC is not a focus of controversy, it might 
well mean the idea is on its way to be- 
coming another Asean principle, like the 
Zone of Peace, Freedom and Neutrality or 
the Southeast Asian Nuclear Free Zone: 
upheld and defended but not progressing 
much further. m Michael Vatikiotis 
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new position may have to be adopted by Asean. 


A similar cocktail of collective indecision combined with 


If Asean is to play a more dynamic role in the 
Asia-Pacific region, it must be prepared to adopt 


Unite and act 
common positions on global issues and go out to 


) i K bat for them. But as recent events suggest, all too 


often the Asean position is either fractured by internal differ- 
ences, or is the product of a defensive reaction. 

On issues like the environment, human rights and regional 
security, Asean is little more than the sum of its parts. Even 
attempts to forge an East Asian economic grouping fell victim 
as much to internal quibbling about its form than to external 
opposition to its existence. 

Western pressure on Asean to criticise the military regime 
in Burma is a good example of an issue that demanded a 
common stand. Initially Asean's reaction was to close ranks 
and declare the non-interference in the affairs of neighbouring 
countries as an inviolable principle. Hurriedly, the six foreign 
ministers cobbled together the notion of "positive engagement" 
to explain how Asean intended to deal with Burma. But, says 
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the pursuit of national interests colours Asean's current stance 
towards Cambodia. Collectively Asean takes the view that the 
peace process is now under way and there is nothing more for 
Asean to do. Yet, Thailand is paying close attention to the 
situation on the ground, helping in reconstruction and plan- 
ning investment. More importantly, there is no common 
thinking on what to do if the peace process goes awry. 

Asean's ad hoc approach to Burma is partly a reaction to 
Western pressure to adjust its thinking to Western norms and 
values, analysts say. Specifically, Asean sees itself being bullied 
into conforming to a universal definition of human rights and 
democracy. Addressing this issue recently, US Secretary of 
State James Baker said: “We must foster the trend towards 
democratisation so as to deepen the shared values that will 
reinforce a sense of community, enhance economic vitality and 
minimise p for dictatorial adventure." Asean officials 
reject the notion of "shared values", and resent the implication 
that because of their own approach to human rights, they could 
become subject to sanctions. 

The EC maintains that trade and aid must be linked to 
human rights, and as the reaction to the Indonesian army's 
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Traveller s Tales 


bitterly cold December night in 

Oslo may seem an incongruous 

setting for an event with its ori- 

gins in Southeast Asia. But on 10 
December more than 200 Burmese — ac- 
companied by 10 times that many Nor- 
wegians — marched in a torchlight proces- 
sion along the central Karl Johann Avenue 
in the Norwegian capital. Santa Clauses, 
decorated fir trees and stuffed reindeer 
adorned the shops along the route of the 
march and the Burmese — seemingly ob- 
livious of their unusual surroundings — 
shouted pro-democracy slogans in their 
native language. 

The euphoria among the Burmese was 
understandable. They had flown in from 
Germany, Britain and the US to take 
part in the festivities surrounding 
the 1991 Nobel Peace Prize which 
was awarded to Burma's detained 
opposition leader, Aung San Suu 
Kyi. Many were long-time exiles 
while others were students and 
other young people who had re- 
cently left Burma. 

Earlier that day, Alexander Aris, 
Aung San Suu Kyi's eldest son, had 
received the prize on behalf of his 
mother. "Today, every Burmese can 
hold his head a little higher," the 18- 
year-old Alexander had said in his 
impressive speech at the ceremony 
in Oslo's City Hall. And so they did. 

At the head of the procession 
marched Norway's Prime Minister 
Gro Harlem Brundtland, side by side with 
Peter Limnim, foreign minister of the Na- 
tional Coalition Government of the Union 
of Burma (NCGUB), made up of MPs 
elected in May 1990 but denied power by 
the military junta in Rangoon. The moment 
marked the closest Burma's jungle-based, 
parallel government has ever got to official 
recognition, while the following day the 
Norwegian Government announced it 
would provide US$390,000 to the NCGUB. 

Diplomats from a number of Western 
and Asian countries also joined the proces- 
sion. Conspicuous by their absence, how- 
ever, were representatives from the six 
Asean member states. "Maybe they are too 


was the first country to rush in arms and 
ammunition to the SLORC shortly after it 
assumed power on 18 September 1988. 
Two months later, the then acting su- 
preme commander of Thailand's armed 
forces, Gen. Chaovalit Yongchaiyuth, went 
to Rangoon as the first foreign dignitary to 
visit Burma after the massacres of demon- 
strators in August and September 1988. 
Chaovalit returned with lucrative, un- 
precedented logging and fishing deals for 
a number of Thai companies. The SLORC, 
for its part, earned some badly needed 
foreign exchange. Coincidently or not, a 
reception centre for Burmese dissidents 
was set up in Thailand shortly afterwards 
and hundreds of pro-democracy activists 





Norway's prime minister leads Oslo march. 


who had fled in the wake of the killings 
were returned to Rangoon, supposedly 
"voluntarily." It is doubtful whether the 
then fledgling SLORC would have survived 
its first difficult months in power without 
this crucial backing from two important 
members of Asean. 
“If the Asean countries want to take ad- 
vantage of our plight and make a quick 
buck in Burma, why don’t they say exactly 
that? It would be so much more honest 
than trying to hide under the cloak of ‘this 
is the Asian way of doing things’ — as if 
we were not Asians,” a Burmese remarked. 
It was hard to blame the Burmese for 
being disappointed with Asean on such a 


ter ploy” served the purpose of deflec 
international criticism of Bangkok's « 
troversial dealings with the SLORC; no 
ters have been exchanged between A 
San Suu Kyi and her family since July 1 
and she remains incommunicado. 

That December night I vividly rem 
bered my days in Rangoon more than 
years before. It was my impression 
Aung San Suu Kyi herself would h 
been honoured by the Peace Prize — 
also that she would be far too sensibl 
approve of the deification she has E 
subjected to during her long house ar 
in Rangoon. After all, her active polil 
life lasted just under a year from her 
appearance outside the Shwe Dagon 
goda on 26 August 1988 until 
was placed under house arrest 
20 July 1989. 

There is a widely held fee 
among many Burma watchers | 
time is running out for Rangos 
military leadership and there se 
to be little doubt that Aung San! 
Kyi will one day emerge as the « 
sen leader of her country. But t 
what? How is an honest, Oxf 
educated intellectual going to « 
with, for example, corruption wil 
her ministries? How is she goin, 
tackle Burma’s rampant inflat 
and a possible food crisis when 
economy is really opened up to f 
market forces? Separatist tenden 
among Burma’s many ethnic 
norities? 

But I could not help feeling that the: 
the SLORC passes into history will be 
beginning, not the end, of Burma's m 
problems. I could only agree with a c 
ment Aung San Suu Kyi made in A 
1989: “I pity the one who has to be« 
the prime minister of a free Burma." 
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Staff Astrologer adds: TRAVELLER'S TALES 
ary of 1992 in our recent Double Issue 
supposed to be full of unserious pre 
tions. But a week before Singapore's 
nounced its ban on chewing gum, 

April forecasts included: “Singapore Pr 
Minister Goh Chok Tong calls snap € 
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CHINA 


uths set out for Beidahuang in search of utopia 


*ating bitterness 





Matei Mihalca in Boston, Massachusetts 
UN hinese call it Beidahuang, or the 
great northern wilderness. This 
desolate wasteland was China's 
Siberia, a place of misery and la- 
ir camps and death. It also was the place 
alistic "educated youths" set out for 
ing the Cultural Revolution to build a 
v, socialist China. For many in what has 
ie to be known as the 
dahuang generation, 
r time in the unforgiv- 
wastes of Heilongjiang 
wince has now been 
isformed into a bitter- 
‘et symbol. 
Now in their 40s, many 
dahuang alumni say 
y look back with a 
aplicated mixture of 
talgia and pain to the 
rs when the Great 
msman Mao Zedong 
1 them in thrall. They 
Beidahuang has come 
represent the idealism 
ped from today’s 
na. Some have turned 
ir time there into a 
end of courage and 
le acts: a cast of mind 
Czech novelist and 
zi holocaust survivor 
1 Klima has described 
he "unexpected merits 
'ppression." 
Che Beidahuang generation is a self- 
claimed distinction forged through 
mon hardships and memory. Those 
» think of themselves as "the children 
Jeidahuang" often speak of having re- 
ed a sense of idealism and social re- 
nsibility. They evoke their time in 
lahuang almost as a way of offering a 
ralistic critique of contemporary Chi- 
e society. "Back then people were not 
id of 'eating bitterness' or sacrifice," 
s one alumnus. "This spirit is lacking 
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rich black soil makes it one of the most 
fertile regions in China, and it is constantly 
trumpeted in communist propaganda as 
the "Great Northern Granary." 

In the mid-1950s, clusters of state farms 
were scattered around Beidahuang by de- 
mobilised soldiers claiming the virgin land. 
Before long, the soldiers were replaced by 
alleged Rightists, Nationalist officers and 
criminals sent there to "remould" them- 
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Painting of ‘educated youths’ building a new China. 
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selves. They included Ding Ling, arguably 
China's most famous female writer, and 
the novelist Chen Ruiqing, who lived to 
write about the overcrowded train car- 
riages and the gripping fear that consumed 
those taken there in 1957. Beidahuang's 
penal colonies became "prisons for count- 
less wronged souls,” the poet Tang Qi 
wrote, where “the suffering was great, very 
great, but there were no sighs, no groans.” 

In late 1968, however, 
the Beidahuang farms 
started receiving new in- 
habitants in the form of 
urban “educated youths” 
just out of high school. In 
fact, over 450,000 of them. 
As the Cultural Revolution 
spun into chaos and the 
Red Guards began to out- 
live their political useful- 
ness, Mao issued a decree 
sending many young peo- 
ple to newly established 
“military farms” around 
the country. It was a way 
of solving growing unem- 
ployment of young people 
in the cities, and it was a 
way of enlisting cheap la- 
bour. Those who arrived 
on Beidahuang’s “Produc- 
tion and Construction 
Corps” came mainly from 
Peking, Tianjin, Shanghai 
and Hangzhou. 

“There were only tents when we 
arrived,” says one “educated youth” from 
Peking. “In the first three years there was 
never enough grain to eat.” These young 
people from the city could not coax much 
of a yield from the newly turned soil. They 
built humble shelters and endured long 
winters without heat. They herded cattle 
and raised ducks. And they joined huge 
work teams building roads and railways 
across the wilderness. A musician re- 
members Beidahuang for giving him 
arthritis that never leaves him. Others 
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good and for ill. It took almost a decade for 
many Beidahuang alumni's faith in Mao- 
ism to be shaken. 

But like Chen, there is something of 
Beidahuang many survivors miss. They 
seem to resent today's communist leader- 
ship for abandoning utopia, as well as be- 
moaning the Western-style consumer ma- 
terialism on the rise in China. 

In recent years the Beidahuang alumni 
have become organised, drawn together by 
what some describe as the most important 
experience of their lives. On 21 April 1989, 
for example, a small announcement ap- 
peared in the People's Daily. "Beidahuang 
Comrades in Arms, Where Are You?" it 
read, asking those who "had given the 
springs of their lives to this piece of black 
land" to come together again. 

The answers to the appeal, later pub- 
lished in book form, reveal that many of 
them are upwardly mobile officials in key 
positions in the party and state hierarchy, 
and some have become outspoken writers 
and artists. If anything, the book — ac- 
companied by a collection of reminiscences 
— has strengthened their view of them- 
selves as "children of Beidahuang.” 

The thick volume containing 15,000 
names and addresses of Beidahuang 
"educated youths" was published in 1990 
as a limited edition for restricted circula- 
tion. The impressive list ranges from 
deputy heads of departments in the central 
government and top officials in the Com- 
munist Youth League or the Central Party 
School down to company managers. One 
is a member of the Chinese delegation at 
the UN, while others are influential intel- 
lectuals or outspoken scholars. 

Beyond the bureaucracy, some of their 
generation's leading writers and artists are 
among the children of Beidahuang. One 
is the controversial Liang Xiaosheng, 
whose novel about the Northeast, On this 
Magic Piece of Land, won the 1982 National 
Best Short Novel Competition. 

Another prominent writer associated 
with the great northern wilderness is the 
prolific novelist, Zhang Kangkang. She was 
born in Hangzhou in 1951, and at the age 
19 arrived in Beidahuang; it was to become 
the terrain from which she drew inspira- 
tion as a writer. Zhang's 1975 novel The 
Dividing Line came under attack after the 
Cultural Revolution for displaying “leftist” 
tendencies. 

The interest of literary critics in the ec- 
lectic "Beidahuang literary group" is just 
one sign of the lingering fascination with 
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Water puppet theatre has a pool for a stage 


Showboat to Hanoi 


By Murray Hiebert in Hanoi 


he firecrackers start to sizzle and 

pop as soon as the lights dim. With 

a great splash, two brightly col- 
oured dragon puppets pop out of the wa- 
ter and another performance begins. This 
is Hanoi's Water Puppet Theatre and for 
the next hour, with a pool of water as their 
stage, dozens of puppets cavort above the 
shimmering surface choreographed by 
hidden puppetmasters who hover below, 
immersed in the pool. 

Audiences still flock to see these rau- 
cous plays depicting scenes of peasants 
planting rice, catching fish or protecting 
their ducks from a prowling fox, which 
defiantly scampers up a tree after captur- 
ing his prey. The audience howls with de- 
light as a fisherman misses 
his catch and plops a basket 
onto the head of an unsus- 
pecting colleague passing in 
a boat. This water puppet 
theatre in Hanoi may well be 
the longest-running theatrical 
performance in Asia. 

The puppets, some of 
which stand half-a-metre tall, 
are painted in bright colours 
and constructed from a spe- 
cial light wood which can re- 
sist constant exposure to wa- 
ter. They are manipulated 
under the water with long 
bamboo poles by puppeteers 
who stand in a metre of wa- 
ter behind a bamboo curtain 
in a red-tiled building, symbolising an an- 
cient village communal house. These days 
the puppeteers wear rubber diving suits, 
but in the past they fought off the cold of 
Hanoi's harsh winters by drinking "uoc 
mam, fermented fish sauce. 

For a sense of drama during battle 
scenes or dragon dances, firecrackers ex- 
plode out of the water, spewing smoke and 
churning up the surface of the water. Viet- 
namese folk opera singers — accompanied 
by traditional instruments such as the 
bamboo flute, bronze drum, stone gong 
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"His goal was to bring a smile to the f. 
of children," says Dang Anh Nga, dep 
director of the theatre. Weekly perfor 
ances have continued ever since, except 
interruptions in the late 1960s and ea 
1970s when Hanoi was emptied to esci 
US bombs. 

Water puppetry is a folk art unique 
northern Vietnam. Historians say V 
namese peasants began performing wé 
puppet shows more than 800 years é 
during festivals celebrating the end of 
spring rice harvest. A stele erected in 1 
at a pagoda south of Hanoi depicts a we 
puppet performance for a monarch of 
Ly dynasty, which unified different pris 
palities of northern Vietnam after nea 
1,000 years of Chinese rule. 

Art in Vietnam has been made to se 





Puppets cavort above, while puppetmasters hover below 


politics time and again over the past fe 
decades — first by the party seeking 
build popular support for socialism and 
war against the US, and then by art 
critical of the party’s post-war bung} 
and its corrupt officials. But the content 
water puppetry has remained largely a 
litical. Nga attributes this to the fact t 
the puppets are only able to depict a v 
simple story line, which leaves much to 
imagination of the audience. 

In the past 10 years, the water pup 
troupe has performed in France, Italy, 


1 


kfurt 


Charles Barker GmbH. Fran 





VA, 


S 





a 


Ed 


Tuy 


Nh SN 


N 






TS 





A 





| 


X 
uM 
ny 

NN 


UNS 








AN 


— 
au AU 





W 


The F.A.Z. Economic Indicator 
Changes in % in the previous 
12 months 
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The F.A.Z. Economic Indicator: 
Index Curves: 
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The Six Components of the F.A.Z. 
Economic Indicator 


L 
2. 
3. 


4. 
5. 


6. 


F.A.Z. Share Index 
F.A.Z. Bond Yield Index 


Recruitment advertising in 
F.A.Z. 


(M1) Money supply 


Domestic and foreign orders, 
manufacturing industry 


Import prices for raw materials 


On the Pulse of 
the German Economy 


The F.A.Z. Economic Indicator 

Frankfurter Allgemeine Zeitung provides Germany's mainstream of top 
decision-makers with unmatched coverage of political, economic and 
financial developments — so vital in planning for the future. And F.A.Z. is 
a reliable source of an array of other services they need to make both 
business and investment decisions profitably. For example, the F.A.Z. 
Economic Indicator. 


Monthly Summary of Key Data 

Published monthly since 1989, the F.A.Z. Economic Indicator is recog- 
nized as an essential reference for understanding and forecasting changes 
in the German economy. A review of previous years — as far back as 1975 — 
reveals that the method of calculation used to compile the Indicator 
correctly predicted industrial production. And pointed to major changes 
well before they occurred. 


The F.A.Z. Economic Indicator is derived from six statistical components 
which themselves predict economic cycles and serve as important indi- 
cators of the economy. 


F.A.Z. Indices - Monitoring the German Economy 

The F.A.Z. Economic Indicator is just one of the many decision-making 
tools made available by Germany's leading daily and business newspaper. 
Others include the renowned F.A.Z. Share Index as well as the F.A.Z. 
Bond Yield Index. 
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Ty brother, my enemy 





e Origins of the Korean War Vol. 2: The 
aring of the Cataract 1947-50 hy Bruce 
mings. Princeton University Press, 
inceton. US$99.50. 


A decade ago, Bruce Cumings opened 
new chapter in Korean War studies by 
guing that this horrible conflict was 
ove all a civil war. Liberation and the 
vergence of Separate Regimes told how 
»rean rightwing leaders, faced with a day 
reckoning, skilfully solicited US support 
suppress social movements bent on 
rging and expropriating all those who 
d collaborated with the Japanese. 

By linking the partition of Korea to class 
nflict, rather than viewing the division 
a product of Cold War rivalry, Cumings 
insformed the context of thinking about 
e causes of the war. 

The Roaring of the Cataract is on a 
ander scale and narrated in 
freer, more indignant voice 
an the first volume. 
amings self-consciously 
rites for the ages, though 
s ironic asides may irritate 
ose who like their facts 
ispiced. 

Origins is a work of me- 
"ulous research, however, 
id even those who scoff at 
e author's revisionist com- 
entary will acknowledge 
amings’ reliability as an ex- 
vator of events. Readers 
versed in the literature of 
is period may be non- 
ussed by the surfeit of de- 
il in the 775-page text, with 
s panorama of characters 
at rivals War and Peace. 

The book is a self-con- 
ined work made up of three parts and a 
ng epilogue. Part I analyses the splits 
ithin the American establishment that 
taped US policy in the Far East and the 
ecision to intervene in Korea. Contain- 
ent strategists around Dean Acheson are 
town groping to avoid World War II 
midst struggles between New Deal inter- 
ationalists and the rollback jingoism es- 
»used by MacArthur, the McCarthyites 
ad the China Lobby. 
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Chinese infantry enter Seoul. 


rean armoured columns crossed the 38th 
parallel. 

When it comes time (on page 619) to 
decide who started the Korean War, 
Cumings demurs, insisting that this is the 
wrong question. Instead he offers three 
“mosaics”: the North launched a premedi- 
tated and unprovoked invasion; the South 
launched an unprovoked attack; the South 
goaded the North into attacking with a 
strategy of provocation. 

Cumings dismisses the North Korean 
allegation that the South invaded the 
North, but rejects as "unproved" the con- 
ventional account of a surprise assault by 
the North. His preferred hypothesis is that 
a provocation from the South was seized 
upon by Kim as an excuse to attack, though 
it is suggested that rank-and-file soldiers 
believed themselves to be on training ma- 
noeuvres until the last moment. 





Cumings makes a strong case that Ko- 
rean leaders on both sides were convinced 
in June 1950 or earlier that war was the 
only way to reunify the nation. A key 
conclusion is that the war was not an in- 
ternational conflict but a "civil and revo- 
lutionary war, a people's war," that had 
been going on intermittently since 1946. 

The war was rooted in class-polarised 
civil turmoil that both contributed to 
and was aggravated by the partition. 


nal for Kim to launch an assault. Mao may 
have been anxious to communise Korea to 
eliminate a likely KMT springboard to the 
mainland. Cumings indicates that just such 
plans, with air support based on Cheju Is- 
land for a joint KMT-South Korean expedi- 
tionary force, were being laid. 

On the Soviet side, Stalin's embarrass- 
ment after he discounted Mao's chances 
to defeat Chiang Kai-shek may have 
prompted him to test his daring with sup- 
port for the Korean invasion. Whether Sta- 
lin only acquiesced to Kim's trip-wire in- 
vasion plans, as Cumings believes, or ac- 
tively but cautiously cooperated in a well- 
orchestrated attack — while maintaining 
plausible deniability — may yet be re- 
vealed. 

Cumings covers the fighting of 1950 ir 
the epilogue, underscoring his thesis thal 
understanding the war depends more or 
grasping how vectors of force developec 
between 1945 and 1950 than on mapping 
the fractile geometry of strike anc 
counterstrike on the battlefield. 

The atrocities on all sides tolled by 
Cumings remind us that the Korean Wai 
was as ruthless as any reli 
gious war, a Manichean cru: 
sade between the "fre 
world” and “red” infidels 
The new dark age of tota 
war added nuclear brinks 
manship to the routine use o 
napalm and other technolo 
gies of mass destructio1 
against urban centres. US 
aircraft conducted simulate 
nuclear bombing runs or 
North Korea, a mode of ter 
ror not easy to square wit! 
the ideals of the UN unde 
whose flag the crusade wa 
waged. 

The full significance of thi 
Korean War is only nov 
dawning. The shift to mas 
sive re-armament unde 
Truman led to the imperia 
presidency and the national security stat 
in the US. In Japan, Cumings recalls tha 
Premier Yoshida spoke of the Korean Wa 
as “a gift from the gods.” As war ap 
proached, US policy on the Japanese ecor 
omy made a quick about-face. Industr 
was built up and the attempt to break u 
the zaibatsu was suspended. 

The revisionist's stock in trade is scept 
cism, but when Cumings invokes Niets 
sche to reduce truth to interpretation, hi 








Go East, man 


Autumn "stole like a thief" while "some- 
imes it rained, but when it did, it truly 
soured,” leaving "the air thick with elegy.” 
Whatever Iyer managed to learn: from 
Zen and his affair with a local housewife 
n Kyoto soon gets lost in the hailstorm of 
liches that make up his second book. Self- 
*alisation is a tough subject to hang 388 
ages on in any circumstances, but Iyer 
:utdoes himself. He has actually managed 
o top Carlos Castenada in the business of 
rivialising spirituality. | — 


In some respects, Iyer does have his fin- 
jer on the pulse of our time (as he might 
»ut it). He set out to find “the private Ja- 
^an, and the emotional Japan — the lunar 


apan, in a sense that I had found in the 
vems of women and monks,” a theme - 
licely in tune with the back-to-basics 1990s. 


le takes a small room in the old imperial 
apital, spends a lot of time reading poetry 
ind ruminating on the beauty of the tem- 
les and gardens. He gathers a coterie of 
riends and acquaintances who serve as 
juides to his spiritual awakening. 

lyers central relationship is with Sachi- 


©, a thirtyish housewife who adores the 


Norwegian pop group a-ha while adher- 
ng to “the quaint Victorian notion of 
eminine accomplishments still held in Ja- 
'an." Sachiko dresses in kimonos one day, 
eg warmers the next, plays traditional 
nelodies on the koto and folk songs on the 
uitar, is a loving mother and a mixed-up 
emptress. Iyer adores her and his adora- 
ion, in part, leads to the ruination of her 
tatic world as a salaryman's wife. 

lyer occasionally pens a vignette that 
alls the reader something about Japan. In 
ne incident, lyer struggles to translate the 
arrowing tale of an Argentine torture 
ictim into English from Spanish — a lan- 
uage he barely knows — while surround- 
d by a salon full of well-meaning Japanese 
urghers. Because he looks vaguely latin 
- Iyer is of Indian descent — they auto- 
iatically assumed he was a reliable inter- 
»cutor. 


_ Lady and the Monk. m Jonathan Friedland 





Sylvester Stallone tell us much more than 
that the author is well-schooled and goes 
to the cinema often? 

Iyer observes: "The Japanese looked on 
foreigners, I sometimes thought, with the 
same awestruck condescension that we 
might bring to heavy metal rock stars, 
secretly convinced that they are, at heart, 
somewhat vulgar and barbarous, yet un- 
deniably seduced by the fact that they be- 
long to a semimythic world of money, 
fame and glamour .. . We look down our 
noses at Jon Bon Jovi, but invited to meet 
him, we jump at the chance." 

lyer's conversations with Sachiko also 
fall flat. Here she recounts her experience 
at a rock concert: “I very, very excited. All 
day I cannot eat. Stomach big problem. 
‘Heart cannot control. Very beautiful day.” 
It is difficult transcribing broken English, 
but it is equally difficult reading it. Sub- 
stance is easily replaced by affectation. And 
in the end there is little substance in The 





he World Trading System at Risk 
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mist Lester Thurow declared that Gatt was 
dead. It is now time to go one further. Free 
trade is dead. That is the only conclusion 
we can draw from Jagdish Bhagwati's ar- 
dent but ham-fisted attempt to defend free 
trade against the rising tide of US protec- 
tionism. It is a signal failure because Bhag- 
wati, a Columbia University professor, is 
regarded as free trade's chief standard- 
bearer in the academic world. 

The problem for Bhagwati and his 
cohorts is how to square mercantilist East 
Asia's uproarious success with their con- 
tention that trade barriers make everyone 
poorer. The facts of modern life are so dis- 
tressing to many free traders that they cop 
out completely by winding the clock back 
a couple of centuries. Thus The Economist 
recently presented the free trade case in 
terms of two notional medieval principali- 
ties, Flatland and Utopia, which produc 
wine and cheese respectively. 

Bhagwati spares us the time travel 
gambit, but contrives nonetheless to switch 
gears by discussing the Far East problem 
in terms of race relations rather than eco- 


E stereotypes? Leaving nothing to the iy 





agination, Bhagwati recites a vile lit: 
1930s ditty: | 

. How courteous is the Japanese; ~ 
. He always says, "Excuse it, please." 

He climbs into his neighbour's garde 

And smiles, and says, "I beg pardon. 

He bows and grins a friendly grin, 

And calls his hungry family in; 

He grins and bows a friendly bow; 

"50 sorry, this my garden now." 

Bhagwati concludes: "In returning us 
the old and fearful stereotypes, these ‘rev 
sionists’ are actually regressionists, who 
prejudicial ‘findings’ against Japan shou 
produce only a sense of deja vu and d 
spair among us.” 

Regressionists? He seems to be tab 
ing about his peers Rudy Dornsbusc 
Peter Drucker and Paul Krugman, as we 
as a few card-carrying Japan revisionis 
but nowhere does he point to any opp: 
nent whose rhetoric is remotely as cor 
bustible as his own. The best he can do: 
to quote the revisionist scholar Chalme 
Johnson using the word “predatory” aboi 
some of corporate Japan's export higi 
jinks. ic 

If Johnson's point is that Japan Inc.- 
more efficient at scoffing other people 
lunches than big business elsewhere, the 
there are many disgruntled guests at th 
feast to testify to it. The question is nx 
whether Japanese competition is especial 
fierce — even mighty IBM is quaking — bi 
why. Japan's cartel/keiretsu matrix dow 
seem to be a more successful mode of it 
ternational competition than the atomist 
Western corporate model and, unlik 
Bhagwati, Johnson can claim to have stuc 
ied the question. 

Bhagwati quotes at length from Jame 
Fallows, Washington editor of The Atlanti 
taking issue with Fallows’ account of ho 
Japan's Ministry of Finance (MOF) applied 
strict upper limit to the number of foreig: 
securities firms allowed into the Toky 
Stock Exchange in the mid-1980s. Bhagwa 
suggests that the idea of the upper lim 
came from the US and British government 
—- à cockeyed reinvention of reality contr? 
dicted by, among other things, the MOF' 
own press release. E 

Nowhere does Bhagwati get down t 
the real issue — that mercantilism work: 
if you wall off your economy to import: 
consumer goods while concentrating you 
industrial firepower on exporting, it is- 
mathematical certainty that your countr 
will have a high savines rate. And savings 
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hai officials aim to establish finance hub 


Banking on Bangkok 








' Paul Handley in Bangkok 
hailand's central bank is studying 
ambitious plans to establish Bang- 
kok as an international banking 
centre, mainly to service trade 
ith and investment in Indochina and 
irma. Some foreign bankers even suggest 
at Bangkok could eventually move be- 
md these niche markets and challenge "n 
e banking strongholds of Hongkong and epr 
?gapore. KORUNA jj 

According to Bank of Thailand (BOT) 
ivernor Vijit Supinit, the bank is mapping 
it "an appropriate regulatory environ- 
ent conducive to the establishment of an 
ternational banking centre." It is consi- 
ring tax incentives to make Bangkok 
ore attractive (corporate income taxes are 
rently 30%). The bank's deputy gover- 
y Ekkamol Kiriwat was recently named 
be in charge of a working group to draw ist. The entrepot roles of Hongkong and he stresses that Thailand would have . 
» detailed proposals, some of which may Singapore were the cornerstones of their "supplementary" role. No timetable fo 
' implemented before the end of the year. banking industries, he adds. this goal has been announced. 

The focus of the initiative is Thailand's The internal framework necessary to Such a development is important to th 
oss-border links with Vietnam, Cambo- establish Bangkok as a financial centre is — Thai financial sector, according to Vijit, ane 
a, Laos and Burma. Although Burma re- largely in place. Foreign-exchange controls will also help finance the country’s ows 
ains resolutely introspective, the gov- have been virtually eliminated in the past industrial development. He foresees loca 
nments of Indochina have begun to open three years. The rapid inward flow of banks participating in the offshore financie 
> their controlled economies. Demand for funds, especially from Hongkong, to ex- markets, and honing their competitivenes 
ipital in these countries is rocketing. ploit investment opportunities and high as they adopt the more advanced technc 
ambodia alone needs some US$900 mil- baht interest rates are testament to outside logy of foreign banks. 
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yn for reconstruction, according to a re- confidence in the financial system and the According to current BOT thinking, th 
mt estimate by World Bank officials. economy in general. Recently, too, Thai offshore market would not be entirely d: 

Vijit, in a written reply to questions banks have been allowed to offer foreign- — vorced from the domestic market, but th 
ibmitted by the REVIEW, said the main currency deposits to the public. line would be judiciously drawn betwee 
ason for upgrading Thailand's financial With a strong local base, some of Thai- the two. “The key issue then would be th 


ctor “is to provide facilities so that some — land's 15 commercial banks are building a appropriate levels of participation [in th 
‘ the intermediation of international capi- significant regional presence. The largest local market]," Vijit said. “[A] limit woul 
1... can be done in Bangkok.” He added: Thai banks have branch offices in Hong- have to be carefully worked out by cor 
The existing close political and economic kong, London, New York and other major  sidering its impact on the economy." 


es with the Indochinese countries should financial centres. Bangkok Bank is the big- Access to a large domestic market f 
ive Bangkok an advantage as a sub- gest bank in Southeast Asia (with assets of foreign banks would give Thailand an ac 
gional financial centre." Baht 602 billion as of September 1991) and vantage over other centres, said Vijit. Sis 

Thailand is the main foreign trading has long experience in regional banking. gapore, for instance, has protected the d« 
artner of Cambodia, Laos and Burma, as Fourteen foreign banks each have one — mestic business of Singapore banks b 


rell as having significant business links full branch in Thailand, and 52 banks have limiting foreign banks’ operations in tt 
nth Vietnam. Thai banks have recently representative offices. Most of these foreign — city state. 
stablished operations in Phnom Penh, Ho operations are responsible for serving Sceptics say BOT is overambitious: tł 





china. Nor can it claim a geographical ad- 
vantage in its links with Vietnam: Hong- 
kong and Singapore, which trans-ship 
most of Vietnam's trade, are just as close. 

But some bankers are positive about the 
idea. David Hendrix, the head of Citibank 
in Thailand, says that telecommunications 
difficulties will be virtually eliminated over 
the next three years. To circumvent com- 
munications problems, Thai banks are 
already conducting domestic business 
via satellite and dedicated digital 
groundlines. BOT and the commercial 
banks are developing an electronic pay- 
ments system, to be online in 1993. 

Vijit argues that BOT has al- 
ready made headway in re- 
forming the regulatory envi- 
ronment. Legislation is likely to 
be introduced into parliament 
in the next few months revising 
the commercial code and over- 
hauling the tax structure for the 
financial sector. To bridge the 
skills gap, many banks have 
stepped up their training pro- 
grammes for staff. 

But Hendrix points out that 
if Bangkok is to become a centre 
where deals are driven, rather 
than just play host to paper- 
shuffling operations, it needs to 
provide tax inducements to 
those arranging offshore loans. 
Also, says Hendrix, the legal 
system will need to be opened 
to more foreign lawyers to en- 





sure that documentation of loans meets the 


standard expected in the bigger financial 
centres. 

Vijit said: "To be competitive, with- 
holding tax on offshore loans [to non-resi- 
dents] would have to be fully exempted, 
similar to treatments being offered else- 
where, i.e. Singapore and Labuan [in Ma- 
laysia]." Vijit also suggested that banks will 
be allowed to engage more expatriate staff. 

The attitude of the authorities will be at 
least as important to offshore banks as the 
framework in which they operate. Tai- 
wan's plans for an international banking 
centre, says the Hongkong-based banking 


Financial centres compared 





— have failed so far to take off ! 
cause of a meddlesome government. 
Thailand, BOT could run into probley 
with the less progressive ministries ov 
such issues as tax incentives and work p 
mits for foreigners. 

But some Thai central bankers belie 
political and economic developments 
Hongkong and Singapore could work 
Bangkok's advantage. They suggest tk 
some of Hongkong's offshore banki: 
operations will be looking for a new ba 
before the territory is handed over to Chii 
in 1997. 

Singapore is one alternative for ban 
looking to relocate from Hor 
kong, though a limited labo 
pool means that operating coi 
are high. According to a forei; 
banker in Bangkok, the islai 
republic "is capricious in 
application of regulations 
Foreign institutions have be 
punished for infringing som 
times ambiguous rules, says t 
banker. 

BOT is regarded as a fa 
minded overseer of the ban 
ing sector, taking action or 
when rules and directives ha’ 
been flouted and prior war 
ings ignored. Also, adds: 
Western banker, “banking isf 
the most part information,” aj 
Bangkok is perceived as havis 
a greater flow of that comm 
dity than Singapore. 


DNORO ODNIH 
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F urniture firm unseated 


Wee Sang Shik, chairman of South Ko- 
rean-based Borneo International Furni- 
ture (BIF), wanted his company to be the 
Toyota of tables and chairs, producing 
stylish, inexpensive furniture for homes 
and offices around the globe. Those 
dreams, however, have just suffered a 
major setback. 

One of the few South Korean con- 
sumer-goods makers to strike a high 
profile abroad, BIF filed for court receiv- 
ership in late December. The bankruptcy 
procedure provides protection from 
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liquidity conditions and overly ambi- 
tious domestic and international expan- 
sion. 

Company officials refused to discuss 
BIF's difficulties. But its biggest problem 
is believed to be its Japanese subsidiary, 
set up in 1988, which reportedly was 
losing around US$1 million a month last 
year. 

Although BIF's stores in South Korea, 
Hongkong and Japan were open for 
business on 6 January, the bankruptcy 
filing is at the very least likely to result in 
a slimming-down of the company. An 
official at BIF's leading lender, Korea Ex- 
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culties in recruiting enough workers. : 
From a peak of US$190 million in 1989, 

total South Korean furniture exports. 
slid to an estimated US$149 million in 

1991. 

At the same time, domestic conditions 
were also deteriorating. Hoping to capi- 
talise on a domestic building boom, BIF 
and South Korea's two other leading 
furniture makers, Hyundai and 
Dongsuh, had more than doubled their 
capacity. But then the government de- | 
cided to stretch out its residential con- - 
struction programme. The loss of pro- 
jected income has left the furniture come.: 
panies struggling to repay their debts.  . 

BIF’s worldwide sales were flat in the - 
first half of 1991 (the latest period for 
which figures are available). Sales dur- - 
ing the period amounted to Won 61 bil- 


lion. Full-year turnover was Won 118 - 
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omputer firm Fujitsu faces its biggest challenge 


\ moment to seize 





r Bob Johnstone in Tokyo 


s the giants of the US computer in- 
A dustry stumble, how fares Japan's 

Fujitsu, the world's second-largest 
mputer maker? Is it laying off tens 
thousands of workers, like IBM, the 
o. 1 maker? Or losing tens of mil- 
ns of dollars, like Digital Equip- 
ent Corp. in third place? At the mo- 
ent, neither. But these are early 
tys in the revolution sweeping the 
mputer industry. 

Like its US rivals, Fujitsu is a ver- 
ally integrated computer company. 
nlike them, however, Fujitsu has 
'en sheltered by the relative 
'ength and backwardness of Japan's 
mputer market, in which the com- 
iny does 75% of its business. 

Now times are getting tough for 
ijitsu, too. Although the company's 
nsolidated sales grew by 23% to 
6 trillion (US$12.3 billion) in the six 
onths to the end of September 1991 
mpared with a year earlier, its re- 
irring profit slumped by 41% to ¥31 
Ilion. 

In the short term, falling profit can be 
cribed to the bursting of Japan's bubble 
onomy. In the long term, it is a sign that 
year-old Fujitsu is facing its biggest 
iallenge, because the computer industry 


is undergoing a rapid and fundamental 
change. 

Throughout its time as a computer 
maker, Fujitsu's principal engine of growth 
has been mainframe computers — "big 


Looking for new products. 
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iron” to the industry — running pro- 
prietary software. Mainframes today ac- 
count for around 30% of the company’s 
computer sales and probably a much larger 
chunk of its computer-derived profits. 


Big iron is now heading for the 


Downsizing and upspeeding 


Computing a la mode differs in several 
key respects from the traditional main- 
frame-based system. The first big differ- 
ence is that computers are getting smaller. 

Downsizing is the industry's buzz- 
word for the proliferation of smaller ma- 
chines like personal computers and 
workstations. “Downsizing hasn't started 
[in Japan] yet, but it will come," says Bill 
Gates, chairman of the giant US software 
firm, Microsoft. 

Gates reasons that, as a modern 
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Downsizing is largely a function of 
rapid advances in microchip technology. 
As chips get smaller, they also get faster 
— a tendency that should, by analogy, be 
called “upspeeding.” This is particularly 
true of a new category of microprocessor 
chip known as RISC, which stands for re- 
duced instruction set computing. 

RISC chips are simpler than their pre- 
decessors. Simplicity means that they run 
faster and their design cycles are shorter. 
In combination, RISC’s two virtues are im- 
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scrapheap. Increasingly sophisticated cus 
tomers are opting for smaller machines 
And instead of proprietary software, they 
are choosing off-the-peg solutions to thei: 
computing needs. 

To survive and to drive its growth is 
future, Fujitsu must learn to make differ 
ent kinds of computers and software. | 
must also learn to sell them around the 
world. “If we want to grow,” says Michi 
Naruto, a Fujitsu managing director, “we 
have to be a global company." 

Can Fujitsu meet the challenge? Mucl 
will depend on the company's ability t 
leverage its strengths: world-clas: 
manufacturing, an edge in key tech 
nologies and its newly constitute 
"loose federation" of internationa 
affiliates. 

But success will also depend or 
whether Fujitsu can overcome it 
weaknesses: arrogance, the lack of a 
coherent global strategy and a main 
frame-oriented attitude among it: 
senior management. 

For the moment, Fujitsu has some 
breathing space. Together with IBN 
Japan, it dominates the Japanese 
mainframe market with a share o 
25% (IBM Japan has 24%). In 199G 
this market was worth ¥2.3 trillion 
accounting for 49% of Japan's com 
puter market, compared with 295 
worldwide. 

Mainframes will not die out en 
tirely. There will continue to be some 
applications, such as banks’ on-line trans 
action processing, which can only be me 
by big iron’s brute force. This is especially 
true in Japan, where mainframe users typi 
cally pour more effort into creating ther 
own bespoke software than Western users 


works. The traditional paradigm was hi 
erarchical. Suppliant users had to queus 
for time on a central mainframe. The new 
horizontal scheme of things is known a 
distributed client-server computing. Here 
the boot is on the other foot. 

Clients are powerful desktop comput 
ers; servers are larger machines dedicatec 
to providing clients with resources. Thes: 
include access to data bases and storag: 
space for files. Typically, servers are lc 
cated close to clients, connecting to then 
via a local area network. They thus enabl 
highly decentralised — "distributed" — 
decision-making. 

Mainframers like to think that thei 


machinas will find a new role in such net 


who tend to rely on packages. They are not 
about to write off that effort in a hurry. 

And there are still a few juicy orders for 
big iron in the pipeline. One example is a 
Y600 billion contract to build for the Japan- 
ese post office a new on-line settlement 
system. Fujitsu reportedly won the largest 
slice of the deal. 

But mainframes are no longer going to 
grow much, even in Japan. By contrast, 
demand for personal computers, worksta- 
tions and larger machines known as serv- 
ers has been increasing by more than 20% 
a year. Most of these machines run soft- 
ware based on open, or non-proprietary, 
standards. 

Although personal computers have 
never been the firm's strong suit, Fujitsu 
should be well placed to win a segment of 
the burgeoning open-systems market. This 
favourable positioning, however, has not 
come about as a result of clever strategic 
thinking on Fujitsu's part. Rather, it is a 
by-product of a series of ad-hoc alliances 
and acquisitions that the company has 
made over the past few years. 

By good fortune, Fujitsu was the first 
company to manufacture a microprocessor 
called sPARC. Thanks to aggressive mis- 
sionary work on the part of its designer, 
Sun Microsystems, the leading US 
workstation maker, this chip has become 
the standard for what is called reduced in- 
struction set computing. The aim of this 
form of computing is to process informa- 
tion faster than other types of computing 
and thus save money. 

At the same time, Fujitsu has acquired 
significant or controlling interests in sev- 
eral U5 and European firms which have 
built — or are building — products based 
around SPARC. The most notable of these is 


needs no special air conditioners, power 
supply or other support equipment. 

Together with client-server networks, 
the third big change taking place in the 
computer industry is the move towards 
open systems. Although the definition 
varies from place to place, essentially an 
open system is one in which computers 
made by various makers can be con- 
nected to work together. 

To dyed-in-the-wool mainframers like 
IBM and Fujitsu, connectibility between 
different brands is anathema. Main- 
framers want to sell their customers "to- 
tal solutions." In other words, to ensure 
compatibility, customers have to buy 
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ICL, the British computer maker which 
Fujitsu acquired in late 1990, paying US$1.3 
billion for 80% of the equity. ICL is Eu- 
rope’s leading maker of server networks 
based on open systems. 

Fujitsu. therefore has a major opportu- 
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ers like the freedom of choice and much 
lower prices that open systems offer. 
Open systems typically run an operat- 
ing system — that is, the computer's inter- 
nal housekeeping software — called Unix. 
Although pioneered by AT&T of the US, 
Unix is no longer the property of a single 
company. Thus it cannot be used, as pro- 
prietary systems have been on main- 
frames, to bind users to a single vendor. 
The movement towards open systems 
based on Unix was initiated by the biggest 
computer user of them all, the US Govern- 
ment. During the latter half of the 1980s, it 
was enthusiastically adopted by other 
governments, most notably in Britain, 
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nity to beat the competition, thanks to i 
combination of, first, a head start in usi 
SPARC technology and, second, experier 
in open systems via ICL. An entire prodi 
line based on common hardware and sc 
ware would greatly reduce developm« 
costs. 

If the company were able to husba: 
its own resources, Fujitsu could not or 
maintain its top position in the Japane 
market, but also increase its share of coi 
puter markets around the world. "Fujit 
has a wonderful strategic opportuni 
staring it in the face, if it's smart enough 
take it,” Jardine Fleming analyst Ste 
Myers says. 

To assess whether Fujitsu will pull it « 
requires a fuller view of the firm's 30-ve 
involvement in computers. The first poi 
to note is that Fujitsu is big, and so suff 
from a lot of inertia. When it entered t 
computer industry, the company was 
US$64 million-a-year supplier of telepho 
equipment to monopoly Nippon Telegraj 
& Telephone. It is now a US$24 billion E 
hemoth. 

Computers represent 70% of Fujitst 
sales, with telecommunications syster 
(15%) and semiconductors (12%) accouy 
ing for most of the rest. Thus, Fujitsu 
more highly geared to computers than 
biggest rivals, NEC and Hitachi. 

Fujitsu owes its remarkable success as 
computer maker to several factors. One 
the continued and unstinting support of 
Japanese Government determined to pi 
vent IBM from dominating the country 
domestic computer market. Another is t 
rapid growth of the Japanese economy.. 

A third factor is Fujitsu's universally 2 
knowledged excellence as a manufactur 
of systems and components. While IBM h 


not been the same incentive in Japan. But 
open systems are coming, for a variety of 
reasons. | 
One is that Japanese returning from. 
overseas postings will spread the word 
about open systems and create demand. 
Another is that, with growing political. 
pressure on the Japanese Government to 
open its procurement to non-Japanese 
companies, it will be increasingly difficult. 
for the bureaucrats to justify buying Pro: 
prietary systems. Significantly, NT 
which in the past has had to open its pro- 
curement of telecommunications equi 
ment as the result of foreign pressure, 
already moving in the direction of op n 
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ople — most notably current chairman 
kuma Yamamoto and his mentor Toshio 
eda — have tended to come from a 
anufacturing background. 

Fujitsu's strength as a computer maker 

s long attracted orders from firms that 
nt top-quality equipment to which they 
n attach their own brand names (origi- 
lequipment manufacturing, or OEM). Its 
ills as a manufacturer were what caused 
o become interested in the SPARC chip. In 
85, the company's semiconductor divi- 
m — which, like the telecoms group, op- 
ates with a great deal of autonomy — 
as looking for chips to keep its factories 
isy. Sun Microsystems’ SPARC seemed 
e a promising candidate. 
It was not until several years later that 
ijitsu’s top management realised that, in 
ming up to manufacture the SPARC, the 
mpany had inadvertently gained itself a 
mpetitive edge as there is no better way 
understanding a technology than hav- 
g to build it. Yamamoto admits that at 
st he himself failed to notice SPARC. "Our 
p management doesn't always get full 
arks out of 100," he chuckles, “we make 
lot of mistakes, too." 

The acquisition of ICL also had its roots 
Fujitsu's expertise as a manufacturer. 
1e two firms got to know each other on 
e basis of 10 years’ worth of OEM con- 
acts. So, when in late 1990 IcL’s cash- 
'apped parent company, STC, had to find 
buyer for ICL in a hurry, Fujitsu was the 
tural first choice. 

‘Fujitsu's global alliance of companies 
is likewise come about passively, rather 
an as the result of any coherent strategy. 
Xather than our selecting partners," 
imamoto admits, “the more common 
ittern has been for potential partners to 
ek us out." The pattern was established 

1972, when Amdahl, a US maker of IBM- 
mpatible mainframes, asked Fujitsu to 
il it out of financial difficulties. 

Fujitsu forked out the cash in return for 
chnology and, ultimately, 44% of 
mdahl's equity. Twenty years later, his- 
ry repeated itself when Hal Systems — 
«e Amdahl, a company set up by a former 
M star designer — approached Fujitsu for 
sh in return for technology and 44% of 
; equity. 

- Today, both Hal and, to a lesser extent, 
mdahl, are developing computers based 
1 the SPARC chip. ICL is already selling an 
ray of mid-range SPARC-based servers. 
nd Fujitsu recently set up a global mar- 


MEN M o Vt eka. we 


— ^i CA orat A 


; been led by salesmen; Fujitsu’ S top 2 


s hots | 


Fujitsu’s executives had better beware. 
Right under their roses is startling evi- 
dence that the market has already be- 
gun to change. Diagonally across the 
street from Fujitsu's headquarters in 
central Tokyo is the main branch of Fuji 
Bank, one of Japan S largest financial 
institutions. There, in place of terminals 
hooked up to a mainframe, is a state-of- 
the-art distributed client-server net- 
work, 

The mainframe used to be the core 
of Fuji. Bank's information- manti inent 
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base query, then nave to ter rum- 
ig their fingers for the. remotely: lo- 





the bank unplugged the mainframe and 
replaced it with a distributed network 
consisting of large database servers, 
smaller “floor” servers: and qune 
computers on every desk... =. 

The key ingredient in. diie nt -server 
computing is the sophisticated comm: 
nications software that glues he indi- 

! vidual bits, and pieces. xf the ne 












Fujitsu's attention to SPARC. 

In Japan, Fujitsu is selling its own ver- 
sions of the ICL servers. It says it is close to 
signing contracts for these machines with 
several large customers, notably in the re- 
tail-distribution industry. 

At the same time, Fujitsu is pouring en- 
gineering resources into the development 
of open-systems software. It formed an 
open-systems group in June 1991. The 
group is headed by Takesi Maruyama, 
who is regarded by his peers as one of the 
smarter people in the computer business. 

And yet due to the firm’s continuing 
emphasis on mainframes with proprietary 
software, open-systems proponents within 
Fujitsu face an uphill task to convince their 
colleagues that open systems are indeed 
the way of the future. 

As Maruyama says: “Open systems 
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contract for the bank's new information 
system to US computer maker Hewlett 
Packard (Hr). 

The Silicon Valley-based multi- 
national used to be well known as a 
supplier of computers to the scientific 
and technical community. About six 
years ago, however, HP spent US$1 bil- 
lion re-inventing itself to exploit two 
market trends the company had identi- 
fied: the move to open systems and the 
growth of distributed client-server 
computing. 

HP was one of the first firms to base 
its entire product line on RISC chips, a 
strategy that others have since adopted. 
The company has also taken a leader- 
ship role in the Open Software Foun- 
dation, an international. standard-setting 


group. The résult is that HP is highly 


profitable at a time when most of its 
rivals have either seen a big fall in 
profits. or are losing money. 

Now HP is attempting to follow up 
its Japanese success using a strategy that 
must give Fujitsu pause for thought. 


According to Bill Bonin, director of 


open-systems i account development at 
HP, the company has transferred the 
salesman who: clinched. the Fuji Bank 
deal to the US to call on Japanese mul- 
tinationals based there. - 








a Bob Johnstone J 


complain that Unix, the standard open 
software operating system, still lacks som 
of the functions that business users need. 

"Fujitsu is like IBM,” says a software 
developer who knows the company well 
"They don't want to be in the Unix busi 
ness. They're going to be pushed into it 
even more slowly than IBM." Maruyanx 
concedes that the shift from proprietary t« 
open systems could take Fujitsu "five 
maybe 10 years." 

Nor is it likely that Fujitsu will attemp 
to bring ICL’s experience with open system: 
to bear in the Japanese market. "Fujitsu ha 
never been able to leverage foreign ex 
perience in Japan," comments one long 
time observer of the company. "No part c 
ICL will ever come here." Says anothei 
"There's nothing anybody can tell Fujitsu 
l've never known such an arrogant com 
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COMPANIES 2 


Fujitsu woke up late to PC trends 


Not different enough 


lient-server networks represent a 
ars growth opportunity for 

Fujitsu. Ten years ago, personal 
computers offered another such opportu- 
nity. But the company completely misread 
the PC market, as Tatsuzumi Furukawa, 
general manager of Fujitsu's personal-sys- 
tems group, admits. "Until recently, our 
way of thinking has been that personal 
computers were merely terminals for the 
[corporate] electronic data-processing sec- 
tion," he confesses. Although the company 
belatedly realised its mistake, it has never 
managed to catch up. 

In 1981, Fujitsu marketed its first per- 
sonal computer, dubbed the FM-8, shortly 
after the appearance of the IBM 
PC. The company then al- 
lowed its semiconductor divi- 
sion to choose the crucial 
component, the machine's 
microprocessor. The chip 
people, naturally enough, 
chose the part with the best 
performance — but neglected 
to ask whether there was any 
software available to run on 
it. There was not. To make 
matters worse, the company 
attempted to market the ma- 
chine through its mainframe- 
oriented sales channels. 

Meanwhile, rival NEC fig- 
ured out how to make and distribute PCs 
and, as a result, walked away with the 
market. In 1990, half of the 2.75 million pcs 
sold in Japan bore the NEC brand. Fujitsu 
trailed behind a distant second, with a 
share of less than 13%. 

This is an unhappy situation for a 
proud company in what has been, until 
recently, one of the fastest-growing 
segments of the computer industry. Today, 
however, competition in the increasingly 
commodity-like PC market is fierce. 

Big PC users such as Fuji Bank choose 
which machine to buy strictly on merit. 
Every six months, the bank holds a contest: 
the PC demonstrating the best cost per- 
formance wins the contract. Fuji Bank's 
current PC suppliers include Matsushita 


strategy based on differentiation. 

The first prong is multimedia. Two-and- 
a-half years ago, Fujitsu became the first 
company to market a personal computer 
which had a compact-disc drive as part of 
its standard equipment. FM-Towns, as the 
machine is known, is capable of handling 
audio and video as well as the conven- 
tional computer text and graphics. How- 
ever, the overpriced FM-Towns has been a 
commercial flop. 

The second prong is portability. Its em- 
bodiment is Fujitsu's FM-R Card, a laptop 
machine that weighs under 1 kg. With its 
fibre-reinforced plastic case, flat-packaged 
chips, card memory and low power con- 
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sumption, the machine is unquestionab 
triumph of hardware engineering. 

But it is a triumph which half a do 
other Japanese firms are capable of mal 
ing. Indeed, Toshiba has already done 
As a result, the company now boast 
share of the Japanese PC market that is a 
slightly smaller than Fujitsu's. Finally, 
all Fujitsu PCs, the FM-R Card is not « 
patible with the de facto PC standard 
Japan — NEC's 9800 Series — and so 
potential market is limited. 

The third prong is local-area netwi 
software, the glue which binds clusters 
desktop computers together. But Fuji 
has yet to demonstrate any special exp 
tise in this area, where US software fir 
like Microsoft and Novell are strong. 

Thus, it is not clear that Fujitsu's 
strategy is based on real strengths. In ad 
Hon, as Jardine Fleming analyst Stc 
Myers points out, the company has an a 
of real weakness in a key rC-differentiat 
component technology — liquid crys 
display screens (LCD). “The competitior 
already in high gear,” My 
says, "NEC is on the market 
day with PCs which have attr 
tive colour liquid crystal d 
plays." And Toshiba and Il 
Japan should have colour LC 
ready soon. 

By contrast, Fujitsu appears 
have overlooked the strate; 
significance of display tech 
logy until very late in the gar 
The company is still ditheri 
over whether to go into the L 
business, which translates as 4 
other opportunity lost. 

m Bob Johnsto 
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COMPANIES 3 


Attack to defend 


sallied forth into Asia, Fujitsu has 

been one of their most assiduous 

camp followers. In the martial language of 

lapanese business, this strategy is known 

as Defending the Outer Moat, the moat in 

question being that of the Imperial Palace 
in Tokvo. 

This means that the main reason for 

Fujitsu's interest in Asia was not primarily 

the indigenous business opportunities 


s the legions of Japanese industry 


“If we don't attack in the world, 1 
can't defend in Japan," says Iwao Shinda 
a general manager with responsibility | 
Asia in Fujitsu's International Compu 
Systems Business Group. In Thailand a: 
Indonesia, for example, all the compam 
customers are Japanese firms; in Singapx 
and Hongkong, the figure is around a he 
and in Taiwan, a third. 

Sticking like glue to Japanese clients. 
thev go overseas is the closest thine ta 
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m domestic firms. 

In Europe, the situation was not 
ich better. The national-champion 
licy adopted by most advanced 
ropean nations effectively ex- 
ided Fujitsu. Lacking an indi- 
10us computer industry, Spain 
s the only country where Fujitsu 
naged to find a foothold. With the 
juisition of ICL of Britain (and ICL’s 
juisition last year of Nokia Data 
Finland for US$400 million), the 
npany's position in Europe has 
proved considerably. The trouble 
hat the European data-processing 
irket is not growing very much. 
t the Asian market is. From 1985 
1990, purchases of data-process- 
; equipment in Asia rose by an 
arage of 20% a year. Asia has great 
tential for Fujitsu, says Shindate. 
Fujitsu's strength in Asia, as elsewhere, 
ries greatly from country to country. In 
me countries, the company is very 
ong. For example, in South Korea, Asia's 
ond-largest computer market, Fujitsu is 
‘ond only to IBM. Established in 1974, 
jitsu Korea now employs 400 people. Its 
'gest customer (indeed, Fujitsu's largest 
tallation anywhere in Asia outside Ja- 
n) is Pohang Iron & Steel. Another large 
irket is Taiwan, where since 1973 Fujitsu 
s had a 50:50 joint venture with Tatung. 
Fujitsu's involvement with Asia began 
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in the Philippines, where the company 
shipped its first-ever export in 1964. 
Twenty years ago, the Philippines had the 
most advanced computer market in Asia. 
But the market has long since ceased to 
grow. Now, the principal role of Fujitsu's 
110-person subsidiary there is the develop- 
ment of software for sale elsewhere in Asia. 

Shindate claims that the region's most 
advanced computer market today is Singa- 
pore. This, he says, is largely due to enthu- 
siastic support for information technology 
from the government. But Fujitsu was slow 


to get off the mark in Singapore. By 
the time the company started doing, 
business there in 1983, rival NEC had 
a six-year start. Fujitsu's Singapore 
subsidiary acts largely as a support 
centre for the company’s Asean ac- 
tivities, running training courses, as 
well as doing systems engineering 
and software consultation. 

Although there is less govern- 
ment support in Malaysia, rapid 
economic expansion there has led tc 
very sharp growth in the informa- 
tion technology market. Shindate 
believes the prospects in that coun- 
try are very good, following Fujitsu's 
recent purchase of a 20% stake ir 
its Malaysian distributor, Talascc 
Computer. Although Thailand and 
Indonesia were late starters, com- 
puter markets there are now starting 
to warm up. In late 1990, Fujitsu estab- 
lished a joint venture in Bangkok and ir 
the same year appointed a distributor ir 
Jakarta. 

Because it is so competitive, Hongkong 
has been a difficult market for Fujitsu tc 
enter as a computer maker. But Shindate 
says that Hongkong could be a good base 
from which to expand into China afte: 
1997. Other Fujitsu activities in China in 
clude a printer factory in Canton and a re 
cently established software joint venture ix 
Peking. m Bob Johnstone 
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Japan looks closer to home 





By Anthony Rowley in Tokyo 

The drive by Japanese companies to set 
up manufacturing bases in North 
America and the EC in hopes of avoiding 
import restraints appears to be largely 
complete, according to a study by Ja- 
pan's Export-Import Bank. Asia is now 
expected to receive the thrust of Japanese 
investment. 

What emerged from the survey of 550 
of Japan's major companies are that the 
investments, made as counter-measures 
against trade issues with the US and the 
EC, are now in place. The companies in- 
dicated that they intend to concentrate 
on improving those bases. 

According to the survey, the chemical 


Philippines and Malaysia. But they said 
South Korea, Taiwan, Hongkong and 
Singapore would also be the recipients 
of investment. 

According to the Ex-Im Bank, which 
recently established the Japan Institute 
for Overseas Investment (JOI) to monitor 
Japan's overseas investing, the general 
thrust of such investment is currently 
blunted by various factors. Apart from 
the fact that strategic and "trade friction- 
avoiding" investments in the US and the 
EC are largely complete, Japanese com- 
panies are concerned about economic 
uncertainty in major industrialised coun- 
tries. 

The JOI expects Japanese overseas in- 
vestment in the fiscal year ending on 31 


investment, while Europe received 25% 


and Asia 12%. 


Cumulative Japanese overseas in- 
vestment up to March 1991 totalled 
USS310 billion, of which 40% was in 
North America, 19% in Europe and 15% 
in Asia. About 20% of this investment 
was in real estate. 

In the past five years, overseas in- 
vestment averaged one tenth of private 
investment in Japan. But for the next two 
years, Japanese companies will maintain 
a cautious stance on overseas invest- 
ment, the JOI says. 

[n this respect, Asia stands to benefit 
considerably. Japanese overseas invest- 
ments in Asean as well as in South Ko- 
rea, Taiwan and Hongkong tend to pro- 
duce higher profits than those in North 
America and Europe. 

On a worldwide basis, Japanese 
manufacturing plants overseas sell about 
50% of their output to local markets. In 
the case of Asian investments, however, 





Stunning performance 
seldom comes 
with a guarantee. 


Seldom indeed. Which is why the new 
Athena Guaranteed Financials Fund, the 
latest fund to be launched by E.D.& F. Man, 
is well worth a closer look. 

lts combination of exciting potential 
growth and reassuring guaranteed return 
of capital and income is an act that few 
can manage. 


You receive a guarantee that at 

least your initial investment will be 
returned at the maturity date of the Fund 
in 1999, 


an You get the opportunity to benefit 

from the exceptional capital growth 
potential in trading a portfolio of inter 
national financial futures and forwards 
markets, advised by Adam, Harding & 
Lueck. 


$ You have the option to take a 
guaranteed annual income of up to 
4% of vour initial investment (vou decide 


how much), whilst still benefiting from 
capital growth potential. 


The guarantee is provided by ARN 
AMRO Bank. One of Furopes largest 
banks. 


Adam, Harding & Lueck (AHL) is one of 
the largest commodity trading advisors in 
the world, with US $200 million under 
advice. They specialise in using 
sophisticated computer models to evaluate 
investment strategies within the highly 
active financial futures markets. 
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And their success can be measured in the 
performance of the funds they advise - 
23.496 composite compound annual return 
between Ist Sept. 1983 and Ist Nov. 1991. 


SOURCE: MICROPAL 
| SEPT "83 — 1 NOV "9 
















+15.4% 





+14.65% 
+13.5% 465% 










MAR 
CTA 
DOLLAR 
WEIGHTED 






us 
cov 
RONDS 


us 
STOCKS 


AHL 
COMPOSITE 






(Salomon US Government Bond Index: MAR CTA Dollar Weighted Indes: 
SAP Index~Total Return: AHL Composite Index). 


AHL is part of the E.D. & F. Man Group, 
which is a world leader in derivative 
investment products, with approximately 
$1 billion under advice. 


How to invest 

Athena Guaranteed Financials Units 
are on offer for a limited period, 
from January 10th until March 6th 
1992. The minimum investment for the 
Guaranteed Capital Units, is $10,000 — or 
$30,000 if you take the Guaranteed Income 
Units. If you would like more information 
on how to benefit from AHL trading 
strategies through the Athena Guaranteed 
Financials Fund please contact any of the 
offices below or return the coupon. 


London: Michael Quenington. Tel: +44 (71) 626 8788 
New York: Annette Cazenave. Tel: +1 (212) 912 8714 
Bahrain: Magdi Flbadawi. Tel: +973 533288 
Hong Kong: Anthonv Hall Tel: *852 521 2933 


ATHENA GUARANTEED FINANCIALS LTD. 


To: Robin Creswell, International Sales Manager, F.D. & F. Man International Ltd., Sugar Quay, Lower 


Thames Street, London EC3R 6DU, England. 


Please send me more information, a prospectus and application form for the Athena Guaranteed Financials Fund. 
| note that the offer period is from 10th Jan. to 6th Mar. 1992 


Surname 


First Name 


Address 
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agasaki seeks hub status for airport 


sateway rivalry 


Louise do Rosario in Nagasaki 

imes are hard in Nagasaki, the city- 

cum-prefecture on the Japanese is- 

land of Kyushu, and economic 
inners are looking towards the heavens 
‘ relief from economic stagnation and a 
clining population. 
The region that once turned to the sea 
its port was the first in Japan opened to 
‘eign trade — and later to its now flag- 
ig shipbuilding and coal-mining indus- 
2s, is trying to fuel growth by position- 
z its airport as an alternative hub for air- 
es serving East Asia. Economic planners 
lieve companies will rush to the area 
ce a thriving airport infrastructure is in 
ice alongside an expanded highway 
stem and numerous new industrial 
rks. 
Nagasaki's airport already handles a 





Windows on Northeast Asia 
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yall volume of air traffic from Shanghai, 
st a 90-minute flight away (where city- 
efecture officials opened an office in De- 
mber to promote bilateral relations) and 
»m Pusan, South Korea, a 50-minute 
ght away. Airport officials hope to add 
ongkong and Singapore to the list. 
athay Pacific Airways, Hongkong's flag- 
lip carrier, is planning to introduce ir- 
gular flights this year. 

Other city-prefectures, particularly 
iigata in the north and Kagoshima in 
e south, are also vigorously promoting 
eir airports in an attempt to jolt their 
onomies into shape. Nagasaki officials, 
»wever. believe their airport can bring in 





load without any expansion of facilities. In 
the past decade, the airport's number of 
domestic passengers averaged 1.7-2 million 
a year. The annual number of international 


visitors has never exceeded 32,000, a tiny 


volume compared with a total of about 150 


million people using Japan's international 


airports each year. 


In addition to passenger traffic, the air- 
port is seeking a bigger slice of Japan's 


overseas freight business, which is forecast 


to double to 3.8 million tonnes a year by 
2015. To help attract more of this business, 
the airport is building a Y1.8 billion (US$14 
million) cargo-processing centre that will 
double annual capacity to 50,000 tonnes by 
1994 and to 100,000 tonnes by 2005. 

The region's colourful history, though, 
could give the airport its best advantage. 
The city has a long trading history with 
foreign companies because until the late 
19th century it was the only 
gateway to Japan for foreign- 
ers. 

Nagasaki's airport is one 
of a dozen regional airports 
built in Japan in the 1970s as 
a way to bolster local econo- 
mies and to lighten air traffic 
around Tokyo, Osaka and 
Nagoya. On Kyushu alone, 
five airports were built, be- 
sides Nagasaki's. With only 
one runway in operation a 
mere 12 hours a day, how- 
ever, most of the other airports have fared 
no better than Nagasaki. 

Nonetheless, Nagasaki officials know 
they cannot sit too long on their airport 
plan. Particularly pressing is the fact that 
their prefecture is close to the bottom of 
Japan's national economic scale. Nagasaki 
ranks 44th among Japan's 47 prefectures in 
per-capita income, and its manufacturing 
production currently accounts for a dismal 
1% of Japan's total output. 

Tourism, Nagasaki's main industry, is 
still reeling from Mt Unzen's eruption in 
November 1990. If that is not bad enough, 
Nagasaki's young people are continuing to 
move to greener pastures. The prefecture's 
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TRADE RELATIONS 


Seoul's whisky-import 
barriers scrutinised 


Spirit of 


protection. 


By Mark Clifford in Seoul 


outh Koreans call it the poktanju * 
the atomic bomb. A shotglass o' 


whisky floating in a mug of beer, it is 
downed in one long draught. The effect is 
explosive. 

Recently, South Korea's protective 
stance towards its whisky market has beer 
threatening to have a similar impact o» 
trade relations. EC ministers are soon ex 
pected to approve a complaint to Gatt tc 
try to force Seoul to lift tariff barriers or 
imported Scotch. 

The chief source of their ire is a thicke 
of taxes which quadruple prices of im 
ported bottled whisky between the time i 
lands on the docks and when it reaches th« 
distributor. 

Why Scotch whisky makers should be 
interested in the South Korean market i: 
not hard to fathom. Koreans have earned : 
reputation as being among the world’: 
hardiest drinkers. Matching poktanju-style 
bravado with stamina, they consume 
nearly 2 million cases of whisky a year; no 
bad for a country of 43 million people. 

South Korean males drink copiou 
quantities of locally bottled Something 
Special, Passport and vip whisky brands a 
traditional kisaeng houses and their mod 
ern counterpart, “room salons.” Attentive 
and attractive hostesses make it easier te 
stomach the costs of such revelry: anythin; 
from Won 85-200,000 (US$110-260) a bottl 
after the hostelry has added its mark-up. 

Foreign producers complain that thi 
locally bottled whisky, which is made fron 
bulk imports, is taxed at half the rate of th 
"bottled in Scotland" variety. Even cogna 
is taxed less than imported whisky. In reta 
markets, the cheapest imported whisk 
costs close to Won 30,000 a bottle, abot 
two-and-a-half times the prices paid by th 
high-spending Japanese. 

South Korea's alcohol market — ir 
cluding beer as well as spirits — is dom 
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troops in South Korea are among the 
world's most alcoholic soldiery. 

In 1988, the only time anyone bothered 
to count, they each bought an average of 
6.9 litres of Chivas Regal alone. They also 
snapped up more than 25,000 bottles of 
Chivas Royal Salute, a 21-year-old Scotch 
that costs US$65 a bottle. US soldiers in 
Europe purchase only about one-fiftieth the 
amount of Chivas than their South Korea 
colleagues. 

In reality, it appears that upwards of 
90% of this liquor finds its way off the 
bases and into the local economy. The US 
says it would like to stop this leakage — 
but as long as there is such a huge price 
gap between commissariat and local mar- 


ket prices, the illicit trade will be impossi- | 


ble to stamp out. It has called on Seoul to 
lower its taxes, as well as step up its own 
enforcement efforts. The South Koreans, 
however, are not in a hurry to do either. 
“In effect, the blackmarket serves as a 
safety valve, so that the South Koreans 
don't have to open up their markets," says 
one US official, echoing the comments of 
many foreign observers. “The rich can buy 
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Source: EC Chamber of Commerce in South Korea 


what they want, but domestic manufactur- 
ers are protected from competition." 

The big winners from these distortions 
are the domestic whisky bottlers — and, of 
course, US-owned Chivas Regal, which has 
acquired such a cachet that it has no need 
to advertise. 
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But among the happiest people of all - 


must be Jinro chairman Chang Jin Ho. His 
company is the dominant producer of soju, 
a traditional drink which accounts for 25% 
(by volume) of the beer and spirits market. 
it alen sells the locally hottlad wip wrhiglar 
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ustralian Government reviews airline policy 


Position fix 


' Glenda Korporaal in Sydney 


ne of the first tests for new Austral- 
) ian Prime Minister Paul Keating is 

looming in the aviation industry. 
ie government is undertaking a review 
its policy towards the industry in the 
ike of the pre-Christmas collapse of 
ympass Airways. 

The review is being conducted by the 
partment of Transport and Communi- 
tions in Canberra and is expected to be 
mpleted in February. It has the potential 
bring about further big changes in the 
istralian airline industry, which has been 

turmoil since publicly listed Compass 
xk to the skies in December 1990. 

The demise of Compass — which 
ased flying on 20 December, leaving 
ousands of Christmas 
ivellers stranded — fol- 
wed a year of intense fare- 
tting among Australian 
rlines. Its collapse has 
ised questions about 
nether a country of only 17 
illion people can support 
ree major domestic air- 
ies. 

Separately, there is also 
owing pressure to relax a 
n which prevents interna- 
mal airlines — including 
istralia’s own, Qantas — 
ym picking up domestic business. Such a 
laxation, however, might only aggravate 
e intense competition that has developed 
xce Australia deregulated domestic avia- 
m in November 1990. 

Qantas, for example, flies huge dis- 
nces across Australia each day with 
ousands of empty seats that it is not al- 
wed to fill with domestic passengers. The 
rrier recently reported an operating loss 
A$159 million (US$120 million) for the 
ar to 30 June 1991. 

Until the deregulation which let Com- 
iss into the market, domestic aviation 
id for 30 years been carved up between 
ro players — government-owned Aus- 
alian Airlines and privately owned 


But with a new prime minister now in 
place, as well as a new transport minister, 
Graham Richardson, there is strong 
speculation that the government may agree 
to further sweeping changes in both the 
domestic and international sectors of the 
industry. For Keating, the issue is seen as 
the first major test of his commitment to 
microeconomic reform. 

A decision to allow government-owned 
Qantas and other international carriers, 
particularly Air New Zealand, to pick up 
domestic passengers could be matched by 
allowing the two domestic airlines some 
scope to fly abroad. The chairman of Aus- 
tralian Airlines, Ted Harris, said on 6 Janu- 
ary that his company was pushing for gov- 
ernment approval to join Taiwan's Ever- 
green in operating joint services between 
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Out of the blue: Indonesia's Garuda may bid for Compass. 


Melbourne and Taipei, Ho Chi Minh City 
and Seoul. 

The announcement of the industry re- 
view has also put on hold the sale of 49% 
of Qantas and 100% of Australian, both of 
which feature in the government's privati- 
sation programme. This has revived 
speculation that the two carriers might be 
merged before being sold — an idea 
strongly rejected by the previous transport 
minister, Kim Beazley. 

While the Hawke administration had 
promised not to make any further changes 
in airline policy, so as to provide a stable 
environment for the privatisations, it is 
unclear whether the new Keating cabinet 
feels bound by this. 
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the more substantial Australian Airlines 
and is likely to prefer that option. 

The previous government had restrictec 
the level of investment that foreign carrier: 
flying into Australia could make in do 
mestic airlines. But there are hopes tha 
this, too, may be under review. 

Despite the inconvenience caused t« 
travellers, the collapse of Compass witl 
debts of A$60-100 million has arousec 
strong public sympathy. Before dere 
gulation, Australian passengers had long 
had to pay high prices to fly. Within day: 
of the collapse, a public fund to revive the 
airline had attracted more than A$4 millios 
in donations. Airline workers have hek 
rallies around the country to win furthe 
public support and have called on the gov 
ernment to revive the company. 

The Federal Government, however, ha: 
resisted a call from Compass chief Bryaa 
Grey to inject A$30 million into the com 
pany to save it. Ministers are nevertheles: 
under strong public pressure to ensure tha 
the long-promised deregulation does no 
degenerate into sham competition betweer 
only two domestic airlines. 

Compass was the only new carrier t« 
get off the ground in 1 
months of deregulation. } 
reported a loss of AS17 mil 
lion in the year to 30 June — 
a far cry from the profit 
promised in its 1990 pro 
spectus. 

In the intense rounds o 
discounting on domesti. 
airfares that accompanied it 
arrival on the scene, all car 
riers lost money. But Com 
pass, which floated on th 
Australian Stock Exchang: 
in 1990, raising A$65 mil 
lion, clearly went too far — and probabl: 
underestimated how quickly and to wha 
extent its established rivals would follov 
suit. 

In its final months of operation, Com 
pass was making a strong bid to attrac 
business-class passengers. Its efforts in thi 
regard, however, were made more difficul 
by the severity of the Australian recessior 

Compass chief Grey has been an out 
spoken critic of the competitive tactics c 
other airlines, claiming they unfairly un 
dermined his company. There has als 
been strong criticism of the Hawke gov 
ernment for stacking the deck in favour c 
the two existing airlines well before de 
regulation took place. 


FP — 1T. TOON than 4b onmes 


JHLSNONI Sngiurv 





ECONOMIC 





inance Minister Saifur Rahman is 
projecting that Bangladesh's econ- 
omy will gain momentum in the 
next few months. This is good 
ews for a country that suffered its worst- 
‘ver typhoon in April 1991. Consequently, 
t saw little economic change in the first 
ive months of the fiscal year beginning on 
July 1991. 

The country's business sector has 
nostly concentrated on regrouping from 
he typhoon's devastating, effects, particu- 
arly in the agricultural sector. Making 
natters worse, some companies had yet to 
ecover fully from the disruption caused 
'y the democracy struggle in 1990. 

The government expects GDP growth for 
he current financial year to rise to 5% from 
1.8% last year. Officials point out that last 
'ear's GDP performance, though down 





Recovering reserves 
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rom a forecast of 5 


1%, was not alarming 
onsidering the effects of the typhoon. 
\griculture accounts for about 40% of GDP. 

This optimism, which is cautiously 
hared by the World Bank, is prompted by 
wo bright spots in the economy. In the 
irst five months of the current financial 
‘ear, tax revenue — bolstered by a new 
5% value-added tax — was sharply 
ügher than expected. But more impor- 
antly, food production for the year is 
orecast at a record 20 million tonnes. 
«ahman says the policies of the nine- 
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BANGLADESH 


Gains from garments 


ance. In the late 1980s, the country had be- 
come overwhelmingly dependent on for- 
eign assistance, as government revenue 
failed to keep pace with current expendi- 
tures. 

In the first five months of the current 
year, exports rose 6% from a year earlier to 
US$735 million. Garment exports rose sub- 
stantially in the period, accounting for 50% 
of total exports. In the first four months of 
the year, imports fell 30% from a year ear- 
lier to US$688 million. 

Helped by this trend, Bangladesh's for- 
eign-exchange reserves reached a record 
US$1.2 billion as of 31 December 1991. In 
the first four months of the current year, 
the current-account surplus widened to 
US$150 million from less than US$50 mil- 
lion in the year-earlier period. 

To give the economy a kick-start, the 
new government quickly relaxed its mone- 
tary policy. After Bangladesh Bank re- 
duced its rediscount rate by 0.5 of a per- 
centage point to 9.25%, the central bank 
cut the commercial bank-lending rate by 
0.5% and lowered the cash-reserve re- 
quirement for banks by 1% to 7%. The 
bank also issued stringent guidelines for 
bank lending in an effort to put an end to 
the banking sector’s worsening loan-recov- 
ery problem. 

More help came from overseas work- 
ers. In the first five months of the current 
year, remittances from workers abroad 
rose 4.8% from a year earlier to US$325 
million. But while garment exports in- 
creased in the first five months of the fi- 
nancial year, those of other major items — 
especially jute and jute products, leather 
goods and frozen fish — have fallen 
sharply. Analysts attribute the jute indus- 
try’s troubles to rising labour costs, falling 
demand and low productivity. 

Manufacturers also complain that the 
worldwide recession has lowered the de- 
mand for industrial goods, in turn causing 
a downturn in orders for raw materials. 
Letters of credit for the import of goods 
worth Taka 35.9 billion were opened in the 
first four months of the current year, down 
from Taka 42.3 billion a year earlier. 

Despite these problems, the govern- 
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has the key 


to keeping 


its pu 


informed. 


As one of Asia's leading hotels, 
The Manila Peninsula 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 
an Acia Tha 
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ROJECTS 


Ihe stop-go 
huttle 


E uala Lumpur municipal authorities 


have again switched tracks on a 

proposed monorail system to serve 
e city centre. Mayor Tan Sri Elyas Omar 
inounced on 5 January that the city gov- 
nment is to award a contract for the 
tilding of a dual-track system to an un- 
entified company, at an initial cost of 
$400 million (US$145 million). Work 
uld begin in March. 

The monorail is an integral part of a 
ass-transit strategy to combat mounting 
iffic congestion, and the consequent air 
lution, in Kuala Lumpur. But the may- 
's statement is the third about-face since 
e project was unveiled by City Hall in 
nuary 1990. Two dates set for construc- 
m work to start have already passed, the 
ost recent being May 1991. 

Under the original deal, the Swiss firm 
m Roll Transport Systeme was to pro- 
de the rolling stock, but it pulled out 
ruptly late in 1990 after relations soured 
ith its local partners. The bulk of the 
oject was then turned over to a local con- 
rtium called Sitra, whose major share- 
"ders include bumiputra-owned civil en- 
neering firm BNK and property deve- 
per IGB. A Florida-based company, 
'ansportation Group Inc., was ap- 
oached to supply the system's box-like 
rs. 

The monorail consortium is believed to 
ve had difficulties securing financing for 
e scheme, originally envisaged as a 22- 
ation. network, especially as cost projec- 
ms have escalated far beyond the M$143 
ülion first suggested by City Hall. 

Elyas now says that the monorail ser- 
ze (something of a misnomer under the 
ww plan) will initially be limited to a link 
'tween Jalan Bukit Bintang and the Putra 
orld Trade Centre. It is not clear how 
any intermediate stations will be served, 
er if the network will eventually be ex- 
inded. 

The key to expanding Kuala Lumpur's 
ass-transit facilities, however, is a light 
il transit (LRT) system which will link 
sssengers in the outlying Klang Valley 
tth the monorail service in the city centre. 
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INVISIBLE HAND 


Search for a leader 


Politicians continue to offer hollow tribute to the General Agreement on Tariffs 
and Trade (Gatt), whose funeral pyre they will gladly light if and when it becomes 
clear that the spirit that infused its birth in 1948 is gone. It appears as if politicians 
today can hardly wait to take refuge behind economic barricades that once ac- 
companied the revival of political nationalism. 

The signs are ominous for unfettered world trade. US President George Bush 
insisted in Australia this month that he would safeguard the interests of American 
farmers. This may be election-year rhetoric, but it is sure to bolster the arguments 
of protectionist agricultural lobbies in the EC and rice exclusionists in Japan. 

What are the chances of success for the Uruguay Round of Gatt trade talks, 
when lobbies in the US, the EC and other regions vie with each other to extol the 
virtues of reciprocal market access or closed markets? Gatt director-general Arthur 
Dunkel has made it clear that he does not intend to stay around and watch the 
death of the organisation he has served so well. He will quit soon after a gallant 
last-ditch effort to resuscitate the Uruguay Round. 

Whatever happens when Gatt negotiators meet again on 13 January, there is 
little chance of a real breakthrough, says Lester Thurow, dean of the Sloan School 

of Management at the Massachusetts 


Dominant Europe Institute of Technology. The rules that 
will regulate trade for the next 50 years 


wies in 1990 (US$ billion) i are being written in Brussels, he says, 
"Western North not in Geneva — which is home to Gatt 
po Europe As ia| America | wona 


— or in Washington. 

The Bretton Woods system that gave 
birth to Gatt was established when the 
US dominated world trade and when 
Washington could act as manager of the 
system. The US no longer has the eco- 
nomic strength or the will to continue 
in this role. The EC, meanwhile, is 
evolving into the world’s largest single 
market. 

Any EC-written trade rules would be highly restrictive compared with those 
imposed during the post-World War II period of US economic supremacy. The EC 
can hold together as an economic bloc only if it offers powerful trade inducements 
to its member states or to countries it favours. 

Japan recognises the economic danger posed by the EC as well as counter 
moves towards an economic alliance by the US, Canada and Mexico. Ruling Lib- 
eral Democratic Party president Yohei Kono believes Tokyo should listen more 
carefully to Kuala Lumpur's plan for a new East Asian economic grouping, while 
Japan's Economic Planning Agency says Tokyo must be vigilant against the dan- 
gers of emerging trade blocs. 

The World Bank acknowledged recently that the forces of economic integration 
that have driven world growth since 1945 are weakening. It says a continuation of 
this process would disrupt international trade, stalling growth for many years. 

These are not perceived dangers; they are trends. Twenty of the 24 OECD 
countries are more protectionist now than they were 10 years ago, the World Bank 
says. These 20 countries hoist non-tariff barriers against 16% of their total imports. 

No country is pure, as Bush reminded Australians who asked him to square his 
defence of US grain-export subsidies with his attack on protectionism in the EC 
and Japan. Protectionist trends in developing countries have also been rising, and 
thaca commtriag nour cubiact xod 2S9 of all thoir ienorkc to non an fFÉ horriare 
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Has the balance of 
power in Asia shifted? 


apan has challenged US dominance in Asia where both govern- 
ments and individuals are looking to Tokyo for a lead. But, despite | 
their growing economic might, the Japanese seem reluctant to | 
play this role. The rest of Asia remains unsure what Japan's ultimate | 
intentions are. | 





Now comes a book which examines these important questions, as 
seen primarily from the viewpoint of Japan’s neighbours. Compiled by 
correspondents of the Far Eastern Economic Review, Asia’s most re- 
spected magazine, “Japan in Asia” reveals what other Asians think of 
Japan. 


Send now for this unique and fascinating study of the most 
significant Asian power-shift in decades. Essential reading for 
business people and, indeed, anybody with an interest in the 
region. 





Mail, Fax or Phone: Far Eastern Economic Review, 

G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338. 

Please rush me the just published JAPAN IN ASIA at HK$140.00, US$17.95, £10.50, ¥2,500.00, $531.00 or M$50.00 each. 
No. of copies | — bi by airmail* [] by surface 
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NEN Gues! Speokers: 
. Mr. George Yeo. Minister for Information and the is, Sin ingapore 
Mi 'rancis Yeo Teng Yang, Chairman of SIMEX, Singapore 
r. Georg Teo Eng Kim, Deputy Chairman of the Stock Exchange of Singapore 
. Lai In-jaw, Vice Minister for Policy, Ministry of Finance, Tai ipei, Taiwan R.O.C.- 
Mr. Byung-Woo Koh, Chairman and Chief Executive Officer, Korea Stock Exchange 
Mr. Mark Hanson, Deputy Chief Executive of the Stock Exchange of Hong Kong. 
Dr. Asavin Chintakananda, Executive Vice President, The Stock Exchange of Thailand 








Special Workshops by: 
Arthur Andersen & Co. 
Chicago Board of Trade / Chicago Mercantile Exchange 
| Istituto Bancario San Paolo di Torino 
J.M. Sassoon & Co. (Pte) Ltd 
Yamaichi Securities Co. d. 


Luncheon Host: 


Milbank, Tweed, Hadley & McCloy 
Officio! Conference Carrier: 
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Standard Chartered 
OFFSHORE BANKIN 
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Standard Chartered Offshore Banking comprises 
a gallery of sophisticated services and specialist 
facilities designed to meet your most discerning 
financial requirements. 


They include — Extra Value Deposit Accounts 
(Sterling & US Dollars) — Fixed Térm Deposits (Major 
Currencies) — Internátional Health Plan — Investment 
Advice = Nominee Services — Purchase/Sale of Stocks 
and Shares — Safe Custody — Taxation Advice — Trust 
Services - Visa Credit Card — International Pension Plan. 


A choice of three locations — Jersey, Guernsey and 
the Isle of Man, combined with the reputation and 
standing of a major global bank provides a measure of 
high expertise and security that is second to none. 


If you'd like to know more about the finer art 
of banking offshore please return the coupon to:- 
Gordon Wylie, Standard Chartered Bank (CD Ltd.. 
P.O. Box 89, Conway Street, St. Helier, Jersey 
JE4 8YP, Channel Islands. 

Or telephone: (0534) 74001. Fax: (0534) 24890. 


Standard Chartered. The art of banking — offshore 
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To Gordon Wylie, Standard Chanemd Bank | 
P.O, Box 89. | 
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UDGETS 


endonesia produces a restrained budget 





my Adam Schwarz in Jakarta 
I ndonesia's mildly contractionary 








budget for fiscal 1992, announced on 6 
January, emphasises improved tax col- 
ection and cost restraints as a counter- 
weight to continued high spending on in- 
wastructure. The budget was generally 
welcomed as prudent by economists, who 
aw it as a sensible attempt to deal with 
wdonesia’s recent growing pains, and de- 
wcribed its spending priorities as well 
ought out. 

Some analysts had expected more of a 
Mscal expansion given that general elec- 
fons are to be held in June. Instead, the 

udgets broad message is that the gov- 
rnment's immediate priority is to main- 
in economic stability 
nd to address problems 
reated by the unexpect- 
'dly rapid expansion in 
989 and 1990, when an- 
hual growth exceeded 
7. In the process, the 
nation's infrastructure 
vas badly strained. 

President Suharto told 
"arliament on the day of 
he budget announce- 
nent: “We have to con- 
inue to grow but it must 
»e ata more harmonious 
"ace. [We need] a period E 
© rearrange our ranks ~ 
ifter a fast march." 

The budget is for the senen 
iscal year beginning on ^^ 

April. It still needs to 
œ passed by Parliament but, as in past 
‘ears, no significant changes are expected. 

Explaining the absence of a pay rise for 
ivil servants, Mari Pangestu, an economist 
it the Centre for Strategic and International 
tudies, said: "Things don't happen that 
vay here. The government thinks it's more 
mportant to keep prices stable. The more 
elevant question is whether the all-out 
lrive to collect taxes will contribute to a 
ecession." 

Other analysts said that by continuing 
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Fear the taxman 


budget’s real growth is only 3%. Inflation 
in calendar 1990 and 1991 was 9.5%. 

By law, the Indonesian budget must 
balance. Normally, however, domestic 
revenues fall short of total expenditures 
and the difference is covered by foreign- 
aid commitments. For fiscal 1992, this 
deficit is equal to 17% of total spending, 
down from 26% in fiscal 1990. 

Indonesia's two main domestic sources 
of revenue are oil and gas receipts and 
taxes, In 1991, Indonesia enjoyed a boom 
in oil receipts thanks to the Gulf War. But 
the prospects for the coming fiscal year are, 
in Suharto's words, "not too bright." Total 
oil and gas receipts are budgeted at Rps 
13.9 trillion, down 7.1% over the current 
year. This is based on an average per-barrel 





tal 55.1 


price of US$17, against US$19 in fiscal 1991. 

While most analysts believe US$17 a 
barrel is a realistic estimate, there are some 
who believe it may be on the high side. 
They point to, among other things, talks 
between the UN and Baghdad which may 
see Iraq's re-emergence as an oil exporter. 
Together with steadily rising exports from 
Kuwait, this could produce a glut in world 
markets. 

Although February crude prices are still 
above US$19 a barrel, Indonesia's minister 


s 1992-93 budget in outline 
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"Everyone is questioning the tax targe 
says Eugene Galbraith, Indonesia resea 
director for Hoare Govett. 

The budget calls for a 36% increase 
income-tax receipts and a 34% jump 
revenues from value-added taxes (VA 
Some new taxes have been added — s 
as higher rates for some luxury goods a 
an extension of VAT to large retail out] 
— but the brunt of the increase is expec! 
to come from improved collection n 
thods. 

Marie Mohamad, who heads Indo) 
sia's tax office, said the government 
tended to hire "at least" 100 private 
countants on a contract basis to help « 
force VAT compliance. The tax office c 
rently has only 700 auditors to handle me 
than 4 million taxpayers. 

Indonesia lags behind some of 
neighbours in tax collection. In the curre 
fiscal year, for example, budgeted tax 
ceipts amount to only 13% of GDP, co: 
pared with around 20% in Malaysia a 
Singapore. While the potential for grea 
tax collection seems vast, some economi 
say the drive to increase collection 
which is already unc 
way — could accelera 
an economic slowdow 

In fact, the expect 
increases in tax coll 
tions are not as seve 
as they seem, accordi) 
to Finance Minist 
Johannes Sumarlin. ^V 
will collect more tax 
than we have budget 
for in 1991-92, so the i 
creases [for fiscal 199 
are not as high as 
looks," he said on 
January. Sumarlin sa 
the actual increases 
income and value-addt 
taxes in fiscal 1992 ov 
fiscal 1991 would only 1 
in the order of 18-20%. 

The government has also adjusted tax: 
on interest earned by corporations fro 
money held in time deposits. Previously, 
15% withholding tax was applied; nov 
interest is to be included with income ar 
taxed progressively, with a top rate of 35* 
Sumarlin brushed aside suggestions th 
the measure would lead to capital flig] 
and said instead that the Jakarta Stock E 
change (JSE) would benefit by becoming 
more attractive investment option. 

The immediate effect on earnings « 
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igeted to decline 7.4% in fiscal 1992. 
Aost of the reduction comes from a fall-off 
1a type of untied aid known as special 
gsistance. The Rps 501 billion in special 
ssistance budgeted for fiscal 1992 actually 
epresents a disbursement from previous 
ears' commitments; Indonesia is not ex- 
rected to receive any new special assist- 
nce in the coming year. 

Foreign donors, however, are expected 
3 come through with new commitments 
f aid similar to the levels received in 1991 
= roughly US$4.8 billion. Fears that aid 
vould be reduced because of the interna- 
ional reaction to the killings in East Timor 
1 November have largely dissipated now 
vat Indonesia has taken steps to punish 
ose responsible for the incident. 
- Nonetheless, Suharto made it clear that 
adonesia must step up efforts to reduce 
iependence on foreign aid and "do our 
»vel best to increase domestic revenues." 
a fiscal 1992, foreign aid is expected to 
and only 4296 of development expendi- 
ares — spendings on infrastructure, edu- 
ation and rural development — compared 
*ith almost 70% two years ago. 
- Indonesia's largest expenditure items 
ie civil servants' salaries, debt payments 
ind. infrastructure outlays. Civil servants 
ind soldiers will not receive a pay rise in 
scal- 1992, although allowances for mar- 
sed workers will rise slightly. Subsidies for 
somestic fuel — which cost the govern- 
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aent Rps 12 trillion in the current fiscal 


INDUSTRY: 


fiscal 1992. 

Servicing Indonesia’s official debt of 
about US$42 billion will cost Rps 15.9 tril- 
lion, up 10.6% from fiscal 1991. However, 
the servicing of Indonesia’s total debt — 
government and private — is expected to 
decline to 31.8% of exports, down from 
33.7% in the current fiscal year. 

The top priorities on development 
spending remain largely unchanged from 
recent years. In fiscal 1992, the largest items 
will be road construction and improve- 
ment, receiving Rps 2.8 trillion, and new 
power plants, costing Rps 2.7 trillion. 

Non-oil exports continue to increase 
in importance in Indonesia’s balance of 
payments. These exports are expected 
to increase by 20% in fiscal 1992 to US$22 
billion. Total exports are pegged at US$32 
billion and total imports at US$27 bil- 
lion. 

Opinions vary as to the accuracy of 
these projections. In the current fiscal year, 
imports were budgeted not to exceed 
US$25 billion. But as imports totalled 
US$12 billion in the first six months, they 
would have to remain stagnant in the sec- 
ond half in order to keep within the target. 
Economist Pangestu says this will be diffi- 
cult if infrastructure spending continues 
apace since many of these investments 
have a high import content. 

Paul Schulte, a vice-president at Jardine 
Fleming Nusantara, said the government's 


BANGLADESH 


.Snuffed fortunes 


is in danger of being stubbed out, at least 
in the low- and medium-priced markets. 
The country has 19 cigarette-manufac- 
turing plants with a combined annual 
capacity of 23.5 billion sticks, but 13 have 
= their doors closed. More shutdowns are 
< possible. 
^. The problem does not lie with any 
. trend among Bangladeshis of kicking the 
^ habit. Far from it. The country's big to- 
< bacco companies are having to breathe 
. the smoke — and a lot of it — from a 


try's problems on the government's 
taxation policy, which has blunted 
growth by pushing many brands out of 
the reach of ordinary Bangladeshis. Be- 
cause of the way they are produced, bidi 
are mostly free from taxes. 

Under the current tax regime, ciga- 
rette levies can reach up to 73% of a 
brand's selling price, pushing up prices 
substantially. Even a 10-pack of the 
cheapest cigarettes costs Taka 4 (11 US 
cents), or double the price of a pack of 25 
bidi. 

The top end of the market, however, 
is still dominated by BTC, which is 66%- 
owned by British American Tobacco 
(BAT) and 34% by the government. Ana- 


year — have been eliminated entirely for - 





import estimate for the current fiscal ye. 
was "completely off" He estimated th 
imports in fiscal 1991 would reach " 
least" US$27 billion. This, he reckon 
would produce a current-account deficit : 
US$5.5-6 billion, well above the official e 
‘timate of US$4.3 billion. 

Sumarlin predicted GDP growth of 6 
in both the current and coming fisc 
years. Some private economists, howeve 
say these estimates are also too hig, 
Morgan Guaranty, for example, estimat 
Indonesian GDP growth at 5% for calend 
1992. 

Near-term growth will depend to son 
extent on the government's willingness 
relax a tight-money policy put in place 
months ago. Lending rates stayed stu 
bornly high at around 28-30% througho 
1991 even after Bank Indonesia (BI, centr 
bank) tried to lower them. 

Some economists believe that wi 
continued fiscal restraint, Indonesia can ¿ 
ford to loosen the monetary reins. In cot 
ments certain to soothe an anxious ai 
credit-short business community, Sumarl 
said on 7 January: "There is room f 
monetary expansion in fiscal 1992 whi 
[will be] needed to support econorm 
growth." 

But how quick and how far that € 
pansion will go remains unclear. BI govi 
nor Adrianus Mooy said any loosent 
would depend on how private business 
re-evaluated their investment plans. 





brands in 1991 to nearly 2.4 billion sticks, 
up from 400 million sticks a year earlier. 
Nonetheless, industry executives esti- 
mate that 500 million sticks of foreign 
cigarettes were smuggled into the coun- 
try last year. 

In 1991, BTC sold 7.8 billion cigarette 
sticks valued at Taka 7 billion, compared 
with a combined revenue of Taka 1 bil- 
lion for other tobacco companies. Ana- 
lysts, however, believe the actual rev- 
enue figure for the remainder of the in- 
dustry is higher. 

BTC's taxes totalled Taka 5.74 billion, 
compared with only Taka 620 million for 
the remainder of the industry. Analysts 
say some cigarette manufacturers evade 
taxes, allowing them to produce ciga- 
rettes at a cheaper cost than BTC, which is 


ing taxes from bidi makers. 
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Chinese firm to establish chip plant in Honekone 
pp QUIS 


Role reversal 


ME a potentially important reversal of 
roles, a mainland Chinese electronics 


WI. company based in Shenzhen has kick- 
&arted a multi-billion dollar investment in 
longkong’s laggard high-technology sec- 
or by signing a contract with the Hong- 
song Government to take a site for a 

lanned US$312 million state-of-the-art 
emiconductor plant. 

If the project materialises, it would be 
$e most ambitious attempt by China to 
sse Hongkong's infrastructure to upgrade 
^e development of its own industry. And 

would represent an unusually direct use 
f Chinese Government funds to foster 
longkong's laggard technological deve- 
opment. 

Shenzhen Electronics Group (SEG) in- 
ends to build a semiconductor plant in a 
dint venture with at least three foreign 
"artners. Sources close to the project say 
^e plant will be designed to manufacture 
emiconductors using sub-micron line 
vidths and with a wafer diameter of at 
ast 8 in, with the ability to expand the 
ize to as much as 12 in. The plant is in- 
ended to handle both high-volume pro- 
uction of DRAM chips and small batches 
f custom-designed logic chips. 

Since this represents an attempt by 
-hina to leap several generations of micro- 
hip technology, the project hinges on SEG's 
bility to attract foreign partners. Although 
reir identity has not been disclosed, one is 
nown to be a big US semiconductor 
aanufacturer. Motorola, Texas Instru- 
nents and Intel Semiconductor are not 
aought to be involved. Another large US 
irm, National Semiconductor, was not 
vailable for comment. 

SEG representatives are to fly to the US 
t the end of the month with a view to 
oncluding negotiations with at least one 
f the US partners. 

The speed of progress made on the deal 
Jggests a degree of urgency on the part of 
1e Chinese Government. The State Plan- 
ing Commission authorised the US$112 





SEG, the holding company chosen by 
Peking to oversee the project, was estab- 
lished in 1986 when its chairman, Ma 
Fuyuan (a former deputy minister at the 
Ministry of Electronics Industries) arrived 
from Peking to consolidate Shenzhen's pro- 
liferating electronics ventures. At the last 
count, the company had 169 associated 
companies, of which 24 are subsidiaries. In 
33 of the companies it has a controlling 
stake, though it has active management 
interests in only eight. 

In 1990, sEG reported net profit of Rmb 
182.5 million (US$35 million). It had rev- 
enue of Rmb 3.3 billion, of which domestic 
revenue amounted to Rmb 2.4 billion. Ex- 
ports amounted to US$370 million. 

It also has a better-than-average expo- 
sure to international business practices. 
Among its joint ventures is a US$160 mil- 
lion joint venture with Hitachi, to manu- 
facture colour TV tubes in Shenzhen. And 
it has also involved itself with Hongkong’s 
electronics industry, at one time taking a 
5.9% stake in James Ting’s Semi-Tech Glo- 
bal, as a side-deal in a research-and-deve- 
lopment oriented joint venture. Whether 
the stake is still held is not known, but Ma 
retired from the Semi-Tech board in July 
last year. 

China's chip plants in Shanghai are well 
behind the times, according to analysts, 
and cannot produce even 1-megabyte 
chips. New investment is needed to rescue 
the industry, even though Shanghai's chip 
factories are grossly underutilised. In 
microtechnology, the efficiency of a chip is 
partly reflected in the width of the circuit 
lines. At present, the best that China can 
manage is a line of 2.5-3 microns in width; 
the latest chips have lines of 0.5-0.8 mi- 
crons. 

The plant is equally important to safe- 
guard Hongkong’s technological future. 
Electronics products accounted for one fifth 
of Hongkong’s total exports — which in- 
clude re-exports — of HK$618 billion in 
the first 10 months of 1991. But the colony 
has almost completely failed to invest in 
developing its technical expertise in many 


areas of electronics. This is lareelv because 





They point to the dismal busin« 
record of those productive ventures whi 
have been spearheaded by mainla: 
money. Although by the end of 198 
China was Hongkong's third source of p: 
ductive foreign investment (accounting 1 
11%, compared with Japan's 33% and t 
US' 3176), Peking-inspired industri 
projects have been notorious for their in: 
ficiency and corruption. 

The most glaring example in the ek 
tronics sector has been the Everbrig 
Lotus project. This is a joint venture bas 
in Yuen Long in the New Territories whi. 
at its conception in the early 1980s w 
trumpeted as bringing to Hongkong ti 
largest TV-tube plant in Southeast Asi 
Since then, however, Everbright has had. 
buy out its bankrupt joint-venture partn 
and pay off some heavily disputed deb: 
The venture is at least HK$360 million ov 
budget, has yet to make a profit, and h 
made no impact on the television tul 
market. 2 

One industrialist was pessimistic abo: 
the prospects for SEG’s venture. He note 
that there was a great shortage of chi] 
two to three years ago, but now there is 
sizeable glut. "This project is probab 
three to four years late," he says. A 
though sEG says it plans to co-opt Hon; 
kong and Macau partners into the ventur 
the reaction of the colony’s leading ele 
tronics industrialists suggests this will t 
no easy task. di 

Moreover, experienced chip manuf, 
turers say the US$312 million propose 
investment is "significantly less" than the 
would expect to spend in setting up a ne! 
plant, particularly if it is to produce bof 
memory chips and logic chips. 

SEG and financiers close to the projei 
are well aware of these criticisms, and the 
stress that the company will stand bac 
from its implementation, even though 
will take about one third of the venture 
equity. Everything from the constructio 
of the plant to the management an 
marketing is to be left to the foreign par 
ners. 

C. D. Tam, managing director ¢ 
Motorola (Hongkong), suggested that th 
project would work best if modelled on th 
joint venture between Taiwan's Acer an. 
Texas Instruments. In this case, Ace 
bankrolled the project while Texas Instru 
ments provided the expertise. i 

In return, SEG will put up not only mos 
of the initial equity capital, but the com 
panv will also be able to nrovide th 
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Mindanao power shortages cause industrial havoc 





ty Rigoberto Tiglao in Manila 
T he Philippine island of Mindanao is 





suffering a power crisis so severe 

that factories are suspending pro- 
luction rather than suffer brownouts that 
ast up to 12 hours a day. If the power 
hortages persist, 300,000 jobs could dis- 
ppear and P20 billion (US$750 million) in 
adustrial output could be lost, according 
p Mindanao senator Aquilino Pimentel. 

President Corazon Aquino has 
cknowledged the urgency of the 
eroblems on Mindanao, the coun- 
ry’s second-largest island, by estab- 
ishing a task force under Executive 
secretary. Franklin Drilon. She has 
fted an import ban on power gene- 
ators and ordered other emergency 
measures to be implemented. 

But unless the crisis eases soon, à 
mortal blow could be delivered to 
the island's attempts to promote it- 
elf to domestic and industrial in- 
"estors as an industrial base. Five 
major producers — the Japanese-owned 
Philippine Sinter Corp., the billet plant of 
National Steel Corp., and four ferro-alloy 
sintering plants — have already shut down 
»perations. 

Ironically, one of Mindanao's main sell- 
ing points to businessmen had been a 
seady availability of cheap hydroelectricity. 
But a prolonged drought, called the El 
“lino effect, has lowered water levels in 

ake Lanao, which feeds a series of dams 


Grinding to 






a halt 


along the Agus river. This has proved dis- 
astrous for an island with a 93% depend- 
ency on hydroelectric generators. 

Although the installed capacity of the 
dams totals 903 MW, only 252 MW has 
been available since mid-December, 
equivalent to 40% of the island's peak de- 
mand of 620 MW. 

The blame for Mindanao's problems 
has been variously directed at loggers, en- 
vironmentalists and National Power Corp. 


Dependent on water 
Total 


Electricity generation, 1990 
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Source: National Power Corp. 


(Napocor), which operates nearly all the 
country's power plants. Ramon Abaya, 
chairman of the Cagayan Electric Power 
and Light Co., for instance, believes that 
massive forest denudation over two dec- 
ades weakened the watersheds in the area, 
reducing the water flowing to the lake. 
Opposition by residents living around the 
Lake Lanao area has delayed the commis- 
sioning of an 80-MW hydroelectric project 
known as Agus 1, which would have been 


the first plant to be commissioned i 
Mindanao during the life of the Aqui» 
administration. 

After protests by the Save Lake Lané 
Movement (Sallam), officials in the Depa 
ment of Environment and Natural R 
sources (DENR) refused to grant enviro 
mental clearance for Napocor to opera 
the P2.3 billion plant. Even if the Agus 
plant is allowed to operate, however, it w 
only increase power supply by 6-10" 
(Another Napocor project, a 120-M 
geothermal plant in Mt Apo, could also | 
delayed if the DENR withholds the mand 
tory clearance.) Sallam first protest 
against the design of Agus 1 two years ag 
claiming that the project would raise wat 
levels in Lake Lanao and would eventual 
dislocate the Muslims living nearby. 

Mindanao's power-distribution firr 
have criticised Napocor's respon 
to the anticipated shortfall in pow 
supplies. Four oil-based pow 
barges it despatched to the isla) 
last month failed to generate enou 
electricity as diesel, supplied fre 
depots in Luzon, had been delay: 

If the present crisis persists, 
could arrest the drive to broaden t 
industrial base of the resource-ri 
island. In the 1970s and 1980s, 1 
establishment of factories in the 
dustrial corridor from Iligan City 
Cagayan de Oro City (which 
nearest to the hydroelectric plants) and 1 
construction of power lines from northe 
Mindanao to its southern side had spurt 
a shift away from the largely subsister 
agricultural economy of northe 
Mindanao. 

The present power crisis has also rais 
doubts about the viability of Gene 
Santos City, which has a thriving fish-c 
ning industry, since the power cuts hi 
affected refrigeration facilities. 
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Politically charged 


On 5 January, Napocor implemented the first stage of a 20% 
| increase in electricity charges, clearing the last obstacle to the 
resumption of the IMF's US$250 million standby credit facility 
= which has been delayed since last June. The first stage 

amounted to an increase of P0.15 per kWh; the second stage 

consists of a P0.0745 per kWh increase to be imposed on 5 

February, making a total of P0.2245 per kWh. 

In metropolitan Manila, where electricity is distributed by 


ening the country’s budget deficit. So far, about P13.5 billion of 
Napocor’s accumulated losses have been financed from the 
government exchequer. However, the Aquino administratior 
baulked at the idea of politically unpalatable increases in elec 
tricity tariffs. Public opposition to higher charges has beer 
strengthened by the perception that many of Napocor's pro 
blems are the result of its own mismanagement. 

As a result, the government indulged in some fancy foot 
work to implement the increase. On the same day the new 
power rates were announced, it cut the price of three oi 
products — including two grades of petrol — by an average o 
P0.23 per litre, a decline of 6%. The third oil product wa: 
bunker fuel: cutting its price will reduce the operating costs o 
as ^ s e: 





ipan to send aid mission 
; Vietnam to discuss debt 


Japan is to send on 11 January its first 
ficial aid mission to Vietnam in 13 years 
r talks on Y20 billion (US$160 million) of 
vernment credit owed by Hanoi. The 
‘legation, organised by the Ministry of 
reign Affairs, could pave the way for 
e resumption of official ties between 
»kyo and Hanoi. Vietnam News Agency 
ported on 2 January that Japan will 
‘ovide almost ¥4 billion of aid in its 
scal year that begins on 1 April. The 
panese Foreign Ministry denied the 


‘port. 


lalaysia creates loan fund 
» help poor bumiputras 


- Malaysian Finance Minister Datuk Seri 
anwar Ibrahim announced on 5 January 
Ye creation of a M$500 million (US$183.7 
xillion) revolving fund to dispense 
iterest-free loans to poor bumiputras, or 
idigenous Malays. Eligible individuals 
vill receive loans of M$5,000 each that 
vill enable them to invest in the special 
overnment-backed Amanah Saham 
umiputra (ASB) investment fund. Anwar 
aid steps are being taken by the 
'overnment to identify qualified 
orrowers. The loans can be repaid from 
innual dividends and bonuses issued by 
\sB. Poor bumiputras are families whose 
iggregate income falls below the median 
»overty line of M$175 a month. 


Indonesia's Krakatau Steel 
denies it cancelled BHP order 
> Indonesia's state-owned Krakatau Steel 
denied reports that it cancelled a US$6.1 
million order to buy steel slabs from 
Broken Hill Pty. (BHP) of Australia. 
According to media reports, Krakatau 
cancelled a purchase contract with BHP 
because of protest actions by Australian 
unions against Indonesian ships and 
planes following an army massacre of at 
least 50 demonstrators in East Timor in 
November. On 7 January, Krakatau 
president Tungky Aribowo said the 
order, which had been delayed because 
the slabs were not ready to be shipped, 
was en route to the company’s West Java 
plant. 






the company says is the largest civil 
construction project tendered 
internationally in almost a decade, will be 
Pakistan’s first inter-city expressway. 
Daewoo will construct the project on a 
turnkey basis. 


Du Pont gets go-ahead 
to build Indian plant 


> The Indian Government on 27 
December issued a clearance for US 
chemicals giant Du Pont to build a 
US$200 million nylon-66 plant in Goa 
with Indian partners. Du Pont will have a 
40% equity in the joint venture, with the 
Thapar group owning 25%, Economic 
Development Corp. of Goa 11% and the 
Indian public 24%. The nylon project, 
proposed in 1985, was stalled until 
approval mechanisms for foreign 
investment were simplified last year. 





Taiwan firm to help build 


Philippine cement plant 


»> Taiwan's China Rebar Co. agreed to 
enter into a joint venture with two of the 
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Philippines' largest cement manufacturers 
— Republic Cement Corp. and Philippine 


Investment Management Consultants — 


to operate what will be the largest cement 


signal a resumption of Japanese 
investment, two and a half years after 
Peking cracked down on China's pro- 
democracy movement. Since 1979, 
Japanese trading firms have only been 
permitted to set up representative offices 
in China. C. Itoh hopes to establish the 
subsidiary in March. It hopes to achieve 
first-year sales of US$100 million. 


Muslim-dominated investment 
firm opened in China 

> China has set up a Muslim-dominated 
trust and investment company to attract 
Arab funds to help finance the 
development of the country's minority 
regions. Peking-based China Nationalities 
International Trust & Investment Corp., 
which was capitalised at Rmb 100 million 
(US$18.5 million), is negotiating with 
Arab banks to open an Islamic bank in 
Shanghai. 


r 


l'aiwan currency climbs 

to high against US dollar 

> The New Taiwan dollar hit a record 
against the US currency on 7 January, 
bringing pressure on the Central Bank of 
China to cut bank discount rates for a 
fifth time in six months. Analysts expect 
the NT dollar, which closed at 25.15 
against the US currency, to continue 
strengthening. 


Philips Petroleum plans 

to build Singapore plant 

> Philips Petroleum Singapore 
Chemicals plans to build a second 
petrochemical plant in the city-state to 
manufacture linear polyethylene. The 
US$210 million plant, subject to 
government approval, is to be complete 
by 1995, when the currently depressed 
petrochemical industry is expected to 
begin reviving. 


Japan's Finance Ministry 
seeks changes in bank laws 
> Japan's Ministry of Finance is pushir 
for legislation that would restructure th 
country’s banking sector. The changes ii 
banking laws, which the ministry wants 


to see in place before the end of the 
eurrant fiscal vear ending on 31 March. 
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PRICES AND TRENDS 


Previous 3months Year 


Last sale to 6 Jan. week ago 
God — Lon 34830 351.60 — 35920 - 
Copper New York (3) 
Current delivery (Jan.) 95.40 98.70 105.10 
Feb. delivery 9590 
Aluminium London (7) 
Current delivery (Jan) — . ...M19950 — 1,5000 1,16200 
Tin Kuala Lumpur!) — 14.57 14.81 14.85 
Cotton New York (3) 
Current delivery (Mar 59.83 59.28 63.68 
May delivery — 6129 — 
Kuala Lumpur (8) 
Current delivery (Feb.) 214.00 213.00 224.50 
Apr. delivery - DUM. aed. iudei 
Jute Dhaka (11) p 365.00 365.00 380.00 
Palm Qil Kuala Lumpur (4) 
Current delivery (Jan.) 887.00 913.00 824.00 
Mar. delivery 890.00 Lapi 
New York (3) 
Current delivery (Mar 8.40 9.00 8.66 
May Anat —— — EAS SR oe SN 
Singapore (9) 
Sarawak Asta bik 100% 207.50 20750 — 21500 
Chicago (5) 
Current delivery (Mar.) 399,40 404.60 344.00 
delivery — 376.60 ; sii 
Chicago (6) 
Current delivery (Mar.) 248.60 254.20 253.60 
May o — — a 
Rice Bangkok (7) 
5% white fob cM 282.00 287.00 307.00 
Chicago (5! 
Current delivery (Jan.) 551.00 562.40 581.60 
Mar. c ivery gii 551.00 
New York (7) 
Current delivery (Mar.) 1,229.00 1,297.00 1,281.00 
May delivery - 1,269.00 
Coffee New York (3) 
Current delivery (Mar.) 79,30 78.55 79.60 
May delivery 81.95 | + 
Petroleum 
Sumatran light Tokyo (10) 18.15 18.20 19.85 
Brent . .  tondon (10) 1813 1770 2170 
(1) M$ akg (2) US$ an oz (3) USc alb (4) M$ a tonne (5) US¢ a 60 Ib bushel 


(6) USe a 56 Ib bushel (7) US$ a tonne 
(11) BWD, Chittagong/Mongla, US$ a tonne 


Economic indicators, selected Asian countries 





Economic Growth % (real) |) 
1991 

Et ooo 
International Reserves ': 
Latest 

Year earlier | 

Trade Balance (total merchandise) 
Latest 3 months 
Previous 3 months 
Exports (ô) 

—— 

^s previous 3 months 
^» change year earlier 
imports 7) 

-atest 3 months 

% Change previous 3 months 

b chanae vear earlier 


ago 
391.62 


116.65 


1,555.00 


15.20 


76.80 


238.00 


| 41000 


895.00 


24.65 
27.65 


(8) PSS1, Me a kg (9) S$ a 100 kg (10) US$ a barrel 


3.75 


US$16.21b (Oct) 
US$15.61b 


-US$0.01b (Sept-Nov) 
+US$1.16b 
+US$0.09b 
US$10.58b 

-1.3 

+44 


45-7 
5.5.7 


US$39.85b (Aug) 
US$26.12b 


+US$2.47b (Aug-Oct) 
+US$2.43b 
+US$2.95b 


US$18.94b 
«4.3 
+14.8 


US$16.48b 
+4.7 


na F 


Source: Telerate, International Jute Organisation 


+US$0.27b 


Currencies US$! worth 





Spot Previous 3 months Year 

6 Jan. ratet weekt agot agot 
Australia dollar 1.3109 — .13158 1.2559 1.2867 
Bangladesh* taka 37.70 3.700 — 3765 3585 
Britain pound 0.5312 0.5353 05765 ^ 05239 
Brunei dollar 1.624 . 16305 à 1.6905 17565. 
Burma’ kyat 6265 — 6265 d 6.20 5.945 
Canada dolar — 11428 — 1157 — 1129 1.1536 
France — franc - 5.1785 - 5491 — 1 $72 — 8204 
Germany — — mark 1.5179 1.521 1.68 1.5323 
Hongkong dollar 7.7587 7.7802 _ 7787S 7.7985 
india - rupee — 258197 — 25.8197 25.7965 — 18.1175 
Indonesia rupiah 1,995.00 1,999.00 1,970.00 1,905.00 
Japan | yen 123.45 125.18 12954 — 13600 
Macau" - pataca 8.05 805 &^ à à 805 8.05 
Malaysia dollar .- 27005 2733 2745 à 279 
Nepal’ — rupee 42691 — 4269! — 42.80 2400 
New Zealand dollar .. 18146. 1.8439 17596 — 1.6892 
Pakistan ^ rupee 2461 — à 2461 24555 21.8581 
Papua N.G. kina 0.9478 0.9497 0.935 0.9479 
Philippines — peso 29665 — 2665 à 27035 2779 
Singapore dollar - . 1824 — 1630 à 146905 17565 
South Korea — won - 759,00 760.20 &— 174700 716.70 
Srilanka rupee | 455 a a uS 39.908 

vitzerlar franc — 1.3445 1.356. .1460 129 
Taiwan - NT dollar — 2551 . 857900 & à 2638  — 2712 
Thailand — ba — — 2519 — 2927  — 2549 2525 
Communist China US$-Rmb 5.4358 HK$-Rmb 0.70095 Laos US$=Kip 705.00 
countries: — Vietnam US$=Dong 12,050,00 Cambodia US$=Riel 750.00 
Other: Commonwealth of | States (former Soviet Union) US$=Rouble 0.5663 


independent 
SDR1«US$1.42482 ECU1=US$1,3228 S$-M$1.6655 
*Official rate t Middle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 


Currency deposit and bond yields 


Eurocurrency and Asian currency unit deposit rates (%)t 

1 3 6 12 10 year govt 
6 Jan. month months months months bonds yield 
NS .- 4.125 4.0625 4.0625 41875 © 679 
Sterling — 10.5625 10625 —— 10.625 10.625 — 9.56 
Yen 5.25 5195 — (50 — 3— 48/5 Á — 3— 84 
Swiss Fr. 8.0625 8.0625 80 7.875 — 
Dm 9.5625 9.5625 9.50 9435 7.96 
AS 9.3125 69375 6.6875 6.625 9.39 
O EDE TEA 7125 ^ 86875 6.6875 793 
ECU .. 10.1875 10.1875 10.1875 9.9375 8.45 


tOtiered rate Source: Telerate, Salomon Brothers 





. India , Indonesia Japan Malaysia 
3.5-4/4) 7 3.8 8.6 
na. or a 55 P, — 35 22 E 85 á wil 
US$2.46b (Oct) US$8.47b (Aug) US$70.13b (Oct) US$9.88b (Apr) 
US$2.53b "t US$5.68b DC US$77.25b US$7.74b —— 
-US$0.59b (May-Jul) «US$1.09bí8) (Jun-Aug) — «US$23.65b (Sept-Nov) -US$0.34b (Aug-Oct) 
-US$0.54b -US$0.15b +US$19.71b -US$0.78b 
“US$0.806 "1i «US$0.21b +US$12.41b -US$0.29b 
US$3.79b US$7 42b8 US$83.21b US$9.23b 
-19.9 +13.8 +8.4 +71 
123 : pr. *30.9 «85.5 414,9 
US$4.39b US$6.33b/8) US$59 56b US$9.57b 
-16.9 -5,2 +44 4 





aaa Tokyo rises sharply in sympathy with US share gains a a a New York 
breaches record levels u a a Seoul soars as market opens to foreigners w=. 
Taipei and Manila also jump in holiday week ended T January a a a 
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Average daily turnover turnover US$30.57m Lett scale 
= 4,000 US$147.29m a 36.000 i 580 LAR scale] — 1,900 | 
(Left scale 
3,600 33,000 | | 500 1400 | | 1,000 
New York it saw) BSE Sensit 
3,200 _Dow Jones Industrias, 3,204.89 30,000 | | 420 . . Singapore 1.300 | | 850 index. 1.067 60 
Average daily turnover US$8.33b — Index Big^t scat 
Average daily | 
2,800 27,000 340 . j turnover US$58.83m 1.200 700 
Nikkei Stock 
2,400 — — — 24,000 260 Indonesia * 1,100 F f; — Seoul (LER scale) —. 


23.566.39 























— M an Average dally turnover US$8.42m Average daily turnover U$$475.23m 
[LET SCHE 
2,000 P aae rene * 4 | Ot ee © _, 21,000 180 © eS Cm NEU! EV UEU eS Ee Ee eee | S 1,000 LM i "-— 1 mm: X EM TET! 
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YI 
Australia AMM AMM Blue 
Bangkok All-Ordinaries Index, 1,667.80 | Chip Index* 
950 _ SET index, 728.93 11,000 | | 1,600 Average daily turnover 95 98.48 (left scale) 580 





Average daily 
turnover US$145.63m 
(Lett scale) 












860 | 85 
New Zealand | 
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Weighted Index, 4,718.81 3,000 | | 1,200 1,300 75 M.S. Capital Int'l 


Average dally 
turnover US$1.23b 











FMAMJJASONDJ 































Jakarta Composite Index, 248.27 







US$121.49m 


M! scale 






í 








KLSE Composite Index, 555.66 





Manila Composite Index, 1,241.48 
Average daily turnover US$5.78m 
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Composite index, 645.27 




















— Average daily turnover 
US$8.41m 


*An unweighted index composed of over 200 blue chip Asian stocks excluding Japan 








X FMAMJJASONDJ 
"Market capitalisation-weighted index of nine Asian bourses excluding Japan, published by Asian Markets Monitor, a REVIEW newsletter, 1 Jan. 1990-100 
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Prime interbank Interbank (Interbani 
— —— punc DNA — 6 Jan. lending 1 month? 3 months! 6 months 
525 65 8-9 7 7.58.5 Australia 1250 742188 725 7.0625 
35 5 7-8 7 75-85 = — 
— l TET Britain 1050 105625 105625 105625 
3$2.63b (Oct) US$30.71b (Aug) US$13 55b (Oct) US$76.39b (Sept) US$16.68b (Oct) (— = : 
3$0.900 US$26.15b US$16.12b US$68.09b US$13.22b Hongkong 8.50 4,8125 4.625 4.5625 
ndonesia , 1, 
I8$0.69b (Jul-Sept) -US$1.11b (Sept-Nov) — -US$0.02b (Oct-Dec) +US$3.67b (Oct-Dec) — -US$2.39b (Aug-Oct) - cut T R — 
15$0.68b -US$1 84b -US$3.07b «US$4.30b “US$0.46b Japan "6.60 
I5$0.98b -US$1.85b -US$1.82b «US$3.19b -US$0.42b 
s * "6105 — 5375 $3125 — 5125 
3$2.29b US$15.14b US$21.00b US$19.82b US$7.16b - —— 
i8 0.1 4255 1.9 -0.6 Malaysia 8.25 7.98 8.04 8.15 
i5 «0.6 4146 411,6 -193 — 
New Zealand 1275 7.45 747 750 
MO Ly dm — "imas * Philippines — 2300 — 1893/5 16625 17605 
E 430 M ^ 4108 24 "a — 
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SHROFF 


Welcome mat slips 


outh Korea's stockmarket opened 

to foreigners, not with a bang but 

with a whimper, despite consider- 

able foreign interest. On 3 January, 
he first day of trading for foreigners, they 
'laced Won 105 billion (US$140 million) in 
rrders. Prices shot up, but almost no trades 
ook place. Only 7% of the foreign orders 
vent through that day, a dismal rate which 
mproved to only 11% by the third day of 
rading. 

Turnover virtually shuddered to a halt 
s some shares that foreigners wanted to 
uy immediately hit their daily price lim- 
ts and others bumped up against the 10% 
eiling on foreign ownership. South Korea 
ias some of the narrowest price limits in 
he region — typically 3-4% either way — 
ompared with the 10% movement that is 
ommon in other markets. The would-be 
uyers queuing up electronically could 
nly wait for another day. On 4 January, 
ne of the counters most eagerly sought 
y foreign buyers, Korea Mobile Telecom, 
raded only 50 shares. 

Another annoyance is the primitive 
ystem for determining the level of foreign 
wnership. The Securities Supervisory 
joard (SsB), the chief regulator of the stock 
xchange, has promised to release daily 
ists of companies hitting the 10% ceiling 
m foreign ownership. But even such a 
imple measure will take time to appear. 
M the moment, the only way to check 
iow many shares are available for foreign 
»rchase is through a slow and cumber- 
ome computer system that often fails to 
vork. 

Fuelling cynicism about the computer 
ystem was the apparent inability of the 
\uthorities to work out how much trading 
vas done by foreigners on the first day. 
[he sss called up brokers and asked them 
o tally foreign trading manually. 

The weakness of current methods of 
urveillance was painfully exposed when 
oreigners bought shares in Ssangyong Re- 
ining and seven other companies that are 
fficially sanctioned joint ventures with 
oreign firms, whose stakes already ex- 
‘eeded 10%. This should have meant that 
oreigners would not be able to buy any 


-———— of the sheels Desh bla 
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the flood of bids. But this is hardly anti- 
foreign discrimination: the KSE computer 
system broke down on 7 January, delaying 
the start of trading for two hours. 

This lack of preparation might be ex- 
cusable if the market had been opened 
hurriedly. But the South Korean Govern- 
ment has been promising to open up the 
stockmarket for 10 years. And it was deter- 
mined to do so on its own terms. Boosters 
claimed that the KSE was the most heavily 
automated exchange in the world and that 
no help was needed from outsiders, thank 
you very much. m Mark Clifford 


auno bourse 
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Secret negotiations in Kuala Lumpur about 
the sale of all, or part, of the Malayan 
United Industries (MUI) empire to the MBf 
group appear to have become snagged 
over the price. MBf chief executive Datuk 
Loy Hean Heong is balking at the almost 
impertinent sell-out sum being demanded 
by the conglomerate's controlling share- 
holder, Tan Sri Khoo Kay Peng. 

Although MUI appears safe from the 
predatory attention of Berjaya Group 
chieftain Vincent Tan, Khoo is aware that 
his surrender to MBf would be welcomed 
in some well-placed circles. Central bank 
officials are among his severest critics, hav- 
ing taken a dim view of the past lending 
policies of MUI Bank. 


Daehemec les] an 


Such a valuation is meeting resistar 
from the MBE side, as it represents a p: 
mium of almost M$2 per share over MU 
market price. One well-placed sour 
questions whether Khoo seriously expe 
to clinch an agreement at that price. "Or 
commercial deal, I think Loy would 
crazy to go through with it," says t 
source. 

Loy's continued presence at the negc 
ating table, however, is evidence of | 
keen interest in MUI Bank. The MBf exec 
tive has been on the prowl for at least t» 
years, attempting to subsume a bank ir 
the country's largest group of finance a: 
property companies. Also, sources sugg 
Khoo is anxious to save some part of ] 
empire from outside clutches and wot 
be more accommodating if allowed to 
tain control of his manufacturing arm, N 
layan United Manufacturing. 

m Doug Tsuruc 


Japanese stocks have made a boistero 
start to 1992. Can it last? Or is Tokyo, li 
US and European markets, still ahead 
the game? Wall Street and London appe 
to have under-estimated the deflation 
forces at work in the West. The Tok 
market, whose Nikkei-225 index rose mx 
than 6% in the first two trading sessions 
the year, seems equally purblind. 

Japan's economy today recalls the "1 
ple merits" of 1987: a strong yen, (re 
tively) low interest rates and low inflati 
With Tokyo's official discount rate (OI 
now cut to 4.5% and its US equivalent, 1 
Federal Funds rate, at around 5.28%, the 
is room for further yen strengthening. I 
the yen must ultimately weaken if the « 
cline in Japanese rates is to continue; tl 
puts the third merit — low inflation — 
some jeopardy, too. 

Some analysts argue that the narrowi 
yield gap between Japanese stocks a 
government bonds would justify a rise 
25-26,000 on the Nikkei-225 index, fr: 
around 23,800 now. But in their preoa 
pation with technical merits, Tokyo bt 
may be making a dubious assumption. 1 
10-15% profit recovery which some prec 


for fiscal 1992 (after an expected 17.5% ! 
amane nan fimoancioic in the curmant fic 





VIEWPOINT 





The Commerzbank report 
on German business and finance 1/92 





Germany's current account in the nineties: 
deficits without end? 


Following unification, Germany’s 
current account — which has included 
eastern Germany’s external transactions 
since July 1990 — plunged into deficit. For 
1991, a deficit of around DM 30 billion is 
expected; this represents a drop of about 
DM 100 billion from the previous year’s 
surplus — remarkably modest under the 
circumstances. 

The surge in western German demand 
generated by unification came at a time 
when the economy was running close to 
capacity and foreign demand was slack- 
ening. Thus the rapid shift from surplus 
to deficit, which was accompanied by 
a decline of similar proportions in the 
trade surplus, reducing it to DM 20 bil- 
lion, helped cushion the effects of slow 
growth or recession in the economies of 
Germany's trading partners. On the 
other hand, though, its EMS partners 
were more or less obliged to follow 
Germany's tight monetary policy. 


Significance of invisibles 


Merchandise trade is crucial for Ger- 
many's current-account position, but 
invisibles are also significant. In line with 
the narrowing of the trade surplus, the 
deficit in trade-related services grew 
quickly. Rising net expenditure on travel 
abroad, together with a drop in net 
foreign investment as a result of high 
domestic interest rates and a strong 
D-mark, has reduced the overall surplus 
in services. Payments to finance the 
Gulf war added another DM 10 billion to 
the current-account deficit. 

In 1991, buoyant domestic demand 
alone probably triggered a drop in the 
current account amounting to DM 75 
billion or 3% of GNP. With its mature 


“Germany should become 
a net foreign investor 
again in the mid-nineties.” 





industrial economy and ageing popu- 
lation, western Germany has long been a 
structural surplus country, i.e. a supplier 
of savings to the rest of the world. 
Modernisation of the eastern German 
economy will, however, absorb the 
bulk of domestic savings 
for some time to come, 
raising the question of 
whether Germany's cur- 
rent account will return to 
surplus in the foreseeable 
future. 

More restrained ex- 
pansion of private con- 
sumption will cause econ- 
omic growth in western 
Germany to slacken up to 
mid-1992, while the focus 
of demand in eastern 
Germany will shift from 
consumption to invest- 
ment. All-German growth, 
however, is expected to 
increase in 1992 and imports will con- 
tinue to expand, albeit at a lower rate 
than last year, which would limit the 
scope for an improvement in the current 
account. On the other hand, world trade 
will pick up significantly in 1992, causing 
German exports to accelerate. Due 
mainly to high domestic interest rates, 
a strong D-mark, and increasing net 
payments to the EC, there is no likeli- 
hood of an improvement in the invisibles 
balance (adjusted for last year's Gulf 
war payments). We therefore expect a 





current-account deficit of about DM 15 
billion for 1992; the trade surplus should 
rise to DM 30 billion. 

The current account will probably 
continue to improve in 1993 and beyond, 
restoring Germany to its structural sur- 
plus position. As the transformation of 
eastern Germany progresses, the focus of 
demand will continue to move from con- 
sumption to public investment, and then 
from public to private investment. This 
process will produce a highly efficient 


German current account* 
in DM billion 


E Trade balance 
g Services 
[] Unrequited transfers 


ia Current account 


*) from July 1990 onwards all-German figures 


capital stock at a time when world trade 
will be stimulated by a widening and 
deepening of the EC, the reform process 
in Eastern Europe and the Soviet Union, 
and the completion of the GATT's Uru- 
guay Round. Germany should, therefore, 
become a net foreign investor again from 
the mid-nineties onwards. 

If other capital-rich countries follow 
suit — primarily by reducing government 
borrowing - the threat of a worldwide 
capital shortage and persistently high 
real interest rates need not materialise. 





CLASSIFIED ADVERTISEMENTS 


Appointments 





"E 


THE 
ASIA 
SOCIETY 


DIRECTOR 
OF DEVELOPMENT 


The Asia Society is a non-profit organization committed to conveying to Americans the 
diversity and dynamism of the Asia/Pacific region. The Asia Society is internationally 
renowned for its cultural and educational programs designed to increase A »erican 
understanding of the arts, history and contemporary affairs of Asia and to facilitate 
communication between Americans and Asians. Headquartered in New York, Te Asia 
Society has regional centers in Los Angeles, Houston, Washington, D.C. ara Hong 
Kong. The Asia Society currently has an annual operating budget of approxima sly $10 
million and a total staff of 100. 
Responsibilities: The Director of Development reports to the Executive Vice President 
and also works with the President and members of the Board of Trustees in developing 
strategies for and managing the fundraising activities of the Society. The Dir ctor of 
Development has oversight responsibility for all development-related activities Society- 
wide and directly manages most of the Society's development components, irluding 
the annual fund, program fundraising, special events, individual membership „capital 
gifts, planned giving and development information systems. The Director will also be 
involved, as appropriate, in the solicitation of major support for unrestrict-d and 
programmatic purposes. The Director supervises a staff of eight. 
Qualifications: The ideal candidate will be a highly motivated professional with a 
successful background in business or banking who wishes to make a Career change or 
an individual with a proven track record in non-profit institutional developmen: From 
whatever discipline the successful candidate comes, he/she must have experier-e with 
rose of Asia and must have a commitment to the overall mission of The Asia 
jety. 
The ideal candidate will be a high energy individual with the skills necessary to motivate 
the staff and volunteer leadership of The Asia Society in order to tap its full funccaising 
potential. Excellent oral and written communications skills are essential. 
B.A. required. Graduate work in a field related to Asian studies or International Affairs, 
or equivalent professional experience, is highly desired. 
Candidates must currently meet all applicable U.S. government requirements fo lawful 
employment in the U.S. 
Compensation: Commensurate with experience, 
Please reply in writing to: 
Box 9201 
Review Publishing Company Limited 
GPO Box 160, Hong Kong 









The University of Waikato 
Hamilton, New Zealand 


Visiting Lecturer in Politics 
(Ref. A91/96) 


The University of Waikato invites applications from suitably qualified persons for a 
Visiting Lectureship in the Politics Department. An appointee will be required to 
teach two undergraduate courses in "Women and Politics” and “The Poliacs of 
Human Rights" (both at third year level). The position will be available duri :g the 
second semester of 1992 (July to November). 


The remuneration will be a fixed taxable fee of NZS18,720 and an apprepriate 
expenses grant. 





The Politics Department has an undergraduate course enrolment of 2,000, waile at 
the graduate level 35 students are enrolled in 1991. The Department encourazes an 
active research programme and at the moment 8 students are enrolled for the DPhil 
degree. The Department has an academic staff of 13 and two Visiting Lectureships. 


Enquiries of an academic nature may be made to Professor D Bing, Chairperson of 
Politics (tel. (64 7) 856 2889; fax (64 7) 856 2158). Information on the method of 





The International Federation 
of Red Cross and Red Crescent Societies 


seeks 


Director of Information 


to develop the information management of the Federation and to encourage 
corresponding developments throughout the National Red Cross and Rec 
Crescent Societies in support of the organisation's humanitarian services. 


The Director of Information reports directly to the Secretary General (CEO) 
This post is based in Geneva. 


The Director is expected to provide leadership in transforming the Federation's 
existing information management and telecommunication activities into ar 
integrated, strategic resource for making more timely and informed decisions 
to prevent and alleviate human suffering and to create more public awareness 
ofthe organisation's work. He/she has responsibility for overall communicatior 
goals of the organisation, to develop creative telecommunications/compute 
network strategies to support the organisation's policies and goals, and tc 
better educate other executives in the Federation on the possibilities of these 
systems. 


Qualifications required include a relevant university degree and successfu 
experience in managing information technology resources in an organisatior 
where the management of such resources has a major influence on the 
quality of the product/service delivered. In addition, leadership, creativity anc 
knowledge of the media are necessary. Excellent personal communicatior 
skills and an ability to work in a multi-cultural and multi-national environmen 
are necessary. Fluency in English or French are required with a goot 
knowledge of the other language. Other languages are an asset. 


The Federation is an equal opportunity employer. 
Please send application and résumé to: 


Human Resources Department 

International Federation of Red Cross and Red Crescent Societies 
(Formerly: League) 

P. O. Box 372 

1211 Geneva 19, Switzerland 
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Cost: US$ 64 per column centimeter 
Column Width: 
1column 41mm 
2columns 88mm 
3 columns 133 mm 
4 columns 183 mm 
Column Depth: minimum 30 mm, maximum 230 mm 


Standard Units: 
1/4 (v) page (230 x 41 mm) US$ 1610 
1/4 (h) page (120 x 88 mm) US$ 1680 


1/2 (v) page (230 x 88 mm) US$ 3220 
1/2 (h) page(120 x 183 mm) US$ 3360 
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Seeking a presence in the U.S 
Consultancy seeks to help (xx) comp 
nies through competitive intelligenc 
marketing, media relations and mot 
Sophisticated service, with excelle 
track record. Buckman Associates, 31 
Fourth Avenue #1100, Pittsburgh, f 
15222, telephone: USA 412-471-634 
fax: 412-471-6349. 


Hel team Wed Sather 


M AIN B EACH GO L D COA S T A U S TRDA LI A 
nnda MI SEMEN EMT. WHILE MANY WILL DESIRE EXCLUSIVE FEATURES INCLUDE 


THE LIFESTYLE INHERENT WITH e: 
THESE MULTI MILLION DOLLAR ° ABSOLUTE BEACH FRONTAGE 


vem. a APARTMENTS ONLY FIVE ^ND PRIVATE BOARDWALK 
M * ROOF TOP ENTERTAINING 


PRIVILEGED OPPORTUNITIES c. 
AWAIT THE VISIONARY BUYER ° “LASS BOTTOM POOLS AND 











FULLY EQUIPPED 
THE REWARD A PHENOMENAL POOL SIDE BARS R ; 
PACKAGE OF ARCHITECTURE TO EACH APPARTMENT eview 
AND INTERIOR DESIGN * DESIGNER KITCHENS p > 
EACH APARTMENTIS e THREE LOCK UP GARAGES Classified Sections 
ABSOLUTELY INDIVIDUAL PER APARTMENT 


The classifications available in this sec 
tionareas follows; when booking, pleas 
state your requirements: 


BRILLIANTLY APPOINTED * STATE OF THE ART SECURITY 
SECURE AND PRIVATE * ON SITE CONCIERGE / BUTLER 





MARKETING AGENT MR JOHN LEES 
MR MICHAEL NELSON FERRIER HODGSON MARFAN 
RAY WHITE SURFERS PARADISE 31 CHARTER RD HONG KONG 


(ISD) FAX 61 75 701 344 FAX 852 521 7632 
(ISD) PHONE 61 75 381 555 PHONE 852 820 5600 
(TO BE OFFERED SEPARATELY ) 
TENDER CLOSES 14 TH FEBRUARY 1992 


Appointments 

Business Equipment 
Business Opportunities 
Business Services 
Conferences & Exhibitions 
Courses & Seminars 
Education 

Fellowships 

Hotels & Accommodation 
Investment Opportunities 





To place your classified ad, fax: Hong Kong (852) 8346051 or call: 


Notices 
Hong Kong 8328473 Sydney 3639736 Seoul 7856665 Personal 
Singapore 2203720 Jakarta 5703123 London 3340008 ee t 
M ositions Wanted 
Tokyo 3270025] Taipei 7775723 New York 8086618 Publications 
; Residential Schools 
Bangkok 3913275 Manila 8273950 Auckland 4130561 Universities 





HOLD IT RIGHT THERE! 


AN EXTRA HAND 
FOR ONLY US$13.95* 


Yes, that's exactly what Grippa 
is - an extra hand to hold copy at 
a height and position that's 


perfect for you. 


* Reduces back and 
neck aches 

* Reduces eye strain 

* Uses no desk space 

* Folds away neatly 

* Fixes left or right 

* Non-magnetic 





GRACIOUS COUNTRY HOME 
LESS THAN AN HOUR FROM 
MID-TOWN MANHATTAN 





BUSINESS AFFAIRS 


RESEARCH 


AND 


INNOVATION 


Seeing is believing 


e know what computers look 
like on the outside, but how 
about from the inside? As 
data and instructions ricochet 
between memory and processor, what do 
software programmes look like? 

To be sure, there are conventional ways 
of representing software. The most com- 
mon is a simple textual listing of codes. At 
a higher level of abstraction, block dia- 
grams and timing charts can be used. 

The most vivid representations of soft- 
ware have come from animated films, most 
notably the 1982 Walt Disney movie, Tron. 
In this film, programmes were depicted 
anthropomorphically as tiny people zip- 
ping around inside a computer on stylised 
motorbikes, desperately trying 
to avoid destruction by a ma- 
fevolent master programme. 

Science, however, is begin- 
ning to catch up with science 
fiction, thanks to a technique 
zalled software visualisation 

hat is emerging from Japanese 
saboratories. Software visuali- 
sation enables programmers to 
see their creations for the first 
"ime — in three dimensions 
and in colour. 

The first application for 
software visualisation is an 
mmbitious large-scale control 

»rogramme for Tokyo Electric 
'ower Co. (Tepco). Managing 
lihe combined output of a vari- 
ty of different power plants to 
»chieve the most efficient mix 
mas long been one of the power industry's 
reatest technological challenges. 
Tepco envisages the automatic control 
f a vast power network of three nuclear 
wer stations, 29 thermal power plants, 
water power plants, 1,300 substations 
ind up to 18,000 km of power lines. At 
resent, Tepco's power network has three 
»evels of control: local, intermediate and 
entral. But because of the complexity in- 
wolved in coordination, each level is man- 
weed separately by human operators. 





Four years ago, researchers at Tepco's 


ymputer and communications research 


entre in Tokyo teamed up with Michitaka 


familiar with Hirose's work. 

The basic idea is to combine in a three- 
dimensional space the virtues of block dia- 
grams, which are used to check the rela- 
tionships between tasks carried out by a 
programme, with those of timing charts, 
which are used to synchronise when tasks 
begin and end. The two-dimensional result 
looks like a cross between a musical score 
and a subway map. But with depth, it be- 
comes easy to see processes proceeding 
concurrently. 

Software visualization is based on the 
tools of virtual reality, a rapidly growing 
field that originated as a spin-off from 
cockpit simulators. Its illusion of three di- 
mensions is generated by goggles equip- 





Walking through the software. 


ped with liquid-crystal shutters. The shut- 
ters are synchronised with a computer 
screen on which each eye's images are al- 
ternated 120 times a second. 

For an input device, a glove, with sen- 
sors based on optical fibres running along 
each finger, detects gestures. As a pro- 
grammer gestures with the glove, a dis- 
embodied hand appears on the screen. The 
hand moves through the three-dimensional 
environment, allowing the wearer to con- 
nect and disconnect at will, plucking 
processes off time lines as if they were 
washing. 

Tenco’s current ragporch copcgpt vos 


For example, the visualisation sys! 
could help detect two processes want 
to use the same file at the same time. ] 
is a common error in programming ! 
brings processing to a halt. Another c 
mon bug is “livelock.” This occurs whe 
sub-routine from a programme gets st 
in a never-ending loop and cannot c 
plete its task. 

Tepco’s long-term goal is to deve 
software. Instead of tapping lines of c 
into the computer, the programmer of 
future will strap on goggles and slip on 
glove. Looking like Jacques Cousteau i 
acting like Andre Previn, he will con; 
up software out of air. 

Computer hackers gesticulating wil 
may sound funny. But the : 
ings in development time | 
software visualisation co 
bring about are not tri 
Hirose believes programn 
will take to the goggle-a 
glove interface as ducks 
water. The result could be 
ductions in programming t 
of up to 50%. 

Nor is the applicability 
the method limited to elec 
power control. Conglome 
networking is a general pi 
lem in advanced compt 
systems. It is not difficul 
think of other possible ar 
cations, such as internatic 
air-traffic control. 

But as with any fledg 
technology, there are plent 
problems to overcome. One is the ques 
of how much detail to include in sim 
tion. With increased detail, the closer : 
ulation becomes to the real thing. Bu 
the same time, too much detail complic 
a picture, making it difficult to deal w 

Meanwhile, Tepco's researchers F 
created a simulated three-dimensic 
control room in a power station. The ri 
contains simulated closed-circuit cam 
that can monitor what is going on out: 
(The footage that the cameras show co 
from a real power station.) 

The idea is to optimise control-r 
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and finance to steel production. 

"With complete control over manufacturing 
operations, our steel productivity and quality have 
exceeded our expectations. Whats more, Digital's 
flexible approach to our computing needs means we 


can expand our operations as and when we like.” 






Digitals computing solutions open your 
company to a world of choices you never thought 


possible. You can optimize your investment by 





integrating new and existing systems, data and 


applications. And our unique NAS products give vou 





the assurance that solutions put in place today will 


"Few in the steel industry would have thought work superbly with ones developed in the future — 
it possible. But in little more than 20 years, our whatever industry you're in. 
company has become the world's third-largest For further information, write to Digital 
steelmaker. Digital's open networking systems and Equipment Corporation, Marketing Department, 20/1 
services have been an essential part of our Fleet House, 38 Gloucester Road, Hong Kong 


phenomenal growth ever since the early days,” said 


Lee Sang-Gil, General Manager of Computer 


System Planning, Pohang Iron and Steel Co., Ltd., DIGITAL 
Korea. « e | INTEGRATES ALL 
“Digital knew what we wanted, and together ; m YOUR SYSTEMS 
we designed a system that has made POSCO a * l T x = AND OPTIMIZES 
symbol of Korea's economic success. Digital's NAS | a - "sd ds ‘8 YOUR 
(Network Application Support) open computing dos bU INVESTMENT 


products and services helped us integrate 40 
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Nediloyd Lines 


Then it's time you got to 
know Nedlloyd Lines; one 
of the world's largest 
shipping companies. 

And the most innovative, 
too. 

We ensure that your goods 
are transported with speed 
and safety at the right 
price. 

We've developed a 
remarkable new generation 
of container ships called 
Time Savers' which enable 
us to reduce the time, and 
thus the cost, it takes to 
load and unload con- 
tainers. 

In fact, we designed ‘Time 
Savers' to save you time 
and money that could be 
better spent on your core 
business activities. Time 
Savers' are just one of the 
many PLUSES you'll get 
from Nedlloyd Lines. 

If you'd like to know more 
about our PLUS CONCEPT, 
just write or call us. 


—— M —— — — — — 


Nedlloyd Lines 
P.O, Box 240 
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darker view 
bangladesh has great scope to make im- 
wrovements in the political, economic and 
wevelopment sectors provided Prime Min- 
Ker Begum Khaleda Zia and her govern- 
ment utilise the opportunity [A turning 
wint, 12 Dec. '91]. 

Presenting an optimistic picture of the 
mture is perhaps the only way left to raise 
me morale of a nation which has been sub- 

sted to beggary and insecurity by the 
»rrupt and dictatorial regimes of former 
residents Maj.-Gen. Ziaur Rahman and H. 
&. Ershad. There is no realistic reason for 
e majority — most of whom do not have 
e means to put together a proper daily 
seal — to believe that there will be any 
provement in the condition of their lives 
nder the present regime either. Khaleda 
as neither the time nor the will to do any- 
ing in that direction, as she is too busy 
welling opponents by providing arms and 
litical support to her muscle-men who 
sve been instrumental in political killings, 
tortion rackets and campus unrest. 

At a time when almost all economic ac- 
rity in the country has come to a halt, her 
n has become a multi-millionaire busi- 
*ssman overnight. Instead of freeing tele- 
sion and radio from the strong grip of 
e government, she has turned them into 
r private property. Immediately after 
ming to power she ordered the Tv and 
lio stations not to commemorate the 
niversary of the assassination of the 
unding father of Bangladesh, Sheikh 
ujibur Rahman. What development or 
‘provement can people expect from a re- 
ne which keeps itself busy in such un- 
mocratic activities? 


enna I. JAHAN 


nguins and khakistrocrats 
tween a rock and a hard place: the pro- 
tb aptly describes where the Thai people 
d themselves. But two passages in re- 
it books can be contrasted in order to 
shlight the moment. 
First, from V. S. Naipaul's India: A Mil- 
1 Mutinies Now: "Power came from the 
ple. The people were poor; but the 
wer they gave was intoxicating. As high 
a man could be taken up, so low, when 
lost power, he could be cast down. So 
legislators were in a frenzy from the 
rt, and in constant movement, like a 


2 


alignment and realignment there were no 
principles or programmes. There were only 
enemies or allies: penguin politics." 

Set against this, a passage from Witold 
Rybczynski's Paper Heroes-Appropriate 
Technology: Panacea or Pipe Dream: “If a 
country is to develop according to its par- 
ticularities, which particularity should 
technology respond to? Climate, geogra- 
phy, politics or culture? How does one 
judge which cultural particularity is fixed 
and which likely to disappear? Religion? 
There may be half a dozen religions. How 


are priorities assigned? Entrepreneurs in | 


many less developed countries belong to 
racial minorities: their particularities may 
be different than those of the majority. 
What about political particularities? How 
does one respond to the particularities of a 
regressive, narrow-minded Kakistocracy?” 





The dictionary defines that last word as | 
“the government of the state by the worst | 


citizens,” But since the generals in Thai- | 


land have not yet hoisted aboard the con- 
cept that military virtues are civilian vices, 
we can coin a new word and expand on 
the original meaning. The dilemma facing 
the citizens of Thailand can then be ex- 
pressed thus: they are marooned between 
the penguins and the “khakistocracy.” 
Chiangmai, Thailand 


Neo-Nehruism 

When I saw the headline Paying for the 
past [26 Dec. ’91], I thought that at last the 
REVIEW would finally live up to its respon- 
sibilities on Indian coverage. But, alas, | 
read the same old rubbish in Hamish Mc- 
Donald's new packaging — I think we 
should dub it “neo-Nehruism.” The whole 
population debate is a red herring. 

What happened was that after the first 
Indian five-year plan, based purely on tar- 
get planning, and the amazing economic 
growth during the mid-1950s, Nehru and 
Mahalanobis — with the help of Lange of 
Poland, Range of Norway, Bettelheim of 
France and all the other dreary foreign and 
domestic communist fellow-travelling 
economists — adopted Soviet-style plan- 
ning for India. That dictated vast sums of 
foreign aid, but worse still, of Indian sav- 
ings dumped into huge and totally un- 
productive state capitalist projects while 
the private sector was persecuted and 
crippled. 


AYE OVAN | 


That 35-year attempt to clone an Indian | 


economic system from the Soviet model is 


the problem. For the current Indian disas- | 


HONG KONG CELEBRATES 


A NEW CENTURY 


With the opening of the Century Hong 
Kong Hotel, you can now experience 
new levels of comfort and convenience. 
The location is ideal. Right in the heart 





of Wanchai, where you will be conve- 
nient to shopping, entertainment, the 
subway station and Star Ferry. While the 
Convention & Exhibition Centre is justa 
few steps by covered walkway. In each 
of our 500 rooms, we've provided the 
ultimate in modern technology — a 
sophisticated smart phone system and 
satellite NICAM TV. There arc also such 
traditional amenities as a fitness centre 
outdoor swimming pool. 
Italian restaurant. And our own 'Royal 


and an 


Club' executive service on the top three 
floors. All the conveniences of our loca- 
tion in Wanchai. All the comforts of a 
hotel fully equipped for service. It's little 
wonder Hong Kong is celebrating the 
arrival of the Century Hong Kong Hotel. 


Reservations: 
Hong Kong (852) 598-8888 
Jakarta (62) 21-571-2041 * Tokyo 


(81) 3-5683-5683 © Utell International Worldwide 


Delton Reservation System 
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CENTURY 
HONG KONG 
HOTEL 


238 Jaffe Road, Wanchai, Hong Kong. 
Tel: (852) 598-8888 Fax: (852) 598-8866. 
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The Project 

Australia’s largest specialist 
defence company, Australian 
Defence Industries Ltd (ADI), 
is the owner of 1535 hectares 
of land in western metropolitan 
Sydney. The land is no longer 
required for its current purpose 
as a munitions manufacturing 
facility and will become available 
for redevelopment. 

Strategically located at the 
heart of Sydney’s growth district, 
the site offers an opportunity for 
large scale housing, industrial, 
commercial and recreational 
development. 


ADI 
ST MARYS SITE 


S 


Sydney and St Marys 
Sydney is the capital of the 
state of New South Wales. and is 








St Marys is located within the 
local government areas of Penrith 
and Blacktown which are 
amongst the fastest growing areas 
in Australia. 





Closing Time and Date 

ADI seeks expressions of 
interest from land developers, 
financiers and managers. 
Submissions will be used to 
establish a short list of groups or 
individuals to be invited to 
tender as participants in the 
development. 

An information package is 
available from the address below 
and submissions will be received 
until Friday, 7 February, 1992. 

Please address enquiries to: 
The Company Secretary, ADI 





LETTERS 


bankruptcy. But what is the REVIEW's e 
cuse for continuing to participate in tl 
“cover-up.” 


New York SOL W. SANDE 


Sovereign right 

Sun Tung-shan's letter on Taiwan's effoi 
to achieve recognition as a sovereign enti 
[12 Dec. '91] confuses two entirely diffe 
ent matters: whether Taiwan's Ku 
mintang (KMT) rulers enjoy sovereign 
over China, and whether China holds sc 
ereignty over Taiwan. 

While Sun is quite correct to argue tl 
most of the world has long since accept 
the legitimacy of the People's Republic 
China, such recognition does not, howev 
dispose of the question of Taiwan's stat 
in international relations. 

Admittedly, both the KMT and the J 
king regime insist that Taiwan is an in 
gral part of China, though the histori 
and legal basis for such a claim is far fre 
firm. However, the option of making 3 
wan an independent nation, permaner 
separated from China, is currently the s 
ject of fierce political debate in Taiwan. 

The people of the Baltic states recer 
asserted their right to self-determinatiow 
the face of powerful neighbours' claims 
sovereignty. | assume that Sun would c 
cede the people of Taiwan the same rà 
to determine their future for themselve 
Falls Church, Virginia MARC J. COI 


Choosing sides 

| think the letters about Denise Chai's ¢ 
cle [China's Chosen people, 7 Nov. 
probably total more words than the art 
itself. In my own column in the D 
Yomiuri, my headlines are written for 
so I wonder if Chai is carrying the can 
something she had nothing to do wit 
certainly wince at some of the headb 
they stick above my by-line. 

Round One began with John Lee's 
ter complaining about Chosen on a ling 
tic basis. He touched on the idea that « 
meant Chosen as a play on “the chosen 
"selected." But as you see in the 28 
vember letter, he rejected this argur 
"^... as I read her article... it became « 
that she did not." 

How does he come to this conclus 
On what basis is Lee persuaded that 
meant Chosen in the (arguably) pejor. 
Japanese sense? There is nothing in 
to support his argument and Lee's 28 


M eS 


wn Chai's use of language. Then he throws 
Ma a linguistic red-herring " . . . the very 
‘llable sen is not found in the Korean vo- 
webulary.” Perhaps he read my letter as 
warelessly as he read Chai's article. 

Lee's letter of 16 January is rather better 
gued than his earlier missive. Had that 
»peared as his comment on 28 November 

we matter would likely have rested. But 
ere is a larger issue here — the idea that 
reigners are permitted to praise Korea 
mat never to comment critically. This in- 
mdious premise tinges reporting on the 
»reas by intimidation. If Lee's intention is 
wear down your reporter on the premise 
vence bitten, twice shy," I am sure he will 
*» disappointed. 


wekyo DALE BAY 


"nal solution 
me present antagonism in some Indian 
Sions against female births, caused by 
ibearable economic burdens based on the 
»wry system, appears as nature's reaction 
general over-population on the Subcon- 
ment and mortal danger to the survival of 
se planet's support system in particular. 

It has been amply proven that not even 

authoritative Marxist society, such as 
mina’s, can dent the human urge to multi- 
v significantly through penalties or eco- 
wmic disadvantages to offspring born 

tside official quotas. 

The tempting offer by some Indian 
wortion clinics to save the women with a 
male foetus the sum of Rs 49,400 
95$1,913) by spending only Rs 600 is the 

"st effective birth-control formula ever 
vised outside of castration. 

In the "good old days," when wars con- 
med many males, the four-wives solu- 

n was offered the few remaining men. A 
implete reversal of the theme, to be ex- 
«ted as a result of the abortion clinics’ 
"wry-saving formula, may, in my opi- 

m, never reach previous reproduction- 

lation levels nor family harmony re- 
red for national unity. However, a lit- 

-known money-saving arrangement 
»ng the above lines was practised among 
Wish guest workers last century in the 

oming coal and iron-ore mines of Ger- 

ny. Two miners, one on the day and the 
ser on the night-shift, shared one wife. 
mutprakarn, Thailand RUDOLF VOLL 
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business traveller needs to keep 
in touch with what's going on in 
the Asian region. 
That's why it provides executive 
guests with the most 
authoritative publication 
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President Roh stops short of total 
backing for Kim Young Sam as the 
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Following the revelation of scandals at 
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official action for speculative practices. 
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been told by government officials to 


bureau chief Michael 
Vatikiotis reports that Pa 
Islam (Pas), which contre 
the state government, ha: 
been careful to exercise 
moderation in its introduction of Islam 
principles and is trying to attract foreig 
investors. Even so the state remains 
far behind most of peninsular Malaysia 
in income levels and industrialisation. 
The Kelantan experiment is being 
watched closely by Thailand which 
has its own Muslim community in the 
south 23 
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Malaysia : Islam and 
Business 

The Kelantan state 
government in northern 
Malaysia has become a test 
case of whether an Islamic 
opposition party can deliver 
economic success in the face 
of obstacles placed in its 
way by the ruling National 
Front coalition. So far the 
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Singapore that what was billed as a 
major US initiative on the environme 
was all but buried and had to be re- 
launched from Washington. The 
proposed US-Asia Environmental 
Partnership envisages cooperation 
between US Government agencies a 
businesses, governments and 
community groups to help improve 
Asian environment. 


businesses, some of the nine major 
companies also engaged in international 
finance, including, in recent years, so- 
called zaiteku, or management of their 
funds in international capital markets. 
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ne year away from the end of his 
term, President Roh Tae Woo has 
| given the strongest hint yet that 
he will back Kim Young Sam, a 
"former opposition leader who is now the 
ruling Democratic Liberal Party's (DLP) 
sexecutive chairman, as the next president 
tof South Korea. 
But Roh’s expression of support for Kim 
. a news conference on 10 January fell 
short of the firm commitment that had 
been expected, and in effect leaves the 
nomination to be settled by a national con- 
vention of the DLP, to be held most pro- 
bably in May. Instead of categorically en- 
orsing Kim, Roh said he wanted him to 
ice the test of an open and fair contest for 
ie leadership. | 
. The battle could be à tough one since 
im faces at least two serious rivals for the 
LP nomination, both of whom have long 
ack records as leaders of major intra- 
party factions. The 64-year-old Kim, by 
“contrast, joined the party only two years 
ago after a merger between the DLP and his 
_ Reunification Democratic Party. 
= < Rob’s insistence on free voting at an 
open party convention marks a sharp 
_ break with the traditional political culture 
of the country, where candidates for high 
Office are chosen by consensus among a 
handful of party bosses. The shift to a more 
open approach is likely to be lauded as 
evidence of Roh's continuing commitment 
to democracy, but could also plunge the 
party into deep uncertainty. No presiden- 
tial candidate from the ruling party has 
ever fought for grassroot votes from con- 
vention delegates in South Korea's history. 
.. For Kim, who once lost precisely this 
-kind of nomination fight to his rival, Kim 
-Dae Jung, in the opposition, the prospect 
-öf having to seek support from the DLP’s 
6,200 nationwide delegates could hardly be 
less welcome. Kim leads a relatively small 
.intra-party faction consisting of 53 legisla- 
tors. This compares with the 125 or so be- 

















SOUTH KOREA 


Vim Young Sam gets qualified support for presidency 


as reservations 





Park has been one of three pillars support- 


ing the conservative DLP coalition. 

Although not a charismatic figure, Park 
controls an estimated 65% of the conven- 
tion delegates as opposed to 24% control- 
led by Kim. 

The third and smallest group is headed 
by Kim Jong Pil, former prime minister in 
the government of late president Park 
Chung. Hee. Representing the central 
Chungchong región, his faction consists of 
about 40 legislators and 11% of national 
convention delegates. A party co-chairman 
along with Park, Kim Jong Pil has come 
out clearly in opposition to Kim Young 
Sam. 

In the eyes of Park and Kim Jong Pil, 
Kim Young Sam himself is the issue as his 
leadership qualifications are perceived as 
amounting to little more than a lifelong 
record in opposition. Although he fought a 
presidential election in 1987. against Roh, 
Kim Young Sam is seen as pe on issues 
and lacking in charisma. = 

Within the party, he has come under 
attack for — to red a clear leader- 





a clear choice of a successor. It seems 
has settled on buying time to see if J 
Young Sam can deal with the various c 
lenges he faces during the next 
months. : 

At a nationally televised news cor 
ence on 10 January Roh indicated th 
general election for the National Asser’ 
wil be held in March, and said he 
asking Kim to manage the DLP’s gex 
election campaign. Roh added that 
would leave him free to concentrats 
fighting inflation — now running à 
annual 10%. Roh also wants to prepar 
a ground-breaking summit with N 
Korean President Kim I Sung. 

The responsibility for running the } 
general election campaign is fraught 
risks for Kim Young Sam. He could € 
lose the party's presidential nominati 
he fails to pull in a strong govern: 
majority at the National Assembly. 
lysts said a loss of more than 20% fros 
party's current parliamentary stre 
would be regarded as a major setbac 
him. 

Roh has ane Ai heavy da 









arliamentary system, but his critics main- 
ined that he wanted to retire from the 
esidency and continue wielding political 
“ower as the head of the dominant party. 
hat criticism is no longer valid because, 
» maer an executive e a retired 
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active politics as well. 

In a related development, Roh also an- 
sounced that the elections for provincial 
sovernor and city mayors promised for 
“ais year would be postponed by at least 
$ne year and possibly for longer. The presi- 
ent s justification was that too many elec- 
- ons in any one year could be prohibitively 
Deive and political destabilising. This 
Wecision has thrown opposition leader Kim 

wae Jung off balance as he was planning to 
make gains in the provincial and city polls, 

which in turn could act as a check on the 
“iP during the presidential voting.  . 
Kim Dae Jung and other opposition 
aders have already charged that Roh has 
stponed provincial and city elections in 
der to prevent new governors and may- 
from keeping a watch on DLP’s corrupt 
section practices. 

The results of the parliamentary elec- 
ns in late March may seriously affect the 
tcome of voting for president in Decem- 
r. The opposition's attacks on inflation 
sad other economic ills including a widen- 
g trade deficit could cause setbacks to the 
P in urban constituencies, especially in 
se metropolitan areas around Seoul. 

Another serious embarrassment for the 
_avernment as parliamentary elections ap- 
^oach is the recent allegation that Roh ac- 
»pted large political donations from busi- 
*ss leaders. Roh's credibility has slipped 

ons | in recent weeks over other claims 

: yet to be substantiated — that it was 
armer president Chun Doo Hwan, not 

oh, who produced the democracy pack- 

se of 29 June 1987 that led to acceptance 
free elections in South Korea. 

Interestingly, some of these charges 
»me from a new political group launched 
Ns month by South Korea's leading busi- 
*ssman Chung Ju Yung, until recently the 

ad of the giant Hyundai business group. 

a frontal attack on Roh, Chung has de- 
ared that he donated up to Won 10 bil- 
an (U5$13.24 million) to the president just 

*o years ago — the money was to be 
vent for the “needy.” 

Chung’s sensational claim has sharply 
cused public attention on the Unification 
ational Party, formed by an odd collec- 
m of retired bureaucrats and diplomats 
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MP's arrest deals fresh blow to Miyazawa 


Poisoned friends 


M RR 


By Robert. Delfs i in Tokyo 


— A" 


he embattled cabinet of Prime Min- 

I ister Kiichi Miyazawa suffered yet 

another serious blow on 13 January 

when Fumio Abe, a former minister who 

is also a close Miyazawa associate, was ar- 

rested on suspicion of taking bribes from 

Kvowa Corp., a now bankrupt steel-frame 
manufacturer. 

Abe, 69, is the first incumbent MP to be 
arrested since 1976, when former prime 
minister Kakuei Tanaka and two other 
MPs were arrested in connection with the 
Lockheed bribery scandal. The bribery in- 
cident is alleged to have occurred when 
Abe was director-general of the Hokkaido 
and Okinawa Development Agencies from 
August 1989 to February 1990 in the cabi- 
net of Miyazawa's predecessor Toshiki 
Kaifu. 

"] deeply regret that a former state 
minister has been arrested 
on a bribery charge," 
Miyazawa said in a pre- 
pared statement. Although 
there is so far no evidence 
that Miyazawa is person- 
ally involved, the arrest of 
a close political associate is 
certain to further weaken 
his authority as prime min- 
ister and may well provide 
the opposition with an ex- 
cuse to disrupt the next 
regular session of parlía- 
ment. 

The scandal also further 
dims the ruling Liberal 
Democratic Party's (LDP) 
prospects for regaining its 
Upper House majority in the elections 
scheduled for next July. Yuichi Ichikawa, 
secretary-general of the opposition Komei 
Party, has already issued a statement de- 
manding that Miyazawa take responsibi- 
lity for the Abe affair. 

The arrest of a former cabinet minister 
may force the Miyazawa cabinet to address 
the question of political reform. That issue 
has been dormant since three political-re- 








Miyazawa, in December, shortly after | 
first allegations that he had received ille 
contributions. He had earlier played a le: 
ing role in Miyazawa's campaign for. 
premiership. 

Prosecutors allege that Abe accept 
¥80 million (US$640,000) from Kyowa d: 
ing 1989 and 1990 in exchange for inforn 
tion about government plans to builó 
new expressway between Hakodate a 
Esashi in Hokkaido. Abe also allegec 


: tried. to steer construction contracts. 
“Kyowa. © 


Abe has admitted receiving ¥1 00 à n 
lion from Kyowa in legal — cont 
butions, but denied using his political 
fluence to aid the company. Former Kyo: 
executives, however, reportedly said px 
ments to Abe actually totalled X600 m 
lion, according to the Mainichi newspap 

Chief Cabinet Secretary Koichi Kato c 
nied speculation that any of the funds A 
allegedly obtained frc 
Kyowa were used ` 
Miyazawa's campaign 1 
the LDP presidency in 19 
The acting chairman. 
Miyazawa's factio 
Kunikichi Saito, also stat 
that the Kochikai was r 
involved in what he c 
scribed as "Abe's persor 
problem." 

Miyazawa failed } 
first legislative test in E 
cember when a bill to a 
thorise Japanese Self E 
fence Force participation 
UN Peacekeeping Ope: 
tions (PKO) was unex 
edly defeated. That ey 
sode was particularly damaging because 
appeared that Miyazawa had been fore: 
to abandon the PKO bill as part of a de 
with opposition parties to squelch a ne 
round of embarrassing questions in parli 
ment over Miyazawa's involvement in t 
Recruit bribery scandal. Discrepancies 
Miyazawa's testimony regarding the R 
cruit affair led to his resignation from t 
posts of deputy prime minister and finan 
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Pakistan deal bolsters China's defence industry 








3y Tai Ming Cheung in Hongkong and 
salamat Ali in Islamabad 


n agreement for China to build a 
A nuclear-power station in Pakistan is 

a major step forward in the two 
-ountries’ civilian nuclear ambitions. It 
neans that Pakistan’s nuclear-power pro- 
zramme is finally on the move again after 
»eing stalled for two decades by interna- 
tional concerns over Islamabad's covert 
afforts to develop a nuclear bomb. The deal 
is also a significant boost to China's at- 
tempts to diversify the exports of its de- 
fence industry from primarily arms to ci- 
vilian products. 

The contract was signed at the end of 
December in Peking by the heads of the 
two countries’ nuclear industries. China 
will install a 300-MW pressurised water 
reactor at Chasma, 140 km southwest of 
Islamabad, and will also supply nuclear 
fuel to run it. The project will cost a 
giveaway US$500 million, with Pakistan 
paying for local expenditure and China 
providing funds for foreign exchange 
needs. 

China will also transfer nuclear tech- 
nology to Pakistan as part of the agree- 
ment, said Pakistani President Ghulam 
Ishaq Khan without giving specific details. 
He pointed out that the deal was con- 
cluded as part of the two countries’ 1986 
agreement on cooperation in the peaceful 
use of nuclear technology. 

The project will be placed under the 
supervision of the International Atomic 
Energy Agency (IAEA) to allay major inter- 
national concerns over possible military 
spin-offs. China appears to have strongly 
urged the need for international monitor- 
ing of the project following a series of em- 
barrassing incidents in recent months in 
which Peking was discovered to have se- 
cretly supplied nuclear technology to Iran 
and Algeria, though Chinese officials in- 
sisted that the transfers were for peaceful 
uses. 

China has long been suspected of pro- 
viding limited assistance to Pakistan's nu- 
elear-weanons nroeramme, though ana- 











Nuclear ambitions 


mer to sign the nuclear Non-Proliferation 
Treaty (NPT), a decision that will be ratified 
by the country's parliament this spring. 
China's accession to the NPT means that all 
its future nuclear exports will have to be 
inspected and cleared by the IAEA. 

However, Pakistan is not a signatory of 
the NPT, and says it will only sign the 
treaty if India also agrees to. But New 
Delhi has stated that it has no intention of 
doing so. Islamabad's refusal to accede to 
the NPT has held up the country's nascent 
nuclear-power programme for the past two 
decades, though it was able to acquire a 
Canadian reactor at the beginning of the 
1970s before its NPT status became a 
pressing issue following India’s detonation 
of a nuclear device in 1974. 
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Ishaq Khan: peaceful cooperation. 


The disclosure that there was a secret 
facility at Kahuta, near Islamabad — set up 
in the mid-1970s to produce enriched ura- 
nium, a key material in the production of 
nuclear weapons — further thwarted Pa- 
kistan's attempts to import nuclear-power 
facilities. The US decided to suspend all 


from the international nuclear communi! 
French President Francois Mitterrand's à 
nouncement during a visit to Pakistan 
February 1990 that France would al 
supply Pakistan with a 900-MW nucle 
reactor was also a breakthrough f 
Islamabad. 

Despite the heavy political and fine 
cial costs of acquiring foreign nuclear te 
nology, Pakistani energy officials say tl 
the development of a substantial nucle 
power generating capability remains a t 
priority because of the country's incre 
ingly inadequate energy supply. T 
power shortfall is estimated to reach 4 
MW by the end of the decade, and | 
government wants nuclear-power static 
to fill at least half the deficit. This wot 
require Pakistan to import at least three 
four more nuclear-power stations over 
next few years. China would be a pri 
candidate to supply these additional re 
tors, given the extremely low cost of 
Chasma deal. 

The Chasma reactor is the first-ever | 
eign contract won by China to build a f 
scale nuclear-power plant, and represe 
a considerable challenge for the burge 
ing nuclear industry. The country's 1 
indigenously built power station 
Qinshan in Zhejiang province only be 
trial operations last December. Const 
tion of the 300-MW pressurised water 
actor took six years, and was riddled v 
problems and delays. Construction « 
Sino-French nuclear-power station at L 
Bay in Guangdong province has b 
similarly plagued by difficulties. 

Nonetheless, the Chasma deal rej 
sents a considerable boost to the Chi» 
nuclear industry's hopes of becomir 
major exporter. Offering prices sig) 
cantly cheaper than Western competi 
the Chinese are looking to capture à 
stantial share of the nuclear-reactor ma 
in the Third World. The Chinese empk 
the same sales strategy with consider 
success for its arms exports during 
1980s. 

But with a growing contraction ir 
international arms market, which has 
a rapid decline in Chinese arms sale 
the past couple of years, the Chinese 
fence industry is now looking to ex] 
its exports of high-technology civ 
products to compensate. The nuclea 
dustry is leading the way in the switc 
of its priorities from military to ciy 
production. 

The Chinese nuclear industry has 
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Jhinese official tries to split liberal forces 


Sowing division 


y Stacy Mosher in Hongkong 
n eight-day visit to Hongkong by 
A the head of the Chinese State Coun- 
| cil’s Hongkong and Macau Affairs 
ffice, Lu Ping — the first since China and 
ritain signed a memorandum of under- 
anding on Hongkong's new airport 
roject — marked another stage in Chinese 
volvement in the colony’s internal affairs. 
While Lu's talks with Governor Sir 
avid Wilson apparently accomplished lit- 
», the visit scored a notable success for 
e "divide and rule" tactics China has 
*en trying to use against local liberals. 
Lu arrived in Hongkong on 6 January, 
eeting the governor for more than two 
urs. Both sides declined to reveal the 
‘bject of their talks, but they are believed 
have discussed progress on the airport, 
e impasse over the Court of Final Appeal 
ter China resumes sovereignty in 1997 
id reforms to the workings of the Legis- 





lative Council (Legco). 

Lu was reported to have privately ex- 
pressed disappointment over a lack of con- 
crete progress on the issues, a failure that 
he hinted was due to the fact that Wilson 
would be leaving office later this year. 
Wilson's retirement was announced only a 
week before Lu's arrival. 

Lu spent the remainder of his eight-day 
visit meeting community leaders and poli- 
ticians, including members of the Coopera- 
tive Resources Centre, a group of conserva- 
tive legislators which has made open ef- 
forts to establish good relations with Pe- 
king. He also contacted some local liberals, 
but on a selective basis. 

Members of the United Democrats of 
Hongkong (UDHK), the main liberal group 
which won 11 out of 18 seats in the direct 
elections to Legco in September, were 
pointedly excluded from social functions 
that Lu attended. Lu was quoted in local 
newspapers as saying that there was no 


point in Chinese officials meeting peop 
including “some members” of the UDH 
who “didn’t speak the same language 
and who “wished to overthrow the C] 
nese Government.” 

In a clear effort to split the liberal cam 
Lu met members of two smaller libe 
groups, the Association for Democracy ar 
People's Livelihood and Meeting Pois 
Meeting Point, in particular, has retains 
informal contact with Chinese officia 
even though it curtailed official contact fc 
lowing Peking's brutal crackdown on pr 
democracy activists in June 1989. One 
the group's central committee member 
Lau Nai-keung, is a local delegate to th 
Chinese People's Political Consultatiy 
Conference. 

Some members of Meeting Point als 
belong to the UDHK, but joint membershi 
will probably end when Meeting Point bx 
comes a political party later this year. 

Since meeting Lu, Meeting Point ha 
announced that it will send a delegation t 
Shanghai in March, the first trip to Chin 
by a liberal group since the crackdown. 

One member of the UDHK camp say 
that relations between the United Demc 
crats and Meeting Point are "very close. 
But he admits that there was disappoint 
ment over Meeting Point agreeing to se 
Lu in view of his snub to its allies. , 
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Japanese muscle 


By Ted Morello in New York 

The first top-level appointment by new 
UN Secretary-General Boutros Ghali has 
given the impression that Japan is using 
its financial muscle to secure more sen- 
ior UN posts. 

Scarcely a week after taking over on 
| January from Javier Perez de Cuellar, 
Ghali named Yasushi Akashi, UN un- 
dersecretary-general for disarmament 
affairs, as his special representative in 
charge of the massive, multi-billion-dol- 
lar UN peacekeeping operation in Cam- 
bodia. 

Akashi's selection surprised Asean 
delegations and others closely involved 
in the Cambodian peace effort. Since 
1982, the UN official responsible for 
Cambodia has been Rafeeuddin Ahmed, 

— ius à 


Asean delegates and UN 
secretariat officials were 
almost unanimous in be- 
lieving that, because of his 
decade-long participation 
in negotiations that cli- 
maxed in the Paris peace 
accord, he would eventu- 
ally accept the appoint- 
ment. Summing up the 
general reaction to 
Akashi's appointment, an 
Asean diplomat said: "It 
isn't that he isn't a good 
man for this job. He just 
isn't the best." 

Ghali announced the 
decision immediately af- 
ter the UN Security Coun- 
cil voted unanimously on 8 January to 


Akashi. 





was Tokyo's candidate for the post. Also, 
he is said to have reminded Ghali that 


Japan was pledged to pick up much of 


the bill for the UN Transitional Autho- 


rity in Cambodia, expected to cost up- 


wards of US$1 billion in 
its initial phase. 
Akashi is one of 
three Japanese in the 
UN system with the un- 
dersecretary-general 
rank, immediately be- 
low the secretary-gener- 
alship. In 1988, Hiro- 
shi Nakajima was ap- 
pointed director-general 
of the World Health Or- 
ganisation. A year ago, 
Sadako Ogata was 
nominated by Perez de 
Cuellar to head UNHCR. 
Akashi is, in fact, a 
seasoned and respected 
diplomat. Since 1987, he 
has been in charge of 


disarmament affairs after cervino ac 
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l'hai army overture 

o Vietnamese 

> Thailand's military, in an apparent 
ittempt to end decades of suspicion with 
Vietnam, has proposed trading spare 
sarts with its Vietnamese counterpart, 
Thai Supreme Commander Gen. Suchinda 
Kraprayoon announced at the end of a 
visit to Vietnam on 6-8 January. Suchinda 
also invited Vietnamese military officials 
to observe Thai military activities — 
including the annual Cobra Gold military 
exercise with the US — after Hanoi had 
rejected the general's request to visit the 
Vietnamese naval base at Cam Ranh Bay. 
Suchinda said Thailand was interested in 
buying parts for US-built F5E jet fighters 
from aircraft Hanoi seized when it won 
the war in 1975, and selling the 
Vietnamese parts for Chinese T59 tanks, 
which are similar to Hanoi's Soviet-made 
tanks. 


Jakarta, PNG ease 

border tension 

> Indonesia and Papua New Guinea 
signed a "status of forces" agreement on 
14 January which will permit greater 
cooperation on security matters. The 
agreement will not allow joint military 
action but will permit stepped-up levels 
of training and cooperation in civic 
actions. Bilateral relations between the 
two countries, which share an 800-km 
border, have been strained in the past 
because of skirmishes near the border 
between Indonesian soldiers and a small 
guerilla group fighting for an 
independent state in the Indonesian 
province of Irian Jaya. 


India halts Assam 

military campaign 

> The Indian Government ordered a 
"short suspension" of army operations 
launched last September against armed 
separatists of the United Liberation Front 
of Assam (ULFA). The 13 January decision 
came immediately after five ULFA leaders 


were brought to New Delhi by a mediator 


for talks with Prime Minister P. V. 
Narasimha Rao, Home Minister S. B. 
Chavan and Assam Chief Minister 
Hiteshwar Saikia. 


Affairs Minister Fredrick Chien has 
announced he would also like to establish 
official relations with the 11 members of 
the Commonwealth of Independent 
States. 


Malaysians reject 

human rights office 

> Malaysia's registrar of societies has 
refused to allow the human rights 
organisation, Amnesty International, to set 
up a branch in the country. An 
application to set up the branch was 
rejected last month. The organisers 
intend to appeal against the decision. 
The opposition Democratic Action 
Party has called on the government to 


. reconsider its decision, and to stop 


viewing non-governmental organisations 
as "elements hostile to the government, 
but as potential allies in the search 

for human rights." However, the 
National Human Rights Society of 
Malaysia was granted permission to 
operate as a legal organisation in June 
1991. 
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Election rules for 

Indonesian parties 

> Indonesia's national election 
commission has announced strict rules on 
political campaigning ahead of general 
elections scheduled for 9 June. The 
commission said campaigning would be 
allowed for a 25-day period starting on 10 
May. Car rallies and the use of posters of 
political leaders are banned. In 1987, the 
Indonesian Democratic Party used 
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Hanoi seeks 
Malaysian know-how 
> Vietnam's 
chairman of the 
Council of Ministers, 
Vo Van Kiet, will 
make a four-day 
official visit to 
Malaysia beginning 
on 20 January. 
Diplomats in Kuala 
Lumpur say the focus Kiet. 

of the visit will be on 

burgeoning bilateral trade and investm« 
ties. Vietnam is keen on Malaysian 
investment, analysts say, because of the 
need to acquire technology, particularly 
agriculture and mineral extraction. But 
timing of the visit, shortly before the 
Asean summit in Singapore at the end 
January, is also seen as a bid by Hanoi 
enhance its prospects for joining Asean 





Cambodia acts on 

missing US servicemen 

»> Cambodian officials turned over to 
US remains thought to be those of two 
Marines killed during the war in 
Indochina. The Cambodians also provi 
two identification tags that belonged tc 
American servicemen reported missin; 
action. The remains were flown to a 
forensic laboratory in Hawaii for 
identification. The Cambodian move o 
11 January comes amid growing effort 
by the two countries to account for US 
servicemen listed as missing, and in tt 
wake of President George Bush's 
announcement in Singapore in early 
January that a 17-year-old trade emba 
on Cambodia would be lifted. 


Japan normalises 

ties with South Africa 

> Japan resumed full-scale diplomati 
ties with South Africa on 13 January, 
ending four decades of suspension of 
bilateral ties. In response to Pretoria's 
recent reforms to end its apartheid 
policies, Tokyo lifted its ban on officii 
exchanges in June 1991. Last October, 
removed most of the economic sancti 
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GIVE YOURSELF A YEAR END BREAK WITH INTER-CONTINENTAL HOTELS! 


Planning a trip? Inter-Continental hotels have a special “P 





acific Asia Spectacular” in store for you. Between 


| December 91 and 29 February 92, enjoy attractive rates at twelve exating destinations that offer luxurious rooms, 
tine dining and incomparable service. You'll welcome thoughtful touches like late check out, a fruit basket and a 


memento of vour stav. 


Call your nearest Inter-Continental hotel, worldwide sales office, or your travel agent for details today. 
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With RISC System/6000, open systems 
and business applications make 
ideal partners. 








Some people believe that Unix"- 
based — systems" are better suited to 


technical and engineering than they are to 
business applicatione, And until — 
they were right. 

Today, IBM's RISC System/6000" and 
AIX" give n the security and stability 
you need for business, with the open 
architecture and cost/performance you've 
been looking for. Which means instead of 
worrying about architectures, you can 
base your decision on the ity of 
applications and support. 

And that's where RISC System/6000 
is really hot. With widely accepted 
t. platforms like Informix", 

acle^ and PICK" to choose from, along 
with hundreds of industry-specific 
— — in finance, distribution, retail 
and manufacturing. And of course when it 


comes to support, no one can match us. 
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To find out about our 
confidential service, try talking to 
these foreign currency depositors. 


One of the foundations we ve built 
our business on is confidentiality for 
our clients. 

Take this ad for example. Even 
though they could assist in attracting 
clients like yourself, we would not 
reveal our clients names. 

If you could talk to any of them, 
however, they would make no secret 
about our strengths. 

Some would tell you we're a truly 
international bank with over 130 years 
experience in Asia, and that because of 
our network's size, we can provide you 
with assistance in more countries than 
most other banks. 

Quite a few would talk about the 
variety of foreign currencies with high 


interest rates, and that we're a pioneer 
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To open a Foreign Cure |. —  — EGRE 4 


Deposit account, call (65) 530 3232 or 
(65) 530 3087. Alternatively, visit any 
one of our branches in Singapore or 
the region. 

And in no time youll be joining 


our list of clients. 
RATES* UP TO 


CURRENCY 
(6-month deposit) 


* Above rates are valid at press time 























Yes, I'm interested in investing in Foreign 
Currencies. Please send me details on how 
to open an account. 


Name: - 


Home Address: — 


Country: 


Company: — — 
Designation: 
Tel: (H) — (O) 


Send to: 
Standard Chartered Bank, 
Foreign Currency Deposit Centre, 








he end of the Cold War has 

brought about fundamental 

changes in the Asia-Pacific region 

— including the end of the Cam- 
iodian conflict, a thaw on the Korean pe- 
Ónsula and easing of Russian-Japanese 
*nsions. In the light of the challenges 
«sean faces because of these changes, ob- 
?rvers have raised questions over the re- 
fonal organisation's viability. 

In facing these developments, the 
„Sean summit in Singapore this month 
aust respond, first and foremost, by step- 
ing up economic cooperation among its 
embers. This in turn would increase the 
rganisation’s resilience and collective 
'verage against outsiders. 

In pursuit of this end, the formation of 
2 Asean free trade area (AFTA) represents 

first step toward economic integration 
nd could consequently bolster Asean's ef- 
rts to increase Asia-Pacific economic co- 
peration. A 15-year period for AFTA's re- 
isation may seem too long as the chal- 
nges and competition from other coun- 
ies are growing. However, it is hoped that 
TA'S implementation can be accelerated 
rough the common effective preferential 
riff (CEPT), which would eliminate tariffs 
Xt on an item-by-item basis, but by group- 
8s Or sectors. 

It is significant that the CEPT proposal 
is been made by Indonesia, which previ- 
isly had been reluctant to support AFTA. 
t the very least, CEPT will open up the 
ssibility for a majority of Asean mem- 
rs to proceed with the scheme without 
alting for all member nations to join. 

Clearly, the end of the Cold War is also 
iding to some uncertainty in the balance 

power in the Asia-Pacific region. Be- 
use of this, Asean must now step up dia- 

sue and cooperation in the field of secu- 
y. This should be undertaken first within 
* Asean ministers’ meeting and later by 
' Asean Post-ministerial Conference. 

Cooperation in defence, which to date 
3 been conducted on a bilateral or trila- 
al basis, should be admitted into the 






ean framework now that the previous 
stacle of a hostile Indochina no longer 
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By Jusuf Wanandi 


This can be realised through more fre- 
quent and regular summit meetings, insti- 
tutionalisation of the ministerial meeting to 
be headed by a foreign minister and chang- 
ing the Standing Committee into àn insti- 
tution of permanent representation for 
each Asean member country at the Asean 
Secretariat. Finally, strengthening of the 
Asean National Secretariat and the office 
of the Asean secretary-general is needed, 
providing both with increased authority, a 
more generous budget and larger staff. 

In Asean's relations with other South- 
east Asian countries, Vietnam, Cambodia 
and Laos appear ready to accede to the 
Treaty of Amity and Cooperation of 1976. 
These countries could be given observer 
status until their economic development 
becomes more compat- 
ible with the rest of 
Southeast Asia, say for 
five years, after which 
time they may become 
full members. 

Asean could also con- 
sider a system of two- 
track membership. One 
membership would con- 
sist of the six present 
Asean members which 
are heading towards 
AFTA and economic inte- 
gration and the second 
one would consist of old 
and new members which 
undertake functional eco- 
nomic cooperation. On 
the one hand, this matter 

will depend on the speed 
of economic change in 
the Indochinese countries 
and Burma, and the 
speed of economic inte- 
gration among the 
present Asean members on the other. 

At the level of the Asia-Pacific region as 
a whole, Asean has already worked out 
close cooperation in the economic field en- 
compassing several regional bodies. After 
an uncertain start, Asean is now active in 
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Singapore navy li boat. 
Asean must 
step up 
cooperation in 
the field of 


security 








keep the EC and North American Ft 
Trade Area open. 

Economic interdependence in toda: 
world has also affected the political-sec 
rity field and overcome earlier tensio 
among several countries. To further t] 
process and cope with possible futu 
destabilisation, Asean should initiate sec 
rity discussions on an Asia-Pacific lev: 
Asean already has an annual post-minist 
rial conference with its Western, Japane 
and South Korean partners. The securi 
discussions could follow the post-minist 
rial conference and include Russia, Chin 
Vietnam and North Korea. : 

The argument for an expanded ar 
regular Asean forum for Asia-Pacific seci 
rity is that the Asean post-ministerial coi 

| ference is the sole re 
gional institution, con 
prising 13 participant 
which has dealt with p« 
litical-security issue 
since its creation in 197 
in response to the ou 
break of the Cambodia 
conflict. ES 

In addition, Chin 
and Russia have asked t 
be admitted as partic! 
pants in the Asean post 
ministerial conference. I; 
the 1991 Asean annua 
ministerial meeting is 
Kuala Lumpur, the: 
attended as guests o 
the Asean Standing 
Committee’s chairman 
Meanwhile, it is hopec 
that Vietnam and Lao: 
will become signatories 
of the Treaty of Amity 
and Cooperation afte) 
the summit in Singapore 
and will become observers at the next min 
isterial meeting in Manila. E 

_ With political support from the Asear 
heads of state at this month's Asean sum- 
mit, the above idea will be given credibi- 
lity, and the Asia-Pacific region will have a 
regional body where political-security is- 
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Tushi's Asia trip fails to attain objectives 


Strategic error 


y Robert Delfs in Tokyo and 
usumu Awanohara in Washington 








sour taste lingered on after US 

President George Bush's departure 

from Tokyo on the last leg of an 
\sian tour that also took in Australia, Sin- 
apore and South Korea. 

The trip was originally intended to re- 
nforce the importance and stability of the 
JS-Japan relationship. When it finally took 
lace, however, the visit only underlined 
he growing differences of perception 
mong mainstream opinion in the two 
ountries. 

Bush's spectacular collapse at a state 
anquet in Tokyo on 8 January sadly be- 
‘ame the most important event of the visit. 
‘ape from an unmanned video camera 
howed Bush suddenly going pale, vomit- 
ng, and slumping sideways into the lap of 
"rime Minister Kiichi Miyazawa, who cra- 
lled his head while secret service agents 
surrounded them and Mrs Bush wiped the 
yresident’s mouth with a napkin. The brief 
»pisode was later attributed to gastric flu 
and Bush appeared normal and coherent 
juring a joint news conference the follow- 
ng day. 

The disappointing summit demon- 
strated how quickly the end of the Cold 
Nar and the dissolution of the Soviet em- 
pire is eroding the glue that has bound Ja- 
»an and the US together in the decades 
since World War Il. 

[n the absence of a common adversary, 
fapan’s leaders hope to sustain the US-Ja- 
pan partnership on the basis of a redefined 
security relationship and the high level of 
&nter-dependence between the world's two 
largest economies. Open rupture with 
Washington would be a disaster for Japan's 
global and regional strategy which relies 
ion the US to enforce a more or less open 
"world trading system. 

Regionally, the US-Japan relationship is 
vitally important to neighbouring Asian 
countries who are already nervous about 
Khe extent of Japan's economic dominance 
sand feel threatened by the prospect that 
Japan might adopt a more assertive, inde- 





be one in which broad global and regional 
geopolitical considerations will be largely 
subordinated to US domestic interests. 

“These US-Japan talks will undoubtedly 
have historic significance, but unfortu- 
nately their significance is neither positive 
nor forward looking,” commented the 
Nihon Keizai Shimbun, “There are numerous 
points which could easily become bad 
precedents.” 

In Washington the effect of the trip was 
to further damage the president's already 
dented public image and to provide new 
ammunition for his election challengers, 
who are all more protectionist than he is. 

This is an ironic outcome for a man who 
has proved in recent months to be too read- 


Bush and Akihito: high hopes dashed. 


ily swayed by public-opinion polls and 
their interpreters. Bush first postponed his 
Asia trip in November 1991 when public- 
opinion said he was travelling overseas too 
often and not addressing domestic eco- 
nomic problems. 

When Asia reacted negatively and the 
trip was rescheduled Bush once again fol- 





US still cared about and remained commi 
ted to their region, despite its preoccup 
tions in other parts of the globe — w. 
virtually lost sight of. Bush had origina} 
planned to stress that US-Asia relatio) 
had dimensions other than that of econor 
ics. It was hoped, too, that by completit 
his Asian tour at Hawaii's Pearl Harbo 
on the 50th anniversary of the Japanese « 
tack, Bush could have officiated at a rite 
reconciliation and renewal that would ha 
put US-Japan relations on a new footing 

The wisdom of Bush’s decision to dre 
all this and concentrate on trade appear 
suspect when it became apparent that t 
media was determined to play up the mc 
negative aspects of the talks in Tokyo, : 
cluding Japan's reluctance to set speci 
targets for imports. Yet the Tokyo leg 
the visit was not without substantial ; 
complishments on both the political a 
economic fronts. 

Faced with the threat of unilateral p 
tectionist moves by the US, and hoping 
shore up Bush's sagging re-election pn 
pects, Japanese car manufacturers pro 
ised to raise purchases of US compone 
by their US-based affiliates from US$7 | 
lion in fiscal 1990 to US$15 billion in fis 
1994 and to double imports of US-mé 
motor parts to US$4 billion by the sa 
year. (In many cases, however, the US sı 
pliers will be US-based affiliates of Jap 
ese firms, industry sources said.) 

Japanese motor manufacturers also 
nounced their intention to increase ann 
sales of Big Three cars through affilia 
dealer networks in Japan by 20,000 by 1* 
But the US car manufacturers in effect 
jacked the summit by issuing their o 
bilateral trade initiative at a news con 
ence held before Bush's talks even star 
This was nothing less than a demand ! 
Japan agree to a fixed schedule for rec 
ing its bilateral trade surplus with the 
(about US$40 billion per year accordin 
US figures). 

Following a contentious meeting Y 
Japanese motor industry leaders, the 
executives dismissed the Japanese con 
sions on car parts as a mere token, cl; 
ing that there had been "no movement 
their proposals. 

US officials, speaking on an una 
butable basis, made it clear that the U* 
ministration disagreed with the m 
manufacturers’ attempts to enfor 
hard-line managed trade strategy. 
Bush failed to disavow their appre 
openly. In the end, the motor indt 

wie smelled maat af the bac? 





edding: "Any argument for protecting Ja- 
»an's rice farmers is an argument for com- 
»letely shutting Japan out of our auto mar- 
et." 

"I'm condemned as a protectionist, but 
m really a free trader,” Iacocca continued. 
The thing I want to protect is free trade, 
md the way you do that is by retaliating 
'gainst those who do not believe in it.” 

No one in Washington seems proud of 
acocca’s exploits in Japan and a search is 
m for the man responsible for inviting him 
he principal suspect is outgoing Com- 
verce Secretary Robert Mosbacher who 
‘ill be running Bush’s election campaign). 
Putside Detroit, where he still has a fol- 
»wing, lacocca is seen as the perfect image 
fan American bad loser, yet he has a cer- 
sin charisma and magnetism which en- 
dled him to steal the “sound bites" in Tv 
»verage of the visit. 

The prominence given to the US motor 
sanufacturers in both the US and the 
‘panese media certainly overshadowed 
te claims of other US manufacturers 
hose efforts to penetrate the Japanese 
tarket with competitive products have en- 
untered real obstacles. 

Japanese manufacturers of glass and 
aper products, unlike motor manufactur- 
5, do not have large sales to the US which 
in be held hostage to protectionist threats. 
espite this the agreements included 
"'omises by Japan to take measures to im- 
‘ove market access in these sectors. Japan 
50 promised to expand public-sector pro- 
trement of foreign computer products but 
'oided specific targets. 

Officials of the Ministry of International 
ade and Industry (Miti) note that Article 

of GATT allows countries to impose tem- 


lacocca and Toyoda: rocky road. 


porary import restrictions to allow threat- 
ened industries to reconstruct themselves, 
and point to the case of the US motor-cycle 
maker Harley-Davidson. "Japan would be 
prepared to accept restraint if the US mo- 
tor manufacturers adopted this approach, 
instead of constantly threatening retalia- 
tion," an official said. "Having a trade sur- 
plus is not a crime." 

What Japan had hoped would be the 
main focus of the talks went almost unno- 
ticed amid concern over Bush's collapse 
and the protectionist rhetoric from the US 
car makers. 

Bush and Miyazawa signed a Tokyo 
Declaration intended to redefine a US-Ja- 
pan “global partnership" in the post-Cold 
War era. Attached to the document was a 





à two-part “Plan of Action" outlining fut 


directions for international and regio 
cooperation in economic and trade isst 
as well as politics and security. 

In the Declaration, the two countries 
affirmed their commitment to the 1960 V 
tual Security Treaty, with Tokyo indicati 
that it would continue to provide base 
cilities for US forces in Japan and absort 
larger share of their costs. 

The two sides also issued a joint sta 
ment on à world growth strategy whi« 
though weak on specifics, suggest: 
Washington and Tokyo may adopt coor« 
nated positions on international econom 
issues in the Group of Seven forum. Bc 
Japan and the US have reduced their inte 
est rates over the past year in order 
stimulate demand, an approach that co 
trasts with Germany's continuing efforts 
keep interest rates high and maintain pri. 
stability. 

One salutary fallout of Bush's Asia tr 
was the US administration's belate 
admission that the country had seriot 
economic problems, some cyclical an 
others structural, and that the governmei 
ought to be more involved in overcomin 
them. Having been vice-president i 
the previous administration, Bush ha 
been particularly slow to make such admi: 

sions. 

By and large Japanese businessmen re 
sponded positively to Bush's distress sif 
nals, and to Miyazawa's calls for “compas 
sion” — an expression which stung man 
Americans. But if US manufacturers cor 
tinue to blame Japan and fail to make pair 
ful adjustments, their Japanese counter 
parts may decide that they have don 
enough. 





VIETNAM 


Cam Ranh mushrooms 


By Sophie Quinn-Judge in Moscow 

As the former Soviet republics quarrel 
about ownership of the Black Sea fleet, a 
less noisy debate seems to be going on 
over the Cam Ranh naval base in Viet- 
nam. 

Interfax newsagency confirmed on 9 
January that the last major warship sta- 
tioned at Cam Ranh, the 8,000-tonne de- 
stroyer Admiral Spiridonov, had re- 
hired bo Vo disse ae OO T sa! « 


cialists predict they will all be out by the 
middle of next year. By the end of 1991 
the base population had already shrunk 
to around 1,500 personnel from a high of 
4,000, and Interfax reported that as of 1 
January, only 50 military advisers re- 
mained in Vietnam. 

All of these were expected to depart 
by the end of May. Just a year ago, 
Komsomolskaya Pravda claimed, there 
were 30 generals alone in the Soviet mili- 


vided until this year in the form of mili- 
tary equipment and training. 

But the newspaper says that the navy 
is sounding out the possibility of writing 
off some of Vietnam's Rbl 10 billion debt 
in exchange for continued use of this 
prime location. 

Meanwhile, the newspaper says, life 
at Cam Ranh continues under the force 
of bureaucratic inertia. Base intelligence 
officers still track the movements of US 
navy ships sailing into Subic Bay. One 
missile-equipped patrol boat remains at 
the base, but its captain admits that he 
does not know what function his vessel 
is fulfilling. 

Within a 96-ha fenced-off area, a vast 
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Wwerseas Vietnamese cautious about investment 





y Murray Hiebert in Ho Chi Minh City 
hirteen years after he fled Vietnam 
i} in the wake of the communist vic- 
tory in 1975, Tran Van Phu — 
rmed with a degree in business manage- 
nent, a French passport and money he had 
aade in Paris — returned in search of 
iusiness opportunities. He decided to in- 
‘est US$90,000 to set up Scavi Vietnam, a 
mall factory producing women’s under- 
vear in the suburbs of Ho Chi Minh City. 

Phu hired 100 workers, including his 
ister who manages the factory, four 
wrothers and their spouses. This year, Scavi 
»xpects to export 1.5 million items of un- 
lerwear to France and other European 
ountries. Phu's target is to capture 10% of 
he women's underwear market in France 
»y 1995. 

Phu is optimistic about his investment 
xperience. “Of course, it would be better 
é officials were more competent,” he says, 
alluding to the bureaucrats with whom he 
nas to deal. "But my principal target was 
vot to make money here — it's easier to 
nake money in France. I came to help 
levelop the country and to help my fa- 
mily." 

Phu's venture appears to have met the 
:ommunist government's best expectations 
when it launched its economic reforms and 
»egan wooing Vietnamese living abroad 
tive years ago. He brought back his sav- 
ngs, expertise and foreign connections to 
help boost an economy struggling after 
wears of stagnation brought on by socialist 
mismanagement and international isola- 
tion. 

But many other overseas Vietnamese 
still hesitate in their dealings with Vietnam. 
Some 52,000 Vietnamese living abroad vi- 
sited Ho Chi Minh City in the first 10 
months of the year, up from about 42,000 
Wn all of 1990, says U Thi Anh, vice- 
ipresident of the city's Overseas Vietnam- 
ese Committee, a quasi-governmental 
“organisation set up to court overseas Viet- 
mamese. 

Although the number of visitors is 
growing, it is still only a small fraction of 








Wooing them 


home 


many of these have disappointed both 
Hanoi and the overseas Vietnamese in- 
vestor. 

Much of the caution of the overseas 
Vietnamese in dealing with Vietnam is re- 
lated to the circumstances under which 
they left the country. Most fled as boat 
people to escape repressive policies or the 
country's grinding poverty after the com- 
munist victory in 1975. Some of them, 
particularly among the nearly 1 million 
who settled in the US, still harbour hopes 
of toppling Hanoi's communist regime. 

As a result, the party's security appa- 
ratus remains distrustful of overseas Viet- 
namese, particularly since the unravelling 
of communism in Eastern Europe and the 





Overseas success: Los Angeles store. 


Soviet Union. Quan Doi Nhan Dan, the 
army daily, warned in October that "the 
imperialists are using the exiled reactionar- 
ies as shock troops to seek an alliance with 
[local] opposition elements to step up their 
peaceful evolutionary activities with a goal 
towards creating disturbances and riots to 
overthrow the socialist regime in Viet- 
nam." 

The paper charged that some overseas 
Vietnamese returning on visits were 
bringing in "huge amounts of reactionary 


a group of 37 overseas Vietnamese guil! 
of trying to sneak back into Vietnam wi! 
weapons in an attempt to overthrow d 
government. 

These events make some overse: 
Vietnamese wary about returning. “Whe 
I first came back, I was afraid I was riski» 
my life,” says a 30-year-old, who fled 
1980 and settled in the US. "But I was st 
prised how much the city has change 
People are now left alone to make mone 

"Sometimes I'd like to come back he 
to live, but I don't know what will happ! 
in the future,” he says. "In case I get 
trouble and get arrested, who will get r 
out?" he asks, referring to the fact that t 
US has no embassy in Vietnam. 

But the problems between the overse 
Vietnamese and their homeland are nx 
than political. Some overseas Vietname 
have created resentment by flaunting ¢ 
money they made abroad and by sw 
dling Vietnamese with less experience 
international business. Last year a sk 
manager in Long An province, east of 1 
Chi Minh City, committed suicide wF 
an overseas Vietnamese company failed 
deliver the goods for which he had paid 
advance. 

“Some overseas Vietnamese come bi 
with fancy calling cards and promise 
invest millions of dollars," says one V 
namese businessman. “But once they gi 
lot of money in advance from the V 
namese side, they disappear." Oth 
promise to supply sophisticated equ 
ment and then import used goods, che 
ing several times the real price, he said 

Overseas Vietnamese are also blan 
for contributing to some of the count 
social problems. “Many of the sex scanc 
in Ho Chi Minh City involve overs 
Vietnamese," a journalist says. Whe 
woman in the city last year became the 
person to test positive for AIDS, the st 
run press attributed it to her sexual r 
tions with two overseas Vietnamese. 

Nevertheless, some Vietnamese wor 
believe overseas Vietnamese men Ir 
good husbands because they offer an « 
ticket out of the country. One young 
Chi Minh City resident said some of 
friends pretend to be overseas Vietnan 
because they find it easier to get wome 
go out with them. 

“There are as many different kind 
overseas Vietnamese as there are fin 
on your hand," says a local business 
working in a joint venture with an over 
Vietnamese from the US. "Some cheat 


"ietnamese companies licensed to operate 
1 Ho Chi Minh City imported US$63 mil- 
son worth of commodities, while export- 
ag US$19 million worth of seafood, agri- 
sultural products, art and handicraft items, 
ays Anh. 

A more important contribution to the 
truggling economy is the millions of dol- 
ars overseas Vietnamese send or smuggle 

) their relatives, particularly in Ho Chi 
linh City which has 250,000 households 
ith family members living abroad. Anh 
stimates that Vietnamese abroad sent cash 
nd gold worth US$150 million to their 
«milies in the city in the first half of 1991, 
ympared to US$100 million in all of 
390. 


Vietnamese economists say that, na- 
onwide, the remittances from overseas 
ietnamese last year totalled about US$500 
uillion, equal to about one quarter of 
ietnam's export earnings in 1990. Because 
tany Vietnamese are still suspicious of 
«eir country's banks, only one tenth of this 
'oney was sent in officially. The balance 
as brought in by visitors. 

Another contribution is the technical 
1ow-how the overseas Vietnamese have 
ought to their native land, which was 
ng isolated from technological 
id scientific advances in the 
st of the world due to the eco- 
mic sanctions imposed on 
anoi following its 1978 inva- 
on of Cambodia. Many re- 
rning Vietnamese profes- 
mals who come to visit their 
milies spend some of their 
ne giving lectures or holding 
minars on economics, medi- 
ie or law. 

Overseas Vietnamese played 
ey role in bringing computer 
hnology to Vietnam in the 
e 1980s. A few years ago, a 
up of Vietnamese in Ger- 
iny introduced the Liksin 
neral printing house to ad- 
aces in the printing industry, though 
npany officials complain that they were 
ercharged for some of the equipment 
y were sold. Another group of Viet- 
nese from France is helping set up à 
irt treatment. centre in Ho Chi Minh 


"The strength of the overseas Vietnam- 
is not in economics, but in the intellec- 
| field," Anh says, referring to the fact 
t Vietnamese have traditionally been 
i interested in business than in such 


Vietnamese consultants to help deal with 
officials often inexperienced in interna- 
tional commerce or to break through Han- 
oi's maddening bureaucracy and vague 
and often-changing regulations. Others 
hire Vietnamese living abroad to run their 


investment projects in Vietnam. 


But investment by overseas Vietnamese 
themselves has been small and appears to 
be slowing down rather than growing. 
Anh says that they were granted 16 li- 
cences in 1990 to invest US$26 million in 
fields such as processing agricultural 
products and seafood, assembling elec- 
tronic equipment, repairing hotels and 
setting up service companies. Most of the 
projects involved an investment of less 


than US$500,000. 


5o far this year, when investment by 
foreign companies has increased sharply, 


overseas Vietnamese have been granted 
only three licences to invest less than 
US$200,000 in Ho Chi Minh City. 

Phan Huu Thang, the deputy manager 
of the State Committee for Cooperation 
and Investment (scci) in Hanoi, says that 
half of the 15 overseas Vietnamese invest- 
ment projects licensed by scci in 1988 and 
1989 have collapsed. "Many of the over- 





Coming home: the competition. 


seas Vietnamese who invest lack capital 
and their technical know-how is not very 
good," he explains. 

Some Vietnamese economists believe 
investment by overseas Vietnamese will 
only pick up after Washington lifts its 
economic embargo. "Many overseas Viet- 
namese in the US have accumulated a lot 
of money," one economist says. "It's not a 
lot of money in the US, but it's good for 
doing business in Vietnam. With access to 
the American market, the overseas Viet- 


half-hearted steps towards a real free-m 
ket economy. 

Some become so disheartened that th 
leave Vietnam for a second time. Take | 
case of Tuan, who gave up his job as 
computer specialist in Canada 18 mont 
ago to return to Vietnam to set up a serv 
company for a foreign investor. Tu 
served as an officer in the former U 
backed South Vietnamese army, but left t 
country to study abroad shortly before t 
communist victory in 1975. “Vietnam h 
so many problems, so I came back wantii 
to help.” 

But Tuan faced troubles right from t 
start. It took him three months just to g 
authorisation to open an escrow accou 
and two months to be given a compete 
accountant, so that the company could b 
gin operating. 

When he finally opened for busines 
Tuan, who requested that his real nan 
and that of his company not be used, say 
he quickly wooed away 25 customers froi 
a competing state-owned company, b: 
cause his rates were lower and his servi 
more prompt. But his success was shor 
lived. One by one his clients pulled ou 
letting him know that they had come us 
der pressure to use the state 
owned competitor. 

Then in August, Tuan wa 
attacked in a local press artic] 
which used confidential busi 
ness information known onl 
to the city's People's Commit 
tee and a state-owned bank. H 
concluded that he was caugh 
in a plot by the state sector t 
get rid of a potential competi 
tor. 

Tuan faced personal frus 
trations, as well. As an over 
seas Vietnamese, he only gets 
three-month visas, though the 
foreign investment code 
promises investors one-year 
permits. He must also get po- 
lice approval every time he wants to take 
his children to the beach resort of Vung 
Tau, 100 km southeast of the city. 

"If they want overseas Vietnamese to 
invest, they have to trust us," he says. "My 
conclusion is that you have to be very 
careful about investing in Vietnam." Tuan 
is preparing to close his company and 
leave by the end of the year. 

Thang of the scc says the government 
will have to introduce more favourable 
investment privileges for overseas Viet- 
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HILIPPINES 1 


"residential bid seen as a desperate ploy 


[melda’s pipe-dream 


y Rigoberto Tiglao in Manila 
^w he surrounded herself with syco- 
phants, and sycophants don't give 
the best advice," said an insider's ac- 
ount sympathetic to Ferdinand Marcos of 
is widow, Imelda, at the height of their 
onjugal dictatorship. 

Five years later, with the controversy 
wer the return of her husband's body to 
he Philippines for burial already fading, 
melda Marcos appears to have hardly 
hanged. Her announcement on 7 January 
hat she would seek the presidency in the 
Aay election is viewed by most observers 
n Manila as the ramblings of a deluded 
voman swayed by the flattery of a small 
»and of followers. 

Some analysts, though, still credit her 
with some shrewdness, saying that her bid 
or the presidency is a calculated move to 
acquire some leverage to help her wriggle 
yut of the barrage of civil and criminal 
sharges lodged against her by the Aquino 
administration. Her announcement was 
made immediately after she was charged 
with corruption at a special court. 

Imelda could claim that the cases made 
against her are political persecution and try 
to delay trial through legal technicalities. 
The likely strategy, though, is to trade 
whatever support and money she has to 
the strongest contender for the presidency, 
in exchange for an easing or cessation of 
legal proceedings against her, principally 
ibecause of the state money the Marcoses 
iare accused of looting. 

Opposition groups have completely ig- 
nored Imelda's call that the standard bearer 
be chosen through "a democratic process 
of a national convention." Former Marcos 
associate Eduardo Cojuangco, the strong- 
est presidential contender from the opposi- 
tion, wryly remarked that the Nacionalista 
Party (NP) — meaning his wing of the frag- 
mented party — has already held its con- 
vention to select a candidate. 

In another response, Salvador Escudero, 
a stalwart of Marcos’ former party, 
Kilusang Bagong Lipunan (KBL), and mi- 
narity flaor leader nf the House of Repre- 


candidate, Laurel — the only candidate 
who went to Imelda's homecoming in No- 
vember — mentioned the former first lady 
only as one of nine people he is consider- 
ing as a running mate. 

Reflecting her fading fortunes is the fact 
that a meeting of the KBL which she called 
in mid-December was not attended by any 
of the party's former leading members, 





Imelda: standing joke. 


most of whom had already joined the ^ 
or the ruling Laban ng Demokratikor 
Pilipino. Most of the purported KBL of 
cials attending Imelda's meeting we 
members of her coterie, with no politic 
clout except for their closeness to her. 
This is not surprising. Imelda had n 
developed a strong political base in t 
way her husband did, and had relied hea 
ily on such personalities as her broth 
Benjamin “Kokoy” Romualdez and form 
human settlements minister Jose Conra 


Benitez — themselves alienated frc 
Marcos’ cronies — as distributors of | 
largesse. 


Even the so-called Ilocano vote 
which consists of the northern Luzon prc 
inces from which Marcos hailed — is « 
pected to shun the Visayan-born Imel 
and support Cojuangco as Marcos’ pol 
cal heir. There is an element of regio) 
chauvinism in this: Ilocano people have 
ways looked down on the Visayans, a 
the excesses of the Marcos regime hi 
been attributed to the former strongma 
human weakness of giving in to his wil 
whims. 

Imelda's bid for the presidency wo 
no longer be something of a Manila jok 
she managed to tap her wealth. Swiss 
thorities, however, have not lifted a fre 
order on the Marcoses' Swiss bank 
counts, estimated to hold US$356 mill: 
The Aquino government claims that 
money rightly belongs to the Philippii 
not Imelda. And even if she manage: 
get hold of the money, she would still n 
a reliable political machine — which 
still does not have, though it is only f 
months to the presidential election. 





PHILIPPINES 2 


Malacanang memories 


onsider the following thesis: the 
C Marcos government had nothing to 
do with the death of Benigno 
Aquino. He was assassinated by the CIA in 
a single masterstroke designed to eliminate 
a leftist opposition leader and trigger the 
fall of a dictator who had displeased the 
US State Department. 
Or this: 
The US began opposing Ferdinand 
Marcos after Imelda Marcos tactlessly in- 
vited former ambassador Michael Arma- 


Marcos aide Arturo Aruiza's be 
Ferdinand E. Marcos: Malacanang to Ma 
Preposterous as they may seem, the ! 
has been creating quite a stir in Ma 
Two major dailies have carried excerp 
their front pages, while nearly all n 
papers have run reviews. 

The book's claim to credibility is tl 
is written purportedly from the view] 
of an insider: Aruiza, Marcos' military 
since 1968, stayed with the strongma) 
til his death in Hawaiian exile in Ser 
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Has the balance of 
power in Asia shifted? 


apan has challenged US dominance in Asia where both govern- | 
ments and individuals are looking to Tokyo for a lead. But, despite | JAPAN IN ASIA , 
their growing economic might, the Japanese seem reluctant to | "hdi | 
play this role. The rest of Asia remains unsure what Japan's ultimate | 
intentions are. | 





Now comes a book which examines these important questions, as 
seen primarily from the viewpoint of Japan's neighbours. Compiled by 
correspondents of the Far Eastern Economic Review, Asia's most re- 
spected magazine, “Japan in Asia” reveals what other Asians think of 
Japan. 


Send now for this unique and fascinating study of the most 
significant Asian power-shift in decades. Essential reading for | 
business people and, indeed, anybody with an interest in the 
region. 





Mail, Fax or Phone: Far Eastern Economic Review, 

G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338. 

Please rush me the just published JAPAN IN ASIA at HK$140.00, US$17.95, £10.50, Y2,500.00, S$31.00 or M$50.00 each. 
No. of copies [] byairmail* J bv surface 
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vept to.power on a wave of revulsion 
zainst Marcos’ rule. 

- Another theory is that the book's release 
rms part of the election campaign for 
fay's presidential polls. With one notable 
xception, presidential aspirants men- 
oned by Aruiza come off badly in the 
ook. Fidel Ramos and Juan Ponce Enrile, 
y example, are depicted as opportunists. 
he book also alleges that Ramos' sister, 
en. Leticia Shahani, sought the Marcoses’ 
elp — as early as 1989 — in her brother’s 
id for the presidency. 

: The book repeats the allegation that 
‘resident Corazon Aquino's relatives, con- 
yessmen Emigdio Tanjuatco and Fran- 
isco Sumulong, tried to devise an agree- 
nent in 1988 for Marcos to come back from 
xile in return for payment in the form of 
hares in Marcos-controlled firms. Both 
lenied the story at the time. 

- The politician who emerges with most 
redit from the book is presidential aspir- 
int and former Marcos associate Eduardo 
Zojuangco, depicted as the strongman's 
oyal political heir. Marcos' son Ferdinand 
r is believed to have decided to back 
Zojuangco's presidential bid. This would 
sut him at odds with his mother, who has 
announced she will run for the presidency 
serself. INE Oui 






elda: “She bought irrationally — exp 
ewellery, clothes, bags, shoes, until 


one wondered how much she needed to 
buy to be happy." In one episode in Ha- 
waii, Imelda faints while her husband is 
being rushed to the operating room. When 
she regains consciousness, she tells Aruiza: 
“| did not mean to grab the spotlight." 

" Imelda is portrayed as being gullible as 
well as greedy. She is said to have en- 
trusted a briefcase containing jewellery 
worth US$2 million to Madame Cao Ky, 
wife of the former South Vietnamese 
leader, who promptly disappeared. After a 
few weeks of exile in Hawaii, Imelda con- 
tinually nagged Marcos “about the pro- 
gress of their efforts to go home.” Aruiza 
says this “strained the president's disposi- 
tion and left him feeling beleaguered.” 

<o The author has a keen sense of what 
will sell in kiss-and-tell books. There is a 
detailed medical account — the first of its 
“kind — of a Marcos kidney complaint that 
“had required a transplant in 1979, initially 
. using Ferdinand Jr's kidney. 
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Foreign powers back return of ex- monarch 











The royal card 
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By Salamat Ali in Islamabad 


aiiiar uiti mide arik maaana eee siete tinet P Aen na e aia Art aaar riaa ena anae 


N consensus is emerging among the 


major foreign powers involved in 
the Afghan conflict — the US, Rus- 





president, the army and the civilian gov- 
ernment — is known to be divided on 
open backing for the ex-monarch. 

But recent developments indicate the 


willingness of the Pakistani army — the 


most decisive force in the country — to 


-deal with Zahir Shah. Early this month, 


army chief Gen. Asif Nawaz Janjua 
stopped over in Rome on his way to the 
US. This led to reports of his meeting with 
Zahir Shah, which the general promptly 
denied. But Wali Khan, the son-in-law and 
spokesman of the ex-king, disclosed that 
he had met the general in Rome. 

The rebel mujahideen camp brought the 
Rome contact into sharp focus. with a dis- 
closure of its own. Gulbuddin Hekmatyar 
— head of Hizbe Islami, the most power- 
ful mujahideen group — said that Janjua 
had told him two months ago of the will- 
ingness of all involved foreign powers, the 
Kabul regime and some mujahideen 
groups to back Zahir Shah to head the Af- 
ghan interim regime, which will hold free 
elections in the country. 

Hekmatyar's statement was made in- 
side Afghanistan to visiting Pakistani jour- 
nalists and has not been contradicted by 
Pakistani officials. He also declared that the 
ex-king’s return would intensify the con- 






deen, Bhutto and her aides used Palesti 
Liberation Organisation supremo Yass 
Arafat to persuade the Afghan rebels 

form a coalition with the Kabul regix 
with Zahir Shah as the head. But then T 
kistani army chief, Mirza Aslam Beg, ! 
tervened to force Bhutto to drop the pli 
Hekmatyar said Beg's successor, Janjt 
renewed the plan two months ago after t 
foreign powers came around to a conse 
Hekmatyar's appeal to Pakistanis to 

sist their government's involvement 
what he calls an international conspire 
against the Afghans has evoked some 

sponse. Pakistan's fundamentalist par 
Jamaat-e Islami, the second largest com] 
nent of the coalition government, has ı 
clared its unequivocal opposition to Za 
Shah. Also siding with Hekmatyar are 

Afghan rebels led by Abdul Rasool Say 
and Yunis Khalis and some groups of 

Shia sect. 

However, this still leaves the majo: 
of mujahideen supporting the ex-king 
the only alternative to further chaos in 
country. The REVIEW has learned tha 
number of guerilla commanders inside 
ghanistan would defect from their Pa 
tan-based leaders and join pro-Zahir SI 
forces. 

Also arrayed against the hawkish 
of Hekmatyar are Afghanistan's north 
neighbours, the newly independent N 
lim republics of Central Asia, which v 
to forge close economic ties with I 
Pakistan and Turkey. The economic } 
ages cannot develop meaningfully unti 
conflict in Afghanistan is resolved. Mo 
ver, the Central Asian leaders have | 
sympathy for the radical brand of Islas 
they are also coping with domestic fu 
mentalist elements. 

On the other hand, Islamabad t: 
Hekmatyar seriously because of 
group's proven fighting abilr 
Hekmatyar has also built close tie 
across the Middle East among fundas 
talist groups opposed to the West. 

International pressures and Pakis 
own long-term interests in building : 





MALAYSIA 1 


Kelantan s Islamic government faces uphill task 





ty Michael Vatikiotis in Kota Baru 


In peninsular Malaysia's 
northern state of Kelantan, an 
Islamic state government is 
struggling to find a path to 
Islamic rule — and economic 
evelopment. The attempt is being closely 
vonitored by neighbouring countries, in- 
uding Thailand which has had trouble in 
e past with Muslims in its southern 
rovinces. 

The ruling Parti Islam (Pas) is aware 
iat its performance is being studied 
osely beyond Malaysia's borders, both in 
ie region and elsewhere in the Islamic 
orld. Yet, after more than a year in 
wer, the Pas administration is not much 
arer to either achieving an economic 
'eakthrough or defining what it means by 
government run on Islamic principles. 

The odds are heavily stacked against 
e state government. After winning 
lantan from the ruling Barisan Nasional, 

National Front, in the 
tober 1990 election, Pas 
as confronted by two 
oblems: the Barisan-led 
leral government's anger 
er losing and à paucity 
solutions to the state's 
oblems within Pas. 

The first problem has 
jous implications for 
' economic development 
the state, Pas officials 
im. They allege funds 
ve been squeezed, pro- 
tion of the state ne- 
cted and their policies 
rtrayed in a negative 
y by the government-controlled media. 
For much of the past year, the Malay- 
1 press has carried stories describing 
ves by the Pas government to introduce 
ct Islamic regulations. Women are be- 

required to cover their heads, not work 
night and refrain from cutting men's 


r, the reports said. Alcohol will be 
ned and —— mos. dass 1 
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Nik Aziz. 


Against the odds 


male. State government officials freely ad- 
mit to the desirability of banning such ac- 
tivities, but also to the impracticality of do- 
ing so. 

Another theme pursued by the national 
press was that the Pas government is close 
to collapse. Firms are said to be closing be- 
cause of Islamic regulations, the Malaysian 
Chinese Association, a component of the 
Barisan, alleged. Workers are said to be 
streaming out of the state because of the 
lack of opportunities in Kelantan. The state 
government is portrayed as financially 
weak and unable to repay outstanding 
debts to the federal administration. 

Confronted by a barrage of such re- 





ports, the state government 
is hard pressed to counter 
the perception that 
Kelantan is sliding into re- 
cession. There are certainly 
grounds to believe this. 
State officials admit they 
may have to raise extra 


Piety and politics: Kelantan schoolgirls and National Front posters. 


taxes in 1992, while locals complain they 
are being asked to pay duties and rates 
they claim were never levied before. It is, 
however, too early to judge from official 
statistics how the economy has performed 
over the past year. 

The second problem is more endemic 
to Kelantan. The state has always been 


GDP is about a quarter of national leve 
Unemployment, at 7.9%, is also higher thi 
the national level of 6.3%. 

The Pas government admits that wi 
ning the election did not mean they had á 
the answers to these problems. Their ele 
tion slogan was “Islam as a way of life.” 

“We did not promise the people dev 
lopment, but still they voted for us,” sa 
Wan Rahim Wan Abdullah, political secr 
tary to the chief minister. 

Pas ruled the state for almost 20 yea) 
from 1959 to 1978. During its 12 years Ow 
of power the party changed directios 
partly influenced by the Islamic revolutio 
in Iran, and gave leadership of the party t 















the ulama , or religious scholars, in 1982. By 
the 1986 election, Pas commanded 46% of 
the popular vote in the state. 

Following the split in the United Ma- 
lays National Organisation (Umno), the 
leading party in the Barisan, Pas joined 
forces with the splinter group, Semangat 
46, and won Kelantan back. Today, the 
two parties between them hold all 39 seats 
in the state assembly. 

Chief Minister Nik Aziz Nik Mat is a 
religious teacher. At 61, soft spoken, hum- 
ble and deeply religious, he is an unlikely 
Muslim firebrand, but Pas supporters 
consider him the party's greatest asset. 
Their challenge, though, is how to marrv 
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It is unlikely that another luxury Ci 
approaches the overall technological edge 
performance, reliability, safety and comfort « 
a Mercedes-Benz. 

And while they might have favoured th 
larger capacity models in the past, this couldn’ 
be a more appropriate time to introduce ‘ 
compact model to the distinguished fleet. 

The Mercedes-Benz 190 Series. 

An event that sees Mercedes-Benz ente) 
the exciting compact sedan class with a fuel 
injected, high performance and economical 
engine in a dynamic and sporty shape. 

And why not? They took the liberts of 
assuming that the upwardly mobile individual's 
profile is not unlike that of our own highly 
mobile model. 

An expression of stylishness. dynamism 
and integrity. At once taking the demands of 
roads and a last-paced lifestyle in splendid stride. 

Yet it is every inch a Mercedes-Benz. with 
components that aren't just taken off-the-shelf 
but individually designed for the 190 Series. 

Thankfully, the tedium of features and 
technical details take on exciting proportions, 
as they should, when you assume control in the 
driver's seat. 

And that is what Mercedes-Benz is all 
about. The joy and passion of motoring and, as 
! usually becomes the case, ol ownership as well. 

So when you examine closer this new pride 
of the Mercedes-Benz stable. you would he 
gratified to know that although we may have 
just bridged the generation gap. weve always 


been the automotive world’s link in technology. 
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ign is now preoccupied with ways of 
mvincing non-Muslims inside the state, 

the rest of Malaysia and in the world 
yond, that Kelantan is not on the verge 
"becoming a medieval Islamic theocracy. 

Within months of being elected, state 
‘ficials took an investment promotion 
vow to Hongkong and Singapore. Visits 
; Taiwan and Japan are planned. Nik Aziz 
avelled to the US and Britain at the end 
( December to address Malaysian stu- 
ents overseas. Early this year he will go to 
'hina to demonstrate to the Chinese in 
falaysia how peacefully China's own 
izeable Muslim community coexists with 
on-Muslims. 

At stake seems more than Pas' hold on 
ower in Kelantan, where convincing a 
'opulation which is 93% Malay and Mus- 
im is not considered an insuperable prob- 
em. Rather, Pas is searching for a contem- 
»orary formula for its Islamic platform and 
1 way of winning votes in two other 
vorthern states, Kedah and Trengganu. 

In the process, rustic preachers are be- 
ng drawn into a world dominated by 
echnocrats where the complexities of eco- 
Yomic planning and attracting overseas 
nvestment are offered as essential ingre- 
lients if the well-being of the faithful is to 
be guaranteed. "The bottom line is that the 
interests of foreign investors cannot be 
jeopardised," says Wan Yahya Wan Salleh 
of the state government's Economic Plan- 
ning Unit. 

With the spotlight on Kelantan, Pas of- 
ficials admit to strains this has imposed on 
the party. Pas membership in Kelantan 
stands at no more than 200,000, of whom 
very few are equipped with the educa- 
tional background to deal with the state's 
economic problems. One Pas official com- 
plained: "We don't have enough pragma- 
tists. Pas politicians get support from the 
people, but they are not technocrats." 

Against this, Shaharil Talib, a historian 
at the University of Malaya, points out that 
Kelantanese achieve high academic 
standards on campuses throughout Ma- 
laysia. “If you look at arts faculties, 
Kelantanese dominate the student popula- 
tion," he says. 

Pas officials insist that the implementa- 
tion of Islamic principles does not pose a 
threat to the private sector. "We believe our 
understanding of Islam will not hinder 
development because, in some ways, Islam 
is quite compatible with a laissez faire 
economy," says Wan Rahim. 

The nicture is certainly more complex 


MALAYSIA 2 


Investors worry about Kelantan s labour policies 


Question of image 


In a modern factory on the 
outskirts of the Kelantan state 
capital, Kota Baru, ranks of 
girls skilfully paint porcelain 
figurines of Jesus Christ des- 
tined for the US market. The Japanese 
managing director of the factory says he 
came to Kelantan because of the skills of 
the workers here. 

In another factory in the Pengkalan 
Chepa II industrial estate, female workers 
stitch together pieces of mink and fox fur 
to make coats destined for the European 
market. “This work is so skilled, previously 
there were only a few places in Europe 
where it was done,” claims Jurgen Pesch, 
whose company, Paul Knofel, first came 
here 10 years ago — again attracted by the 
skills of Kelantanese workers. 

The few firms which have invested in 
Kelantan agree that for the specialised 
manufacturing they require, the state’s 
workforce is sec- 
ond to none in 
Malaysia. Labour 
is highly skilled 
and comparatively 
cheap. Skilled 
workers earn an 
average of be- 
tween M$12 
(US$4.40) and 
M$17 a day in Ke- 
lantan, unskilled 
labour as low as 
M$7. Wage levels 
in Penang, on the 
west coast of pe- 
ninsular Malaysia, 
are almost twice as 
high. 

"Our industrial 
development has to be based on the in- 
digenous skills of the Kelantanese,” says 
Wan Yahya Wan Salleh of the state's Eco- 
nomic Planning Unit. Indeed, Kelantan 
possesses a distinct cultural heritage which 
has spawned widely acknowledged skills 
in metal work, woodcarving and textile 
design. Added to this, the Kelantan Malays 
have a long tradition of commerce and a 





Creative streak: long acknowledged traditional skills. 





leases for as little as M$0.80 per ft'; sta 


gered and interest-free payments are ¢ 


fered by the state as incentives for the fir 
four to eight years. But, the problem els 
where in the state is that Kelantan's stri 
gent land laws forbid land acquisition 1 
those who are not natives of the state. 

The completion of the East-West Hig 
way, linking Kelantan with Penang's m 
dern port, has gone some way towards 
leviating the state's physical isolatic 
There is constant talk of building a mi 
port between Kota Baru and Tumpat 
Kelantan's north coast, but so far nothi 
has been planned. 

Kelantan's long history of trade w 
southern Thailand, as well as areas as 
afield as Singapore and Cambodia, m 
help it become part of one of the me 
trans-national economic zones develop 
in the region. 

With labour shortages developing 





other areas of peninsular Malaysia, 
lantan — along with other northern s 
— should be poised for greater exp] 
tion. 

Three peninsular Malaysia state 
Penang, Selangor and Johor — accour 
almost 60% of the total number o 

roved manufacturing investments 
41% of the total proposed investme 
srt ‘ Toot Ahaaa de concore sbor* 





Options increase. Questions accumulate. Optimum fuel 
management for your nuclear reactors calls for more numerous and complex strategies. 
Whatever your question, the Cogema group helps to provide an answer. Cogema, the major nuclear 
fuel cycle group, is the only company with expertise in the whole nuclear fuel cycle. Our know- 
how draws upon more than forty-five years of experience. 

Whatever your question, the Cogema group is your closest adviser. Uranium mining and conver- 
sion, enrichment, fuel assembly fabrication, reprocessing, transportation, spent fuel condi- 
tioning, storage, en gineering, consulting, each Cogema group product and service meets your 






acting investment to Kelantan has been 
"problem — even before the Pas gov- 
rnment came to power. Between 1986 
nd 1991 a total of 26 manufacturing 
rojects with a value of M$114 million re- 
eived approval for location in Kelantan, 
irtually the lowest value for the country. 
tate officials say timber extraction is the 
nain item in the state's M$2 billion annual 
DP. 

The key question is whether natural 
actors are continuing to hinder Kelantan's 
rowth or whether politics is interfering. 
Most observers conclude the latter has been 
he case ever since the Pas government 
ook over. Investors cite concern about Pas' 
»olicies on labour. "They wanted to intro- 
luce regulations affecting the workforce,” 
said Pesch, referring to the employment of 
emale workers. "Because they have little 
»xperience with foreign investors, they did 
1ot discuss it with us. Later they backed 
lown." 

This is the sort of attitude that is 
putting off potential investors, say busi- 
nessmen in Kota Baru. "The state govern- 
ment gives you the feeling that it is not 
interested in investors," said one foreign 
businessman. 

.. State officials are fighting to shrug off 
this image. Chief Minister Nik Aziz Nik 
Mat denies authorising regulations con- 
cerning female workers. "As a government 








The political battle being 
fought over Kelantan in the 
wake of the 1990 election 
offers a striking insight into 
i ' the Barisan Nasional federal 
-. government's intolerance of states which 
.. elect opposition administrations. What- 
- ever threat the Pas government in 
|. Kelantan poses to the delicate balance of 
- religious and ethnic forces in Malaysia 
. must be set against the severity of mea- 
sures Kuala Lumpur is currently pursuing 
in an effort to win back the state. 















arisan makes no secret of the re- 






prevent women being abused by men. | 
therefore advised women to work only 
during the day. This is only advice and not 
a ban," he added. 

Nik Aziz says his statements have been 
distorted by the local media. "They say 
investors are running away, but many in- 
vestors are coming in from Hongkong, 
Taiwan, Japan and Australia,” he said. 
Some, though not many, foreign firms are 
showing interest. 

Officials at the Kelantan State Economic 
Development Corp. (SEDC) claim that after 
the recent investment roadshow to Singa- 
pore they received follow-up queries from 
14 companies in sectors such as tourism 
and manufacturing. Negotiations are un- 
der way with a Hongkong-based consor- 
tium to invest in industrial projects, while 
a Taiwanese company is thinking of setting 
up a cement plant in Gua Musang to serve 
the Indochinese market. Yet, in 1991, only 
one foreign company — a Swedish concern 
involved in fish processing — was estab- 
lished in the state. 

The main reason for hesitancy on the 
part of these companies is doubt about the 
flexibility of the Pas state government, 
Abdul Rashid Ibrahim, the SEDC's indus- 
trial investment and promotion manager, 
admits. “No matter what I say, they seem 
to feel we are inflexible." Among their con- 





politics, far more is at stake tha 





sion to invest in Kelantan. Pas is seen by 
the United Malays National Organisation 


— the leading component in the Barisan 
— as a threat to unity among the Malays. 
That unity is regarded as an essential 
prop to Malay political dominance. In a 
broader political context, analysts point 
out that the Barisan is unlikely to tolerate 
attempts by opposition groups to share 
in development efforts. Its aim is to show 
that development is synonymous with a 









based on Islam, we have to find ways to | 





cerns is the impact of Islamic ethics on tl 
workforce and advertising. "My proble: 
is that the Pas government is quite free 
making statements without consulting tl 
SEDC," said Abdul Rashid. 

State officials blame the federal go 
ernment in Kuala Lumpur for much of t 
negative publicity. "The federal gover 
ment is not promoting Kelantan,” alleg 
Abdul Rashid. Various sources in Kelant 
cited a recent tourism fair in London « 
ganised by the national Tourist Develc 
ment Corp. at which Kelantan was r 
represented. 

However, a senior official at MIDA 
Kuala Lumpur denied discriminati 
against Kelantan. "There is no policy 
rective saying 'reject projects for Kelanta 
At the same time, no one has told us to 
and help." 

The most serious allegation is that fex 
ral funds are being withheld from the ste 
The sEDC, for example, claims that its 
quest for a M$29 million loan to expa 
the Pengkalan Chepa industrial estate | 
not been granted. “The federal authorit 
say they will give us the money if we } 
off our previous loans, but we have p 
back about M$27 million,” claims Ab 
Rashid. 

Publicly, Kuala Lumpur maintains t 
no funds are being withheld. Privately 


senior cabinet minister admitted that fe 


sembly seats in Malacca and Kedah 


Barisan candidates were returned w 
much-reduced majorities. The gove 
ment claims this is normal for by-electi 
because of voter apathy, but indepenc 
analysts differ, saying the downw 
trend should be worrying for Barisan 

The key to Pas’ electioneering strat 
is to pay close attention to non-Musl 
"The big question for the future of M 
politics is the non-Malay vote,” argue 
Pas activist campaigning for the party 
fore a recent state by-election in the Ke 
constituency of Jerlun. Pas has char 
its tactics, he said, pointing to a Chi 
member of the opposition Democ 
Action Party (DAP) who was helping 


ral funds are being squeezed in the wake 
ot the ruling National Front's 1990 general 
‘lection defeat in the state. This may be 
"appening in a variety of not so obvious 
ways. 

One source from a federal agency in 
Kelantan said there were only “artificial 
estrictions" involving delays of funding. 
Chis could explain Kuala Lumpur's claim 
that the Pas government is in arrears with 
ts debt repayments, and, because it cannot 
ind the money, has asked Kuala Lumpur 
or all its debts to be converted to grants. 
state officials admit they have asked for 
0% of the outstanding debt to be con- 
'erted into grants. 

Soon after the 1990 election, the federal 
overnment set up a new agency in 
elantan to handle the disbursement of 
ederal funds, known as the Central Deve- 
pment Authority. According to Nik Aziz, 
we don't know how much comes in and 
oes out; we are not informed." 

State officials are deeply concerned 
bout the impact politics is having on the 
'ate's development. “The federal govern- 
vent is using an economic blockade as a 
'eapon, and they may succeed," says Wan 
ahim Wan Abdullah, the chief minister's 
olitical secretary. Under the federal con- 
itution, the state government is not 
ermitted to obtain loans from other 
nurces, @ Michael Vatikiotis 
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Fishing industry set to ignore drifinet ban 


Refusing the bait 


By Julian Baum in Taipei 
hile Taiwan has agreed to com- 

W ply with a recent UN resolution 
banning environmentally de- 
structive driftnet fishing, it appears that 
this is easier said than done. The ban is 
being largely ignored by Taiwan’s loosely 
regulated fishing industry. 

Environmental groups have long ar- 
gued that the giant driftnets are a kind of 
indiscriminate strip-mining of the seas. 
They claim the nets kill or injure seabirds, 
dolphins and commercially useless fish, as 
well as destroying other marine life in huge 
quantities, including plants on which many 
forms of life exist. 

The US-sponsored ban, passed by the 








Tuna: enmeshed in controversy. 


UN General Assembly on 20 December, 
requires that driftnet fishing on the high 
seas be reduced by half by July and cease 
entirely by December. The major drift- 
netting fleets are from Japan, South Korea 
and Taiwan. But the Taiwan fishing in- 
dustry is the least regulated of the three 
and fishing boats from Taiwan have con- 
sistently evaded rules on driftnetting in 
recent years. 

The December resolution supersedes an 
earlier one which called for a ban by July 
this year, effectively giving driftnetters one 
more full season of fishing before a com- 
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only two tonnes using more environm« 
tally friendly methods. A study by T 
wan's Kaohsiung Institute for Mari 
Technology estimates that the ban 
driftnet fishing could cost the indust 
some US$200 million this year. 

Last August, the US charged Sou 
Korea and Taiwan with violating a boun 
ary agreement on driftnetting in the Nor 
Pacific. The US administration has po: 
poned until this month a decision « 
whether to impose trade sanctions on se 
food imports from South Korea and T; 
wan because of the alleged violations. TI 
Taiwan Government has protested again 
the threat of sanctions as an infringeme: 
of free trade, but it has agreed to abide t 
the UN ban, though it is not a UN men 
ber. Japan and South Korea have als 
agreed to comply. 

The Council on Agriculture, whic 
regulates Taiwan's fishing industry, - 
chartering three fishing boats this year 1 
patrol the North Pacific in cooperation wit 
the US, which is also monitoring the are; 
But officials admit that interception on th 
high seas is difficult and critics say the cor 
verted fishing boats operate no faster tha 
the vessels they are trying to catch. 

One US-based environmental group 
Earthtrust, commends the Taiwan Govern 
ment for its efforts to implement the bai 
but says it is not enough. “The governmen 
needs to outfit high-speed coast guarc 
patrol vessels to ensure that the UN mora 
torium goes into effect," said Keitl 
Highley, Earthtrust’s Taiwan representa 
tive. 

Besides an incentive programme to en. 
courage boat owners to get out of the 
driftnet business, the council is alsc 
stepping up inspections of vessels before 
they are deployed in April, when the eight. 
month driftnet season opens in the Pacific. 
"We have taken all the steps we can to 
push fishermen to abide by the law,” said 
James Sha, head of the council's marine 
fisheries division. "But we cannot guaran- 
tee there won't be violations." 

Sha said that last year some 120 Tai- 


Wanese Ariftnoat fichina tennan la - 


—— Ll n 


N. BALAKRISHNAN 











Traveller’s Tales 


othing seems to arouse the ire of 

expatriate foreigners in Hong- 

kong more than mobile phones 
- and karaoke bars, two inventions 
iat, judging by Hongkong's English-lan- 
uage press and party conversations, are 
upposed to embody ostentation and 
oise. 

Karaoke and mobile phones, however, 
re extremely popular with the local Chi- 
ese — many of whom regard them as sta- 
us symbols and icons of modernity. They 
re also, at least at present, more popular 
n East Asian countries than in the West — 
instated factors that may have a lot to do 
vith why foreigners loathe them. 

Citizens of the Western countries seem 
o regard these new technologies as the 
nark of the parvenu and a threat to the 
juieter and gentler social order. In Britain, 
or example, the Chancellor of the Ex- 
‘hequer denounced mobile phones as a 
‘scourge of humanity” and slapped a new 
ax on them. Odd thing that the chancellor 
should have chosen not to slap taxes and 
sther noisy scourges of humanity that 


concerts, where a “perfect” singer — more 
of a mascot than an individual to the fren- 
zied crowd — makes no attempt to get 
anyone singing and uses noise and light to 
drown out the individuals in a crowd. 

Discos also employ an older technology, 
the speakers and lights are the social ex- 
pression of the assembly line factories 
where anonymous executives direct the 
workers on how they should have fun. 
Karaoke, by contrast, is the expression of a 
newer, decentralised Japanese technology, 
where small groups take the laser disc 
generated lyrics, backing and images and 
play around with them on an individual 
basis. 

In essence, the prejudice against 
karaoke bars and the preference for discos 
are based on nothing more than cultural 
prejudice disguised as individualism. As 
my Japanese friend Masaki Watanabe used 
to say: “If all the Chinese wear blue suits, 
that is conformity. If all the Americans 
wear blue jeans, that is individualism.” 

Having colonised the lower corners of 
the Southeast Asian Pacific Rim, karaoke 


seem to wander the streets of London. 


In Hongkong, the main 
English-language newspa- 
per, which is read largely 
by Chinese but edited by 
Australians and Brits, rates 
its restaurant reviews with 
a “tables to mobile phones 
ratio” — the fewer the 
mobile phones, the better 
the restaurant. This atti- 
tude may also be the result 
of the prejudice certain 
pretentious people have 
for eating their meals in si- 
lence and attended by 
snooty waiters, rather than 
the preference of many lo- 
cal Chinese to eat in a 
noisy atmosphere. 

Objections to karaoke 


can be easily seen as stemming from cul- 
tural prejudices. Karoake bars, where pa- 
trons sing along to lyrics displayed on a 
screen, are supposed to be dens of con- 
£rvihr and the death of imagination — 





Mobile phones: modern icons. 


bars are now becoming popular in Cali- 


fornia, the Central Com- 
mittee that dictates what 
all “individualists” in the 
Western world should do. 
Even in sedate Britain 
100,000 bars are expected 
to be operating by 1993, 
where, according to The 
Economist, the young “do 
not know that the karaoke 
was pioneered by intoxi- 
cated Japanese business- 
men so they do not sneer 
at it.” It is a case of mass 
culture travelling from 
East to West, rather than 
the other way around. 
New technology is al- 
ways denounced by those 
who benefited from the 


old technologies and who are unable or 
unwilling to benefit from the new. Thus 
the 19th century aristocrats talked of “Sa- 
tanic mills” and painted scenes of pastoral 
harmony in 


the old days. Thus 


fundamental an invention as the autom 
bile in the US, and will reshape society in 
similar fashion as everyone starts wearit 
wrist watch-size mobile phones in tł 
coming decades. No doubt the annoyan: 
of its ringing tones will disappear once tl 
vibrating versions come on the market. 

Much of East Asia comprises dense 
populated and compact countries and c 
ies, and it should not be surprising th 
East Asians find romance in mobile phon 
in a way that an earlier generation 
Americans found it in their highways ai 
cars in their thinly populated, spacio 
continent. 

As everyone gets a mobile phone in t 
future those desiring snob appeal will 
doubt get a stationary telephone, and 
secretary, to answer it — much like roya 
in certain countries still use the horse a 
carriage to demonstrate they are the oj 
ones with the money to afford the cost 
maintaining an obsolete technology in ! 
modern age. 


As Singapore chose to ban chewing gum 
the very day the American presid: 
started his recent visit, one wond: 
whether any thought was given in Sin 
pore about how much a part of the 
popular culture chewing of gum is. 

No one could have illustrated it m 
bluntly than Lyndon Johnson, who o 
denounced Gerald Ford as someone v 
is so clumsy and incompetent that he co 
not chew gum and fart at the same tir 


The Mainichi Daily News ("Dedicated To 
ternational Understanding") had a rat 
unfelicitous headline on the US preside 
Tokyo misfortune: 


BUSH COLLAPSES 
for poor car exports to Japan 


But conspiracy theorists could ha: 
better time with the incident. Did the / 
tralians feed him beef which had beer 
ting for months in a Darwin wareh: 
waiting for a quota to enter the "open 


WANG'S NEW VS 6000 SERVER OFFERS YOU 
TWO SOLUTIONS FOR THE PRICE OF ONE. 


ng s new VS 6000 isn't just a powerful mid range system. It's also a purpose-designed client, server application platform 
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ARTS AND SOCIETY 


CHINA 


Wang Shuo, a street tough turned writer, finds fame and fortune 





age of 








ly Linda Jaivin in Peking 


itting in the relatively spacious liv- 

ing room of his new Peking apart- 

ment, Wang Shuo describes in col- 

ourful detail the trials and tribula- 
ions of flat-hunting and redecorating in 
me of the world's most accommodation- 
icarce cities. In his thick Peking burr, he 
veaves an almost surreal tale involving 
ribes of dog food, new toilet seats that 
‘efuse to cooperate with old plumbing, the 
world of wallpaper and the care and feed- 
ng of worker-entrepren- 
»urs. When he sighs dra- 
matically at how drain- 
ing the whole process has 
been, his elegant wife, who 
until now has been listen- 
ing quietly, a smile across 
her face, rolls her eyes and 
laughs. After all, she has 
done most of the work. He 
just tells the stories. 

Wang Shuo the story- 
teller has a perfect sense of 
timing, a terrific sense of 
humour, a wild imagina- 
tion and a fine ear for dia- 
logue. That wouldn't sur- 
prise anyone familiar with 
his fiction. While some of China's high- 
brow critics have trouble coming to grips 
with the stream of lowbrow prose — de- 
tective stories, love stories, farce and satire 
— that flows from Wang's prolific pen (7- 
8,000 characters on an average working 
day, few of which he ever revises), the 
public laps it up. 

Wang, who came to public attention 
with his story Stewardess in 1986, reached a 
pinnacle of prominence in 1988 — Chinese 
cinema’s “Wang Shuo Year” — when no 
less than four films based on his stories 
and novels were produced. He's still going 
strong today. Publishing in some of the 
nation's top literary journals, he enjoys an 
almost cult-like following that encom- 
passes university students and blue-collar 








Story-teller of the riff-raff. 


Peking 


the People's Liberation Army, ran contra- 
band televisions and tape recorders from 
Canton to parts north while still in uni- 
form. He also has tried his hand at every- 
thing from selling medicine in a state- 
owned pharmaceutical company to being 
the bagman for a criminal gang — and has 
seen the inside of a few police stations in 
his time. Wang does not exactly come with 
standard-issue qualifications for a writer in 
the People's Republic of China. It is defi- 
nitely a sign of the post-Mao times that he 
is now a member of both the Peking and 
national writers’ associa- 
tions. 

Given his background, 
its not surprising that 
Wang's fictional world is 
populated with a mob of 
charismatic crooks, artful 
dodgers, fast-talkers, wise- 
crackers, poseurs, schem- 
ers, dreamers, the over- 
sexed and the under-em- 
ployed. He regards them 
all with an eye that is at 
once merciless and sympa- 
thetic as he shepherds them 
through the roller-coaster 
twists and turns of his 
endlessly inventive plots. 

The popularity of Wang’s work can 
drive both the authorities and the critics to 
the verge of distraction. It was once memo- 
rably described by one exasperated official 
as “literature by riff-raff, about riff-raff and 
for riff-raff.” An outraged cadre from a 
municipal institute for labour reform ac- 
cused one of Wang’s stories, Hot and Cold, 
Measure for Measure — which chronicles the 
misadventures of an ex-convict who se- 
duces a university student for a lark — of 
being a “primer for sexual criminals.” 

Fulminating that it described “in dulcet 
tones the enjoyments of a licentious, 
treacherous and boorish criminal world,” 
the cadre wrote: “It’s as if the author is 
standing on a grassy knoll in the middle of 


a swamp, appealing affectionately to his 
e a sd nm d lonas 


bility may rest. Zhang had to admit th 
despite his reservations, he'd had a go 
lie-down himself, and concluded that } 
criticism of Wang "could also be seen a: 
criticism of my own weaknesses." 

This is the funny thing about even t 
worst of Wang's anti-heroes: it is alm 
impossible not to identify with them. T. 
is because Wang seems able to proj 
himself into everyone's shoes, whetl 
they are the high heels of a Peking tart 
the worn cloth slippers of an old man. Ex 
the most absurd, pathetic or just pli 
awful characters are given a sympathe 
hearing, and this lends a psychologice 
complex edge to even his most wick 
satire. “Sympathy must be just a part 
my nature," Wang says, claiming r 
never really thought about the question 
guess I'm just a good sort of guy,” he ; 
gles. 

A "good guy" is not, however, w 
people expect Wang to be. He is fore 
being approached by fans who speak 
him in the streetwise patois of his nov 
gangster-to-gangster as it were. “It’s ; 
ful,” Wang insists. "It's a big misun 
standing.” Of all his characters, Wan, 
probably most like the narrator in his la! 
semi-autobiographical story, Wild Bes 
who hangs out with the bad boys, t 
tough and sometimes acts that way too 
who is basically a sweet little wim] 
heart, less grizzly than teddy bear. 

He is, however, a teddy with claws, 
when he strikes out it’s mainly the pos 
and the pretenders who have to ducl 
An Attitude, probably the most devaste 
send-up of China's literary and intelle 
scene ever written, a group of supercil 
layabouts decide over a mahjong gan 
become writers basically because i 
good way to get invited out to eat. j 
round up the usual genres: one will 
press deep concern for the nation 
people,” another, who once spent a 
months in the countryside, will com 
rural literature, a third gets to do sex 
modernism and a fourth will becor 

miiie ^2 u^ shout the "est af ther 


ways capital A and Deep is Meaningful. 
Not all of Wang's fiction is set in the 
milieu of the socially marginalised and 
Mienated. One of his most recent and artis- 
(cally successful works is the novel 1 Am 
our Dad, which describes the relations 
*etween a divorced father and his teenage 
on. In his search for the perfect relation- 
hip, the father imposes regimes ranging 
rom authoritarianism to democracy 
'don't call me dad, call me mate, mate") 
) neglect. Sometimes, their roles suddenly 
verse and the son has to look after his 
xasperating, somewhat unstable father 
ke a parent. Full of psychological insight 
nd nuance, the novel can also be read as a 
olitical allegory about the difficulty of 
orking out a modus operandi between 


ruler and ruled in any society. 

Two other stories published last year 
are set in an editorial department of a liter- 
ary magazine (Who's the Cretin Here? and 
Just a Few Changes . . ), one (No Hand 
Clapping) centres on a woman flautist, and 
the hero of all his detective fiction is a 
middle-aged public security officer. 

Most of his fiction has a contemporary 
setting, though Wild Beasts is the first of a 
planned cycle of stories about a group of 
friends that opens against the background 
of the Cultural Revolution. But whatever 
the topic, style or genre he has chosen to 
experiment with, all of Wang's writing is 
characterised by a dazzling virtuosity of 
language that all but defies translation. His 
playful and evocative prose, deft wit and 
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rambling machines deemed a menace to youth 


Video bandits 


y Jonathan Karp in Taipei _ 


he video game craze in Taiwan is 
D literally driving people to kill. Re- 
cently discharged navy officer Chao 

nun-kuang confessed in late December to 
dnapping a navy buddy, strangling him 
death and then trying to extort NT$5 
illion (US$200,000) from the man's fam- 
- Chao did it, he said, because his addic- 
in to video gambling games had plunged 
n into debt. 

Chao's case, albeit extreme, highlights a 
enace that has government officials 
rying, especially about Taiwan's youth. 
venile crime has soared with the mush- 
ming of parlours which house illegal 
mbling games like video roulette, poker 
d blackjack. In the capital, teenage gam- 
ng rose by 174% in the first nine months 
1991 over the same period a year earlier, 
ording to a study by the Taipei Juvenile 
linquency Consultation Committee. To 
d their habits, some children are stealing 
mey from their parents. 

These new game parlours are breeding 
'unds for drug use and violent crime, 
cials say. Parents and educators have 
uged President Lee Teng-hui's office 
| parliament with letters demanding 
on. 

“Since video games have 2 carinur im 


crackdown has become our priority.” 

On the day after Christmas, police 
launched a two-month sweep, ominously 
dubbed “Operation Mind Correction.” The 
raids have netted nearly 2,000 machines, 
100 gamblers and NT$6 million in Taipei 
and neighbouring Taoyuan county. 

Part of the problem is its sheer scale. 
Although it originally imported the game 
machines from Japan, Taiwan now makes 
about a million of its own each year. The 
machines are everywhere. Some are kept 
in backrooms of otherwise legitimate es- 
tablishments — at least one bookstore was 
opened as a front for a gambling den. 

Others are more brazen. Neighbour- 
hood parlours operate openly, but post 
sentries out front to slam down metal 
shutters if the police approach. A husband- 


ability to capture the special rhythms 
Peking speech have been likened to that 
the late humorist Lao She. At least o 
critic has dared to suggest, moreover, th 
Wang has already surpassed the old m: 
ter in brilliance. 

“I believe," Wang wrote in a brief ess 
published in early 1989, “that literatu 
ought to have two functions: artistic ar 
popular. I’m always trying to find a mi 
dle ground between the two . . . But if 
had to choose, I'd take the latter over ti 
former any day." Asked what his goal 
life is, Wang chuckles, but replies witho: 
hesitation yangming tianxia — to have h 
name known to all under heaven. Som 
how, for Wang, it doesn’t seem over! 
ambitious. 


and-wife team, who run a betelnut stan 
in downtown Taipei, bring in extra cas 
with three slot machines placed under 
Sheet. A taxi driver even installed a gan 
bling machine to help passengers bide the 
time in Taipei's notorious traffic jams. 
Previous efforts to combat the prolifera 
tion of gambling machines have bee 
hampered by police corruption, the educe 
tion ministry’s Yang says. Just this mont 
a policeman was sacked for owning a se 
parlour on the side. Such revelations di 
not do much for public confidence in th 
police. Another scheme failed because o 
naivete: the idea was to use children t 
ferret out and report on gambling parlour 
near schools, but it backfired when legis 
lators argued this was the best way to hool 
youngsters on the forbidden fruit. 
Despite the government'’s+fear of gam 
bling, there is no discussion of attempting 
another blanket ban on game halls to cui 
down on crime. The latest approach is 2 
proposed law which would fine owners ol 
video-game parlours for letting minors in. 
That way, "mind correction" would start 
with the adults that teenagers are emulat- 
ing in the first place. * 
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slipping the noose 


ntying the Afghan Knot: Negotiating 
oviet Withdrawal by Riaz M. Khan. Duke 
Iniversity Press, Durham, North Carolina. 
[S$50. 


The first detailed and comprehensive 
iplomatic history of the Afghan conflict 
y a senior Pakistani diplomat is a land- 
nark study of a 13-year war that continues 
o plague South Asia. Al- 
hough Untying the Afghan 
(not focuses on the indi- 
ect negotiations held in 
Jeneva between Pakistan 
ind the Kabul regime, the 
y»ook covers the huge 
;»anorama of the most 
'omplex war of the Cold 
Nar era. 

No retired Pakistani 
foreign minister or diplo- 
mat has had the courage 
to publish an insider ac- 
-ount of his years in office, 
not to mention a decent 
memoir. Pakistan's mili- 
tary-dominated foreign 
policy has always been 
considered too sensitive to allow public 
scrutiny. It is thus unique for a serving dip- 
lomat to have written such an honest and 
forthright account of Pakistan's policy in 
the Afghan conflict. 

Riaz Mohammed Khan has been inti- 
mately involved with the Afghan issue for 
over a decade. He was a member of the 
Pakistani negotiating team to all eight Ge- 
neva rounds from 1982 to 1988, and direc- 
tor-general at the foreign ministry from 
1986 to 1988, a post he took up again in 
1990 after returning from a sabbatical in 
the US, where he wrote this book. 

The book's title refers to a statement 
made by a Soviet diplomat about Mikhail 
Gorbachov’s withdrawal of Soviet troops 
from Afghanistan, but it also has immense 
resonance for Pakistan. Pakistan’s Afghan 
policy has been a series of knots bound by 
the conflicts within the ruling establish- 
ment which affect Pakistan's relations with 
its long-term allies — the US, Iran and 
Saudi Arabia. Although the Soviets may 
have untied some of these knots, Pakistan 
has still not done so, as it stumbles towards 








Untying 


the Atghan Knot 





also convinced the sceptical Reagan admin- 
istration of Gorbachov's good intentions, 
while the Soviet withdrawal from 
Afghanistan hastened the collapse of com- 
munism in Eastern Europe and the reduc- 
tion of the Berlin Wall to rubble. 

Khan writes early on that “the Geneva 
process affected the attitudes, conduct and 
positions of the major players, just as the 
process itself was condi- 
tioned by the constantly 
evolving circumstances of 
the conflict . . . the diplo- 
matic process [also] af- 
fected the politics of the 
participants and even be- 
came an independent pa- 
rameter in the constella- 
tion of factors influencing 
the thinking and decisions 
of policymakers.” 

Khan's book clears up 
two controversial issues. 
The first concerns a view 
held by many Afghanistan 
experts that the Soviets 
were willing to withdraw 
their troops from Afghani- 
stan as early as 1983, and that the CIA pres- 
sured Pakistan to refuse Moscow's terms 
in order to further humiliate the Soviets. 
Khan shows how the Soviets offered no- 
thing new in 1983 and that Gorbachov's 
strategic rethinking in 1986 brought about 
the Soviet withdrawal. 

The second issue is 
whether Pakistani pre- 
sident Zia-ul Haq wanted 
a military victory for the 
mujahideen in Afghan- 
istan, or genuinely sought 
a new coalition govern- 
ment in Kabul as part of 
the Geneva Accords — an 
issue that still bedevils à 
final settlement of the 
Afghan civil war. Khan 
admits that ranking leaders 
in Pakistan's Interservices 
Intelligence sought a mili- 
tary solution, but that Zia 
realised the need for an in- 
terim government — al- 
though he waited too long. 

a R 





ing Mohammed Khan Junejo, his nom 
nated civilian prime minister; as well ; 
the “special relationship” between the L 
and Pakistan. However, Khan argues th 
despite the inherent contradictions in Pa 
istan's policy, it was homegrown and nev 
dictated by the US or others. 

Khan also describes how the US-Paki 
tan relationship was built on Washingtor 
need to confront the Soviets in Afghar 
stan. In retrospect, it was unrealistic f 
Pakistan to have expected that relationsh 
to last as US support for Afghanistan wit 
ered after the Soviet withdrawal and t 
changes that occurred in the Soviet Unic 

Contemporary foreign policymaking 
Pakistan is hampered by too many parti 
pants — the president, prime minister, t 
military and the foreign ministry. As t 
government faces continuing tensions w 
Afghanistan, India and the US, the qu 
tions Khan raises about this process rem; 
unanswered. m Ahmed Ras! 





Old maps 


Tokyo: City of Stories by Paul Waley. 
Weatherhill, Tokyo. US$17.50. 
Shirobamba: A Childhood in Old Japan 
by Yasushi Inoue. Peter Owen, London. £14 
(US$27.90). 

These two books are linked by a sl 
der but powerful thread — Japan's p 
One is written by a long-time foreign r 
dent of Tokyo, the other is an evocatior 
a country childhood by the late Japar 
novelist, Yasushi Inc 
Read together they gi 
broadly overlapping v 
of late Meiji, Taisho 
em ' early Showa Japan. 

E Paul Waley's Tokyo 
CON mixture of documen 
and historical research 
ginning with a dut 
preface about the ar 
tectural and social rav 
of the modern city. It t 
each quarter of the 
from earliest Edo to 
present day, filling ir 
history of place-nai 
buildings, bridges, ca 
roads and railways, + 
touching on samurai, 
guns, prostitution, Ka! 
usmai salia ^ magchonte and wy 
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From manufacturing to Service - 
Siemens in Southeast Asia. 


Ten manufacturing plants 
throughout Southeast Asia, 
engineering, sales and 


service locations in all major E 


cities, a total of over 6,000 
employees in the region, this. 
is what Siemens in Southeast 
Asia is all about. Producing 
sophisticate nie | 






telecommunication products 
and systems, power 
. distribution equipment and 
automotive electronics, the 
Siemens factories not only 
cater for the local but also the 
world market. 


Modern apprentice training 
facilities are attached to two 
Siemens factories in 
Indonesia. Advanced 
-customer training in the area 
- of industrial automation is 
provided by Siemens in 
Singapore. Service and 
maintenance engineers are 
strategically located 
throughout the region to 
-respond promptly and 
efficiently to service calls. 


Engineering competence 


combined with a strona local - 


practical solutions for your 


. Specific application 


requirements. From medical 


engineering to. pow 3 | 
. generation and di tribution, 
X. from electronics and C 
.. telecommunication to . 
E industrial automatio 
- Serves its customers locally, 
~ nationall 








siemens 
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y and i internationally, 
in Southeast Asia and _ 
throughout the world. 


The regional network of 
factories, engineering, Service 
and training facilities is an 
integral part of the worldwide 
operation of Siemens which 
employs 402,000 people in 
123 countries and which | 
achieved a sales volume of 
over US$45 billion last year. 


Siemens (Pte) Ltd 
MCS 


* 451 Lorong Chuan 


03-01 New Tech Park 
———— 1955 


or any of the Siemens -= 
offices in Bangkok, Beijing, 
HongKong, Jakarta, 


| Kuala Lumpur, Manila, Seoul 


quam. Tesco 
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»ly, uneven spaces between perioc 
«numbered maps. 

However, Waley's writing comes alive 
n the stories. He is fascinating on the early 
Oth century, describing the beer-halls, 
‘rench-style cafes and taxi-dancers of the 
sinza, for example, and their reflection in 
he novels of Nagai Kafu. He delineates 
ne different areas and pretensions of the 
"leasure quarters at Shimbashi, Tsukiji and 
‘oshiwara — displaying considerable in- 
ention in his euphemisms. He accurately 
laces the sites of various ukiyo-e prints 
nd of Hiroshige's blossom-viewing and 
wsect-listening parties. 

He traces the first glimmerings of intel- 
ctual interest in European thought, par- 
cularly in Dutch anatomical studies, in the 
3th century (via Maeno Ryotaku's visits 
| the Dutch enclave at Nagasaki, for 
hich he was called “our Dutch freak"). 
nd in Asakusa he is clearly at home with 
te stories his title suggests: the 
inoramakan and the passion for narra- 
ve chanting by adolescent girls, whose 
ns interrupted their stories with screams 

“Do suru?” (Oh what to do?) 

Inoue’s novel opens on a scene of 
tildren chasing "tiny pale creatures" 
tirobamba) in the twilight of a village in 
e Izu Mountains, around 1915. It is seen 
rough the eyes of Kosaku, a seven-year- 
d boy — a fact the reader never doubts, 
xe Inoue gives the child such a simple, 
etic voice. As the story unfolds, Kosaku 
veals the life in his village under the 
adow of war, his upbringing with his 
dopted" Granny Onui, the tense and in- 
‘woven relations with his established 
indparents' household, his complex ado- 
ion of his young aunt Sakiko (who 
3cks the village by bearing a child to the 
ractive local teacher, and who eventu- 
y dies of tuberculosis) and his love-ha- 
d for his pretty, sophisticated and yet 
itant mother. 

Writing of childhood can be a catastro- 
e, full of adult reflections and sentimen- 
contrived wistfulness. After a slow be- 
ning, Inoue develops his tale without 
horial intervention. The seasons, local 
tivals and horse competitions, school 
letic meetings, village births and deaths, 
nmunal baths, carriage and steam-train 
ts to the strange, sophisticated world of 
uts on the coast — and a pair of teenage 

"flappers" who are somehow every- 

"S spoilt city cousins — all contribute to 
sense of wonder. 

Childhood is a time of wonder, but to 


tes adl IR x wee eb us 





.* + 41 * 


used or smoking peppermint leaves he 4 


has taken from a Tokyo traveller in his 
carriage, rejection loses its refreshing taste 
and turns bitter. When Sakiko dies, her 
pupils march to the mountains — the same 
dangerous mountains that contain the de- 
mons who have already "hidden" both 
Kosaku and another boy — naked, chant- 
ing their own version of the Buddhist sutra 
for the dead. When they tire of that, they 
begin "to sing one after another the many 
songs Sakiko had taught them." Only 
Granny Onui, Kosaku's adopted and pos- 
sessive guardian, gives a sense of continu- 
ity to this fragmentary world. 

B David Clive Price 
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Tiwi: The Life and Art of Australia's Tiwi 
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“They appear to some to be the most 
wretched people on earth, but in reality 
they are far happier than 
we Europeans . . . They live 
in a tranquillity which is 
not disturbed by the in- 
equality of condition . 
they seem to set no value 
upon anything we gave 
them... All they seem to 
want is for us to be gone." 

In the centuries since 
Cook landed in Botany 
Bay, the Australian Abo- 
rigines have nearly been 
wiped off the continent. 
The land they had occu- 
pied for 40,000 years was 
taken away from them, 
their sacred sites ignored or desecrated. 
They were forced tó work on cattle stations 
and sugar plantations as slaves. And thou- 
sands were murdered for resisting the will 
of the white man. E 

Australians are now coming to terms 
with the reality of Aboriginal subjugation. 
Aborigines acquired voting rights in the 
1960s. By the 1980s, they had become the 
legal owners of large tracts of land. Yet 
their culture differs significantly from that 
of mainstream Australians, who are per- 
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Thus the focus of Heide Smith's phot 
graphic paean to the Tiwi people. Lil 
most Aborigines, the black-skinned Tix 
are believed to have originated in Ne 
Guinea or Indonesia. However, unlil 
mainland Aboriginals, the Tiwi who lis 
on sprawling Bathurst and Melville & 
lands, 80 km off Australia's north coas 
had little contact with Europeans until 
Catholic missionary arrived in 1911. An 
because the waters around the sandy gree 
islands are crocodile-infested, the Tiw 
have had little association with any ou 
siders. : 
It took the priest who became th 
liwi's protector 30 years to chalk up hi 
first convert. Critics have called thes 
Christians “cabinet love converts" — in 
sinuating that their conversions cam 
about in exchange for the better livin 
standards offered by the missionaries. Ini 
tially that may have been so, not least be 
cause the missions were often the onb 
protective buffer between the Aborigine: 
and the encroaching settlers. E 
| The Tiwi lived undis 
turbed until 1942, wher 

. a Japanese fighter pilo 
. crash-landed on Melville 

Island during an air raid or 

Darwin. The uninjured pi- 

lot — the first Japanese 

prisoner-of-war taken on 
Australian territory — was 
apprehended by a Tiwi 
known as Matthias. An 
avid fan of Hollywood 
Westerns, which he had 
viewed at the island mis- 
sion, Matthias leaped out 
of the bush, grabbed: the 
frightened pilot’s pistol 
and shouted "Stick'em up!" 

The Tiwi did not see their first brick 
house until 1971, and even today the post 
office/bank is only open one hour a day; 


SMITH 


The islands boast a boys’ school and a girls’ 


school, but only one church, built in 1930. 


. Today, the 2,000 Tiwi islanders survive 


mostly by gathering turtle eggs, digging 
for wild yams and combing the mangrove. 
swamps for clams. EI 

Although the church has been success- 
ful in converting most Tiwi. thev have laet 





ay seem strange when 
at it should be remem 


Profit 


ITH WORLDWIDE INFLATION 
curbed by high interest rates 
and with economic growth in 
most countries at a crawl, in- 
vesting in bonds makes sense. European 
sonds could prove to be particularly good 
3laces for investors to park their money. 
The case for bonds is a strong one. Be- 
:ause the trading activities of major coun- 
tries are highly synchronised, prospects are 
slim for a speedy recovery in the world 
economy. Bonds generally perform well in 
this type of climate. 
. "The US and Japanese markets have 
relatively low real yields," Keith Jones of 
Lazard Brothers points out, "and we are 
unconvinced that there can be further 
significant declines in inflation. By contrast, 
in Europe, bonds enjoy the potent combi- 
nation of slow growth, disinflationary 








Europe is the brightest prospect in bonds 


me eflation 


By Michael Taylor in Hongkong 


prove slightly. That declining trend will 
continue for most of this year.” 

If all this suggests European bonds are 
a sure bet, a note of caution should be 
heeded. Overhanging the European econ- 
omies are the dire economic prospects of 
the Commonwealth of Independent States 
(the former Soviet Union) and the threat 
that Germany might intervene to bolster 
those prospects. If Germany opts for inter- 
vention, the perception that German in- 
terest rates must come down may be an 
illusion. 

The factors that predominate in bond 
selection are the probable direction of a 
currency’s interest rates and the probable 
direction of the currency. Interest-rate cy- 
cles tend to be easier to read than the 
movements of the currency market. 

But there is no reason to expect the two 
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-that Bush will aim to stimulate the economy in an election yea 


The benchmark for international bo: 
funds has historically been the US$150 rx 
lion Baring International Bond Fund. In t 
fund’s 13-year life, it has established 
strong track record. 

The fund, however, is overweight 
European bonds, and it looks likely to 
tend this position. But at the same tir 
the fund hedged its European holdings 
purchasing US dollars in December 
policy that has been vindicated by the 
cent strengthening of the US currency. 

The fund is a sub-class of the Bar 
International Umbrella Fund listed on 
Irish stock exchange in Dublin. It ha 
minimum investment of US$1,000, wit 
5% front-end fee and annual char, 
amounting to 1.225%.. " 

The obvious challenger to the Bar 
International Bond Fund is the US$ 
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where the liquidity cycle has advanced furthest. These also in- 
Nude Canada and Australia. 

The best bond prospects remain in Germany, once the govern- 
vent feels able to shift the economic burden of reunification from 
Yonetary to fiscal policy. This could happen after the pay bar- 

saining season ends in April-May. The rest of Europe will sigh 
vith relief, but interest rates there have less far to fall than in 
sermany. 

Once the US economy recovers, the US dollar could rebound 
suite sharply, perhaps even rising towards the Y135-level where it 
vas a year ago. Other strong Asian currencies may be less volatile, 
nough, with the Singapore dollar and New Taiwan dollar re- 
'aining conspicuously firm. 

As for Australia, the arrival of a new prime minister in the 
ape of Paul Keating, the former Labor Party treasurer, has been 
ke signal for a long-awaited sale of Australian dollars. The trou- 
le here is that Keating has little new to offer, apart from lower 
iterest rates and pump-priming measures that will push the cur- 
ency still lower. 

The US dollar has already lost all the gains it made last year 
gainst the Deutschemark, but has started to strengthen again on 
tis front. This trend will continue, particularly when German 
iterest rates start to fall. At that point, the currency markets may 
art to focus on things other than the business cycle, which sug- 
ests that the US dollar may not strengthen as far as it did in the 
trly 1980s. 


Volatile currencies, rising securities 
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been the opening of the South Korean stockmarket to direct fo 
eign participation. But, despite the fact that the South Korea 
economy is likely to expand by around 7.5% this year, foreignet 
are not particularly bullish about the country's equities. Rapi 
growth has been bought at the expense of a massive trade defic 
and high interest rates. Hongkong and Taiwan equities look mor 


In Asia, the most important financial event of the new year has 


nuary. In the same period, the fund 
ilved its holdings in Deutschemarks, 
ench francs and sterling to 10.6%, 6% and 
3% respectively. 

In a 30-day period ended on 5 January, 
e fund achieved an increase of 7.65%, and 
will probably have locked in a similar 
in for the month to 5 February. It has a 
inimum investment of US$1,000, with a 
o front-end fee and an annual charge of 
1%. 

Although hardly comparable with the 
ring International Bond Fund or the GT 
md Fund in terms of prestige and size, 
2 CIBC/CEF International Bond Fund 
s rivalled the Baring fund for perform- 
ce. But the fund has yet to prove it can 
2p up the momentum, and it had a dis- 
pointing second half in 1991. 

With around HK$35 million (US$4.5 
llion) under management, CIBC/CEF 
ernational Bond Fund is large enough 
be properly hedged. Fund manager Pe- 

Chau's current portfolio looks slanted 
vards Europe, with roughly 70% of it 
'ested in EMS currencies, Better, the 
iviest weighting is towards French 
acs, 17.5%; and Deutschemarks, 12%. It 
ids the British currency altogether. Al- 
ugh strong in European bonds, the 25% 
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Kleinwort Benson's HK$60 million In- 
ternational Income Fund is also a workable 
size. Forty-four percent of the fund is in- 
vested in US dollars, 139; in Deutsche- 
marks, 13% in Dutch guilders, 19% in yen 
and 11% in French francs. 

The fund has chosen shares that distrib- 
ute the income generated and those that 
re-invest the money. Although only the 
distributing shares are authorised in 
Hongkong, this is no hindrance to invest- 
ing in the accumulating shares. The fund, 
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promising than Seoul's. 





m Nigel Hollowa 


aged by Credit Suisse and listed in Luxem 
bourg, is one of the largest, having colleci 
ed DM 762 million (US$500 million) sinc 
its introduction in 1989. The fund's 
formance has been solid with a 22.59; gain 
but it is underweight in France and Ger 
many, which have just 0.56% of its invest 
ment. It is heavily invested in Britain, witt 
21.7% of its funds; Spain, 21.4%; Denmark 
14.9%; and Italy, 14.2%. 

As with CIBC/CEF, Credit Suisse's fee 
structure presents a pleasant surprise. I} 
has a minimum investment of 10 units 
which currently works out at DM 3,074 
Also, front-end fees are just 2%, with an- 
nual management charges totalling 0.84%. 

Fidelity Funds, too, has a play on the 
European bond markets, offering an Ecu- 
denominated European Bond Fund man- 
aged out of London. The Ecu 4 million 
(US$3 million) fund is weighted 27.5% to- 
wards the French franc, 18.5% towards 
sterling, 10.3% the krona, 9.9% the krone, 
8.3% the Belgian franc, 7.2% the Irish punt, 
5.3% the Deutschemark, and 4.7% the 
guilder. 

The fund has 10.1% of its funds in Euro- 
dollar instruments issued by Europe's 
supra-national institutions, and the re- 
mainder is in cash. It has a minimiim in- 





QUITIES 
Latin link 
ly Jonathan Burton in New York 

RE THE YUPPIES of Latin America the 





sales tonic that US producers so 

badly need? Some stock analysts 
hink so. Selected US stocks may benefit, 
"ey believe, as consumerism builds into a 
sotent force south of the border. 

For the first time in nearly two decades, 
.atin America's middle classes have 
noney to spare. As their debt-ravaged 
xonomies recover, the nuevos ricos have 
ong shopping lists — including consumer 
zoods made in the US. For US producers 
qwrt by the recession in their own country, 
he new markets could mean a boost in 
earnings and stock prices, some investment 
professionals say. 

^Having Latin America able to buy 
things is a real plus," says Robert Stovall, 
president of Stovall Twenty- 
First Advisers, an asset-man- 
agement firm. "They expect to 
buy from [the US]. They have a 
high regard for American 
brands." 

Stovall predicts added de- 
mand in Latin America for US 
products from household ap- 
pliances, food, drugs and elec- 
tronics to more cyclical indus- 
trial goods such as building 
supplies. Bigger equipment 
purchases by Latin American 
engineering, transport, con- 
struction and manufacturing 
firms are also likely, he 
thinks. Among his picks are 





Latin America also have ready access to 
capital and credit, giving them an edge 
over US challengers. 

US exporters in general have been 
enjoying the benefits of a weak US dollar, 
which tends to make their goods and 
services more competitive abroad. Indeed, 
the more foreign business a US company 
has, the better its stock performance has 
been, says Richard Bernstein, manager of 
quantitative analysis at Merrill Lynch. 
Since mid-1989, he has found, the 50 com- 

nies with the greatest foreign exposure 
in the Standard & Poor's 500 index have 
bested the index itself by eight percentage 

ints. 

Bernstein characterises "foreign expo- 
sure" as the share of revenue a company 






Windows on the world 


Foreign à 
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Whirlpool, Black & Decker, “Foreign exposure is the percentage of a company's revenue. — 
Caterpillar, Archer Daniels earned abroad, by serving foreign markets directly or by exports Au 
"Stock price as of 3 Jan. 1992 a | 


Midland and Consolidated Rail. 

In fact, almost any US cor- 
poration with experience in 
foreign markets can be considered a poten- 
tial beneficiary of Latin American growth: 
imported consumer goods typically carry 
immediate status and cachet, while capital 
imports are necessary for infrastructure 
and other development projects. 

Some US producers are already well 
established in the region. These include 
Coca-Cola, PepsiCo, Boeing, Hewlett- 
Packard, Colgate-Palmolive, Kimberly- 
asl Matarala Iahnsan & lIohnson and 


earns abroad through its subsidiaries or by 
exporting. “If you're not in those markets 
or you're not prepared to deal with those 
markets, you're clearly at a disadvantage," 
he says. 

But the road ahead is muddy. With de- 
veloped nations experiencing slowdowns 
or recession, US exporters are struggling to 
sell to some of their traditional markets. 
Latin America may offer partial com- 
pensation. “It is one ray of hope,” says 





Source: Merrill Lynch 
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moves to privatise industry and contn 
inflation have been rewarded with a way 
of investment from the US, Asia ar 
Europe. About US$12 billion has floode 
into the country in the past two yea) 
Mexican companies have meanwhile d: 
covered deep pools of fresh, low-cc 
capital in the US equity markets. The n 
tional recovery has ignited Mexico's ov 
stockmarket — investors doubled the 
money in 1991. 

US exporters, wanting to cash in on t 
Mexican boom, had hoped for quick cc 
gressional approval of the Mexican h 
trade agreement that the Bush administ 
tion proposed last spring. The accc 
would create a US-Mexico-Canada fi 
trade zone that would rival the EC. Co 
panies with operations in the western a 
southern US, in particular, could pre 
from the arrangement. 

But after initial enthusiasm, many 
Congress now fear the pact would sipt 
US manufacturing jobs to Mexico. W 
calls to put “America First” getting louc 
the likelihood of a delay is growing. 

Nonetheless, Mexico is 
= ready a key importer of 
"= capital goods, for which its 
petite is likely to expand as 
development needs increé 
And when a trade agreem 
does come, as most people 
lieve it will, US companies v 

a Mexican connection 
bound to benefit. 

Some analysts, however, 
investors should not buy 
stocks on the strength « 
Mexican — or any other L 
American — connection al 
“You're kidding yourself if 
think that’s going to make 
stock go up,” says Mic 
Sherman, chief investn 
strategist at Lehman Brothe 

To be sure, Latin Amer 
sales represent only a fra« 
of turnover for most US 
porters. Their fortunes will not be n 
solely on orders from Mexico and Ch 

Little more than a decade ago, n 
US exporters made the mistake of rel 
heavily on Latin America for business 
got badly burned as these econo 
racked up debt for goods they couk 
afford. The debt hangover still looms 1 
though market reforms are beginnis 
lessen the burden. 

In Sherman's view, the investor v 
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TO DEAL WITH 
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ne of the keys to succeeding in Asia in 1992 (the vear 


\ PN Q: the monkey), will be your depth of understanding 
í 7 s of the events and developments of 1991 (the year of 
| the ram). Changes have swept through the — 


—— 


region, altering business, political and 
| financial outlooks. Any move without 
reference to accurate information could be a move in the wrong 
direction. For 32 years business leaders, scholars and politicians from 
around the world have relied on the “Asia Yearbook" for that accurate 
information. The all-new 33rd edition. compiled and edited by , 
Journalists and staff of the Far Eastern Economic Review is now |! 
available. "Asia 1992 Yearbook" covers the major events in Asia and Seems: 

also provides a country-by-country analysis of the various political, i; YEARBOOK 
social and economic scenes. 
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| wait Fax or Phone: Far Eastern Economic Review. 1" 

| G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338 ^ VIEW SUBSCRIBERS 

| Please rush me the just published ASIA 1992 YEARBOX YK (hardback) at HK$315, US$39,95, £24. Y5.600, SS71 50 or M$117.50 each or (softback) | 
at HK$235, US$29.95, £18, Y4,200, S$53 or MS8R each. 
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-OLLECTIBLES 


ly Mark Clifford in Seoul 


OREAN ART IS drawing unpre- 
K cedented attention from collectors 

following a series of auctions late 
ast year by Christie's and Sotheby's. Older 
yaintings and ceramics at the sales soared 
ar beyond initial estimates, reflecting the 
mtrance into the market of a new genera- 
ion of South Korean and Korean-Ameri- 
'an collectors. 

The sales suggest that Korean art is in 
‘or a significant re-rating as demand rises 
n a market with limited supply. Sotheby's 
sale in October brought in US$2.8 million 
— it had a pre-auction estimate of US$648- 
318,000 — as a variety of pieces sold for 
more than their pre-sale estimates. The sale 
was even more notable because of the cur- 
rent depressed state of the global art mar- 
ket. 

A Buddhist painting from the 14th 
century shattered records for Korean art 
at Sotheby's when it sold for US$1.8 mil- 
lion, or 10 times its pre-auction esti- 
mate. A set of four scrolls by 18th-century 
master Kim Hong Do went US$467,000, 
more than double its expected price. 

One of the biggest surprises at the 
Sotheby's sale was a set of 57 landscapes in 










CURRENCIES 


Hold tight 


By Alan Deans in Sydney 


REPORTE 


ALL BUT THE BOLDEST of investors would 
be wise to sit out the volatility that has 
hit Australian money markets in the 
wake of Paul Keating's rise to the prime 
ministership. 

Few analysts are prepared to predict 
the direction of the Australian dollar fol- 
lowing the government's downward re- 
vision of its forecasts for the economy 
and its 8 January cut in the official dis- 
count rate to 7.5% from 8.5%. 

The reduction in the country's official 
discount rate was the 11th by the Reserve 
Bank of Australia since January 1990, 
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Korean surprises 


five volumes, the Maple Mt Albums. The 
19th-century paintings and text depict a 
journey through North Korea's Diamond 
Mountains, one of the most beautiful areas 
on the Korean peninsula. The volumes car- 
ried a pre-auction estimate of US$12- 
15,000, but they were bought by a Korean- 
American for US$253,000. 

Korean ceramics have also done well at 
auctions. A large blue-and-white 18th-cen- 
tury jar decorated with a dragon recently 
sold for US$99,000, five times its pre-auc- 
tion estimate. But more ordinary pieces 





Crock of gold. 


10 January, it closed at 73.8 US cents. 

Bond traders say there was evidence 
of selling from US investors on 3 Janu- 
ary, pointing perhaps to the fact that they 
believe the interest-rate cycle has bot- 
tomed out and that only small capital 
gains were to be made. 

A fund manager now complains that 
he has some tough decisions to make. 
“There are some short-term opportuni- 
ties for gains,” the trader says, “but no- 
thing in the longer term. We should be 
able to make money from trading, but 
we must look at unwinding some posi- 
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have also done well. A trio of two vas 
and a jar, estimated to bring US$10,50 
14,000, fetched US$72,600. 

In December, a sale of Chinese and K 
rean ceramics at Sotheby's in London a) 
earned high prices. An 18th-century K 
rean vase brought the auction's highe 
price, £380,000 (US$715,000), compar. 
with a pre-sale estimate of £50-75,000. 
19th-century blue-and-white baluster 
sold for £140,000, the auction’s secon 
highest price. It had a pre-sale estimate 
£20-30,000. 

A Korean-American acquired be 
these jars as well as the third-most expe 
sive piece of Korean art, an inscribed f. 
eted 18th-century vase which sold 
£85,000, more than five times the pre-a! 
tion estimate of £10-15,000. 

Auctioneers say the higher prices . 
likely to bring more Korean art onto w. 
is still a thin market. 

But for all the interest in older paintii 
and ceramics, the contemporary-art 1r 
ket in South Korea is going througl 
shake-out. Tight money coupled with 
country's record trade deficit have burs: 
liquidity-fuelled art bubble of the ] 
1980s. 

Many art galleries in Seoul are clos 
and the over-priced works of contem 
rary artists are settling back to earth wi 
thud. South Korean collectors appare 
believe that older pieces that have st 
the test of time are worth more atten 

than contemporary works. 


Keating's cabinet is working on ¿ 
major economic statement aimed at pull 
ing the country out of recession, and ; 
mini-budget is expected to be announce 
in February or early April. Economist 
say the government is likely to increas 
spending to relieve unemploymen' 
which is standing at 10.5%. 

The picture in the money markets i 
further clouded by high real interest rate 
of around 6%. Before taking over th 
government, Keating indicated that F 
believed the gap should be narrowe 
between inflation, currently at 3.5%, an 
interest rates. 

On 8 January, Dawkins said a redu 
tion in interest rates is an appropria 
response to a weak economy. "Low 
rates will assist in reviving confiden 
and help to prepare the ground fi 
economic recovery,” he said. 

Lower interest rates should fuel 
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Silver linings 


v Anthony Rowley in Tokyo 


HE TOKYO STOCK EXCHANGE (TSE) is 
U unlikely to enjoy a bull market this 

year, but certain sectors and indi- 
dual stocks could do well. Non yen- 
ased investors can also look forward with 
*asonable certainty to continuing strength 
t the yen against the US dollar and pos- 
bly against the Deutschemark. 

It was no surprise when the TSE quickly 
ave up the sharp gains it enjoyed imme- 
iately following the 30 December an- 
"uncement of a cut in Japan's official 
scount rate (ODR). The Bank of Japan, 
ider intense political pressure, has been 
wering interest rates, and more cuts are 
‘pected. But there is little reason to believe 
at these moves will solve all the prob- 
ms of Japan's economy or of the TsE. 

Japan may not be suffering a hangover 
mmn an over-expansion of consumer credit 

the US is, but the deflation of its asset- 
flation bubble will exert a sentiment-de- 
essing influence. As a result, investors 
ould be considering which sectors are 
ely to perform best in the context of a 
arket unlikely to produce more than a 
% improvement in values in 1992. 

Last year, certain sectors turned in a 
od performance despite a 2.4% decline 
the Nikkei 500 stock average and a 5.8% 
»p in the Nikkei 225 stock average. The 
idweights that pulled down the star 
"formers on the Nikkei 500 average were 
Ip and paper, which suffered a sectoral 
line of 23%; trading firms, which fell 
2%; and steel stocks, which fell 14.5%. 
The obvious question is how to spot the 
-performers for 1992. One approach is 
tart loading up on cyclical stocks. These 

stocks that respond quickly to an eco- 
nic revival, such as trading companies, 
micals and electricals. 
Michael Remington at S. G. Warburg 
urities in Tokyo points out that before 
recent cut in the ODR, most Japanese 
lagers expected the economy to bottom 
Jctober 1992. Now that rates have been 
2d further, sentiment could revive 
rer. 

$y mid-year, the TSE could shift from 

ig one driven by falling interest rates to 
driven by rising corporate profits. The 


Hitachi, while in the trading sector, it is 
strong on Mitsubishi. 

Such optimism, however, assumes that 
these stocks will benefit from lower inter- 
est rates and from a consequent rise in con- 
sumer spending and economic activity. 
The outlook for import demand and world 
trade this year, however, is not good, and 
this could be bad news for export-oriented 
Hitachi as well as for trading houses. 

Paul Heaton at W. I. Carr in Tokyo fa- 
vours a more selective approach to the TSE, 
Heaton expects the stockmarket to rise 10% 





from current levels by December, but he 
hedges his selections against the possibility 
that things may not go well for the 
economy as a whole, | 

For example, Japan's banking sector is 
unlikely to outperform the Nikkei 225 
average in 1992, but Heaton believes some 
regional banks could do better. He points 
out that regional banks are generally well 
placed to exploit their capital bases in 
meeting current loan demand. 

Whether consumer demand in Japan 
revives or whether the capital-goods sector 
fares better, companies that trade in elec- 
tronic parts and components such as 
Ryoyo should do well. Since these com- 
panies do not carry large inventories, they 
have more flexibility to supply demand 


wherever it ic 
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Revival 
plays 


By Adam Schwarz in Jakarta 


HILE NO ONE IS predicting an in 

W minent rally in the battered an 

much maligned Jakarta Stoc 

Exchange (JSE), there are growing signs thé 

the bottom has been reached. For thicl 

skinned investors, the time for selectiv 
investing has arrived. 

"Our view is that the [Indonesian] mai 
ket has technically bottomed out and the 
there is a case for cautious optimism, 
Barings Securities says. 

Foreign fund managers have begui 
taking a closer look at the Jakarta bours 
after shunning it for virtually all of 1991 
The JSE index, in a steady 12-month freefall 
dropped 40% during the year, 

A long delayed promise to privatise the 
exchange has, however, now been fulfillec 
by the government. Many brokers are 
hopeful that the bourse’s new owners car 
make headway in patching up settlement 
and trading systems and in establishing 
appropriate rules for brokers and would- 
be issuers. Just-announced tax breaks on 
investment trusts should pave the way for 
more participation in the market by indi- 
vidual Indonesian investors. 

Despite these improvements, near-term 
prospects remain murky, though most 
analysts agree that Indonesia’s long-term 
economic fundamentals are sound. 

One weakness of the JsE, however, is 
that it does not represent some of the most 
important economic activities in Indonesia. 
"The market is missing the three Ps: pe- 
troleum, plywood and palm oil," notes 
Eugene Galbraith, research director for 
Hoare Govett. And of the 142 stocks which 
are listed, liquidity for all but a handful 
remains poor; monthly turnover on the JSE 
averages only about 19; of the market's 
capitalisation. 

The primary obstacle to a market rally 
is the continued high interest rates offered 
by banks. Deposit rates have dropped 
slightly from mid-year highs of around 
25%, but they still hover just above 20%, 








oducts are two promising areas, while 
ertain commodity stocks — such as nickel 
xoducer Inco and pulp maker Indorayon 
— are on many brokers' buy lists. 

Investors should pick their stocks with 
are, though. Some listed companies will 
»e particularly affected by an increase in 
ax on interest income, announced on 6 
anuary in the fiscal 1992 budget. 

Many companies, for example, have 
arge loans and large cash deposits. These 
:ompanies may simply respond to the 
‘ax changes by paying down debt. Others, 
such as Indah Kiat and Indocement, which 
have recently purchased highly indebted 
firms, may benefit from tax credits ob- 
tained through their acquisitions and be 
able to neutralise the impact of the tax rises. 

The earnings of some cash-rich com- 

nies will clearly suffer. Barings has re- 
duced by 13% its 1922 earnings forecast for 
East Java-based cement manufacturer Se- 
men Gresik, for which interest income 
reportedly provided almost half of 1991 
earnings. 

Other analysts, however, say Semen 
Gresik, once its share price has adjusted 
for the tax changes, will still be an attractive 
stock. Indonesia continues to spend heavily 
on infrastructure projects — a trend rein- 
forced by the budget — and East Java 
should be a prime beneficiary of these 
outlays. 

Analysts say pulp and paper stocks 
hold great potential, given Indonesia's vast 
forests and a frequently stated government 
commitment to develop more tree estates. 
Jardine Fleming Nusantara (JFN), which is 
bearish on the market as a whole, recom- 
mends the stock of Inti Indorayon Utama 
on the back of high projected earnings in 
1993-94. JFN sees 1991 earnings-per-share 
for the three pulp and paper stocks on the 
JSE declining by 18% — but recovering with 
a 15% rise in 1992. 

Sales of many consumer products have 
been surprisingly resilient over the last 18 
months, despite the government's tight- 
money policy. This probably reflects the 
fact that most Indonesians do not borrow 
from banks and their purchases, therefore, 
are not affected when interest rates go up. 

Barings estimates the consumer-goods 
industry will expand by 15% in 1992, with 
above-average gains for Hero Supermarket 
and Modern Photo. Hero, with a 45% mar- 
ket share, should see sales jump by about 
30% in 1992, Barings says, though a recent 
extension of value-added tax to cover large 
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Friendlier skies 


By N. Balakrishnan in Hongkong 


ROSPECTS ARE BRIGHTENING for air- 
P line stocks after a nightmare year in 

which carriers the world over were 
buffeted by the effects of the Gulf crisis: 
high fuel prices and a sharp drop in both 
business and holiday travel. 

True, recession has replaced the fear of 
terrorist attack as the main inhibition to 
travel in the West. But things have im- 
proved somewhat since Boeing, the big US 
aircraft maker, felt compelled to persuade 
businessmen of the benefits of "being 
there" as opposed to making a long-dis- 
tance phone call. 

Aviation's woes were greatest in the US, 
where six airline companies, including 
mass-air-travel pioneer Pan American, 
went bust in 1991. 
Asian airlines generally 
fared better, though 
they too carried fewer 
passengers and had to 
hold prices steady in 
order to keep their load 
factors high. The costs 
of these strategies will 
show up in the lacklus- 
tre 1991 results that 
will be released soon. 

Some analysts are 
saying, however, that the worst is over for 
Asian airlines and that they will see a 
strong rebound in profits in 1992 and 1993. 
So this may be just the time for investors 
with a long-term view to buy airline stocks 
— and recall that though they may be 
fallen angels now, airlines were glamour 
stocks before the Gulf crisis. 

Outside Japan, Asia's three main listed 
carriers are Singapore Airlines (SIA), Ma- 
laysia Airlines and Hongkong's Cathay 
Pacific. All three expect to see recovery, but 
their growth rates may be different. 

All can derive comfort from the fact that 
Asia's air-travel market is expected to be 
the world's fastest growing in this decade. 
Boeing projects traffic growth of 9.6% for 
China, 7.5% for Japan and 9.6% for the rest 
of Asia — compared with 4.7% for the US, 
4.8% in the EC and 5.2% in Latin America. 

The weakening of the US dollar will 
alen henefit Cathav and Malavsia Airlines, 


for earnings recovery. 

As the only one of the three with 
domestic route network, however, Mal 
sia Airlines is handicapped by having 
keep certain domestic fares low for politi 
rather than business reasons. Even so 
has been able to raise some fares. Since | 
cember prices on its Singapore route hi 
jumped 17%, fares to Brunei have ri: 
15% and those to Kuching, East Malay: 
have risen 10%. 

SIA, meanwhile, is becoming a victim 
its own success as a number of count 
try to prevent it from increasing its mar 
share at the expense of their own carri 
This is reflected in recent arguments o 
aviation agreements with Canada and 





Prospects lift for Asian airlines. 


donesia. Despite these irritants, SIA is 
pected to see traffic growth of 10-12” 
1992. 

A New York service is expected to : 
in late 1992 or early 1993, buoying he 
for growth in business travel, especial] 
the US travel market is expected by the 
be reviving. The excess capacity and § 
reputation of Singapore's airport will 
benefit SIA as more international car 
establish hub operations there. 

Cathay’s greatest asset is that it is 
main carrier of “Greater China": Cl 
Hongkong and Taiwan. In 1992, t 
markets are expected to post ave 
growth of 9%. Cathay itself may acl 
traffic growth of up to 15%, accordir 
some analysts. The airline is currentl 
gaged in negotiations with the US v 
may result in it getting additional lar 
rights there. 

On the minus side, Cathay may <$ 
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South Korean-US car venture unravels amid acrimony 


eels off the wagon 





3y Mark Clifford in Seoul 
S car behemoth General Motors 
(GM) and South Korea’s Daewoo 
group are negotiating an end to 
a 15-year joint venture to pro- 
duce cars for domestic and foreign con- 
sumption. According to a source familiar 
with the negotiations, the two sides are 
expected to announce within weeks the 
dissolution of the partnership behind 
Daewoo Motor, the second-largest foreign 
investment in South Korea. 

Neither company will confirm that a 
parting of the ways is imminent, but the 
Daewoo group is expected to buy GM's 
50% stake for at least US$200 million. The 
group, as sole owner, is likely to affirm its 
faith in Daewoo Motor by pumping in 
capital and stepping up export efforts. 

The disharmony between Daewoo and 
GM was the result of a fundamental differ- 
ence in industrial strategy. Daewoo's in- 
sistence that domestic market share take 
precedence over bottom line results was 
anathema to GM, dogged by its own fi- 
nancial problems. 

The testy relations between the com- 
panies have been closely watched by other 
foreign investors in South Korea. The split 
is likely to underscore the difficulties of 
doing business with many South Korean 
companies, where autocratic management 
styles are increasingly ill-suited to running 
sprawling enterprises. 

By end-August, GM had invested a total 
of US$244 million in eight South Korean 
projects, according to the Ministry of Fi- 
nance in Seoul. Nearly US$200 million had 
been poured into the automobile venture, 
which was initially viewed by GM as a 
beachhead into the burgeoning economies 
of East Asia. 

The flashpoint in the relationship came 
in mid-1991, after the two sides quarrelled 
over how to respond to weak sales and the 
venture’s deteriorating financial perform- 
ance. Daewoo's management, reportedly 
lad hy the oroms forceful chairman, Kim 
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INDUSTRY 


third more than the standard working 
week of 44 hours. 

To try to move the mounting backlog of 
unsold cars, Daewoo decided to introduce 
a concessionary finance programme, al- 
legedly without informing its US partner. 
Loans were offered to would-be buyers at 
extremely attractive rates. GM believed 
such concessions were foolhardy when 
Daewoo and other South Korean com- 
panies were being pinched by the tightest 
liquidity squeeze in almost a decade. “We 
were paying 24% for money and lending it 
out at zero interest,” says a GM source. 

The GM official complains that under 
the Daewoo corporate ethos, “an operation 
has to meet its target, or it has to face the 
wrath from the top. There is less penalty 
for not selling the target than for not 








building it.” The official adds: “The 
mary [problem] is their penchant for « 
rating full out without considering 
market. That drives operating costs up 
increases inventory.” 

Daewoo Motor's cash flow slowed 
trickle, and its balance sheet reporte 
took on an even more anaemic pallo 
debt and receivables ballooned. Fina» 
data for 1991 has not been released. Bi 
end-1990, before the concessionary-fin 
ing programme was introduced, the 
ture’s debt:equity ratio was a stagge 
8.8:1. Interest payments rose to Won 1 
billion (US$137 million) in 1990 from ` 
51.4 billion in 1987. At end-1990, Daew 
equity investment of Won 142 billion 
shrivelled to Won 102 billion. 

Ironically, the divergence of the 
ners came as many aspects of the 
venture appeared to be strengthening 
says that the past two years had se 
25% increase in productivity and thre 
put, while the quality of the vent 
mainstay model, the LeMans, impr 
markedly. Shopfloor militancy had 
largely been brought under control. 

The blame for the venture's failur 
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Ding enough to help the promotion in the 
5 of the LeMans: The car was marketed 
rough GM's Pontiac division, but dealers 
‘ten used it as a low-priced promotion to 
itice customers into the showroom. 

According to the GM source, the com- 
nies decided to dissolve their partner- 
tip at a December meeting at the Tokyo 
lotor Show between Daewoo chairman 
im Woo Choong and two GM officials, 
ce-chairman Jack Smith and vice-presi- 
"nt for Asia-Pacific operations Tom 
«Daniel. They agreed, however, that GM 
ould keep its 50% share in Daewoo Au- 
motive Components, a profitable unit 
at makes suspension components, steer- 
% gear, pumps, brakes and radiators. 

GM bought into the South Korean auto- 
obile industry in 1972, when it picked up 
»yota's stake in Shinjin Motor Co. 
oyota was looking to do business in 
tina and was obliged by Peking to with- 
aw from its South Korean investment.) 
thappy with Shinjin's management, GM 
1976 asked the US Embassy in Seoul to 
rsuade the South Korean Government to 
d it another partner. 

Much to its surprise, GM was told that 

new partner would be Daewoo, then 
ter known for its textile and trading 
erations than for its experience in heavy 
lustry. GM initially resisted the choice 

1 asked for help from the US Embassy. 
ta trip to Detroit by Daiwoo's chairman 
med GM's fears. Kim even won man- 
ement control of the venture for 
ewoo, which Shinjin had not enjoyed. 
The alliance almost disintegrated in 
0-81, when South Korean planners tried 
nake Hyundai Motor the only passen- 

car maker. Hyundai, which wanted 
jority control of the proposed venture, 
| GM both resisted the proposal, the US 
apany taking its case as far as then 
sident Chun Doo Hwan. The govern- 
nt backed off and allowed the Daewoo- 
venture to keep producing cars. 

Kia Motors, which had been forced 

ler the rationalisation plan to stop 
king cars, re-emerged as a vigorous 

\petitor in 1987. It has since surged past 

‘woo to become the second-largest 

mobile producer in South Korea, with 

s of Won 2.5 billion in 1990, compared 

1 Won 4.6 billion for Hyundai and Won 

villion for Daewoo Motor. (GM's US ri- 

Ford has a 10% stake in Kia.) 

Jaewoo Motor responded to the Kia 

lenge by investing Won 368 billion in 

+90 and launching two models. Nei- 
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Bush's Japan visit offers little for Asia 
/ | 


A bigger stick 


By Anthony Rowley in Tokyo l 


hat will Asia get out of the in- 
W «s in imports Japan prom- 

ised to visiting US President 
George Bush? Japanese officials stressed 
during the Bush visit that import-increas- 
ing measures agreed upon with their US 
counterparts would be extended to all 
trading partners. A Japanese Foreign Min- 
istry official said Japan eventually wants to 
apply the concessions for the US to other 
countries on a most-favoured-nation (MFN) 
basis. MFN is the principle accepted by 
members of the Gatt whereby they extend 
to all others the favourable treatment given 
to any trading partner. 

The officials also emphasised that the 
measures are private-sector initiatives 
taken on a voluntary basis, apparently 
hoping to avoid complaints of govern- 
ment-to-government preferences that 
could be perceived as an infringement of 
Gatt principles. Tokyo could also be skat- 
ing on thin ice with Gatt in its offer of of- 
ficial loans at subsidised rates to help fi- 
nance imports procured from favoured 
nations. 

The spectacle of Japan bending over 
backwards to boost imports from ailing US 
industries could only be regarded by the 
rest of Asia as ironic, at best, since the trade 
imbalance between East Asia and Japan is 
greater than that between the US and Ja- 
pan. In the first 11 months of 1991, Japan's 
combined US$35.7 billion trade surplus 
with South Korea, Taiwan, Hongkong and 
Singapore exceeded that with the US by 
US$1.7 billion. 








These East Asian economies plus th 
rest of Asean accounted for nearly 25% c 
Japan's manufactured imports in the firs 
11 months of 1991. This share was large 
than the EC's 23% portion and approache 
the US’ 28%. 

Japan appears to regard its wideninj 
trade gap with the region as justifiable fo 
structural reasons, including the fact that ; 
high proportion of East Asian imports fron 
Japan are capital goods. Japan's combine 
trade surplus with the region has soared ir 
recent years, while the gap with the US ha: 
narrowed. 

Some Japanese companies plan to in 
crease imports from the region in an effori 
to ease trade friction. Toyota Motor Corp 
says it will raise the local sourcing of au- 
tomobiles and automobile parts to US$6.3 
billion in the fiscal year ending on 31 
March 1995 from US$3.7 billion four years 
earlier. About US$3.9 billion of the en- 
larged total will come from the US, with 
the remainder coming from Asia and Eu- 
rope. 

Japanese electronics giant Hitachi aims 
to increase the Asian portion of its local 
procurement of goods and parts to 42% in 
fiscal 1994 from 37% six years earlier. The 
increased buying will be directed at prod- 
ucts such as Tvs and videocassette record- 
ers. 
The US is likely to enjoy the lion’s share 
of benefits offered under the Business Ini- 
tiative for Global Partnership that Japan 
introduced in late 1991 and expanded 
upon during the Bush visit. An official at 
Japan’s Ministry of International Trade and 
Industry (Miti) says about 50% of the 


Japan’s changing trade patterns 
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lanned US$10 billion annual increase in 
mports of automobiles, machinery and 
lectrical and electronics goods by fiscal 
993 from the 1990 level would benefit the 
JS. A separate agreement was announced 
luring the Bush visit whereby Japanese 
iutomobile makers would procure through 
jourcing in the US as well as through im- 
»orts about US$10 billion more Afnerican- 
nade auto parts by fiscal 1994. š 

Nine automobile makers including 
ľoyota have committed themselves to 
aising total imports by 49% to US$7.3 bil- 
ion by fiscal 1993, though this figure will 
»robably rise to more than US$8 billion 
ander the separate agreement with the US. 
Ten Japanese electronics companies in- 
cluding Hitachi say they will increase im- 
ports by 70% to US$17.4 billion in the pe- 
riod, while four machinery companies plan 
to raise imports by 55% to US$1.7 billion. 

The 23 companies are among, 88 that 
have promised to support the Business 
Initiative for Global Partnership. Miti says 
the remainder have yet to work out their 
import-raising targets, and it declines to 
speculate on how big these may turn out 
to be. There are also no official estimates of 
the likely impact of the promise, an- 
nounced during the Bush visit, that major 
Japanese trading companies will expand 
their imports by 10% annually over the 
next few years. 

Japanese assurances that these trade 
measures are not geared specifically to- 
wards benefiting the US appear to be 
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By Peter Hannam in Ulan Bator 


The governor of the Mongolian central 
bank has an unenviable job. Never mind 
the hazards of steering the ailing former 
socialist economy through a maze of 
market reforms with only a single eco- 
nomics textbook for guidance. Just the 
suspicion of error can be enough to have 
him thrown in jail and his head shaved. 

In December, the 33-year-old Mon- 
golbank governor, N. Zhargalsaikhan, 
experienced just such an event, when he 
and two of his colleagues were sum- 
moned to the State Procurator’s Office 
far eiectionine ahont their role in recent 





aimed more at the EC than at East Asia. 
The EC has considerably more political 
clout than any of Japan's Asian trading 
partners even though its trade deficit with 
Japan in the first 11 months of 1991 was 
US$10 billion smaller than that of the 
combined deficit for South Korea, Taiwan, 
Hongkong and Singapore. 

EC ministers have already begun voic- 
ing complaints over what they claim is Ja- 
pan's preferential treatment of the US. In 
1991, after Japan agreed to market-opening 
measures with the US in the US-Japan 
Structural Impediments Initiative, EC offi- 
cials quickly got assurances from Tokyo 
that the same benefits would be available 
to European trading partners. 

Tokyo's attitude towards raising im- 
ports of products from East Asia is am- 
biguous. One reason is that political pres- 
sure from the region carries much less 
weight than that from the US or the EC. 

Miti officials also believe it would be 
difficult for Japan to cut the growing trade 
gap with East Asian countries. They say 
the widening trade surplus with South 
Korea, Taiwan, Hongkong and Singapore 
can be traced to ever-increasing purchases 
of Japanese-made parts and components 
for the manufacture of export-oriented 
goods. They also point out that Japan 
has eliminated all restrictions on the im- 
port of manufactured goods and that, at 
2%, Japan's average tariff rate is lower 
than that of other major developed coun- 
tries. 


Bankers. beware 





Another problem for the East Asi 
countries is what Japanese officials claim 
the sometimes inferior quality of th 
products. Miti officials say the quality 
some goods made in the region is sim] 
not up to the standards demanded 
Japanese consumers. 

Miti officials, however, admit there 
significance for East Asian countries in 
agreement with US automobile makers 
scrap accords preventing Japanese d 
tributors tied to major domestic mak 
from displaying foreign-made cars. T 
deal could help the region's automot 
makers sell cars in Japan. 

In another agreement reached dur 
the Bush visit that could help Asian coi 
tries, Miti's export-import insurance d 
sion agreed to increase the value of cov 
age for US exports with Japanese conte 
Miti officials say this principle could 
applied to other countries exporting to 
pan locally made Japanese goods. 

Tokyo also promised to expand 
procurement of foreign-made compu 
and to increase market access for prodi 
such as paper, flat glass and semiconc 
tors. With the exception of semiconduct 
however, these measures are more lil 
to benefit US and European producers 

More foreign direct investment is . 
to be encouraged. But apart from Hc 
kong, which represented 2.9% of total 
eign investment in Japan as of April 1 
no other Asian country figures indiv 
ally. 





without his presence at the helm. Unde 
pressure, the magistrate let him out k 
work in his office, minder in tow, pro 
vided he returned to his cell at night. 

This continued for a few more day 
until Zhargalsaikhan was granted bai 
still without charges being laid. The cor 
ditions were that Zhargalsaikhan's fathe 
and brother — the 27-year-old Mongi 
lian Stock Exchange chief — agreed 1 
take his place in jail if he did a bunk. 

Before his arrest, Zhargalsaikhan ha 
just completed a tour of financial capital 
signing agreements opening the way fc 
emergency assistance to stabilise Mol 
golia's economy. News of his detentic 
“spread like wildfire throughout th 
world,” the local media reported som 
what hopefully. 

Zhargalsaikhan's arrest certainly di 
rupted his bank's negotiations to 1 
schedule a US$33 million loan to Arc 
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idonestan firm aims for regional satellite programme 


A giant stride 


' Adam Schwarz in Jakarta - 


n response to new commercial-satel- 
lite services planned for the Asia-Pa- 
cific region, Indonesia's 15-year-old 
lapa programme is poised to broaden its 
verage from Southeast Asia and Indo- 
ina to North Asia and the Pacific islands. 
lapa's new venture will offer the first 
mmercial satellite to compete with 
elsat on trans-Pacific traffic. It could also 
d the way to a new regional satellite 
gramme. 
"Palapa has been losing its lead by 
ng complacent,” says Adi Adiwoso, 
io manages Palapa's new venture. "Now 
apa has decided to compete with 
new satellites in the region." 
The new company, Pasifik Satelit 
santara (PSN), is entering busy 
es. International satellite consor- 
m Intelsat, Hongkong-based 
asat and US-based Orbx, among 
ers, plan to launch satellites cov- 
g the Asia-Pacific region in the 
t four years. 
PSN will get at least a one-year 
ıp on all these ventures because 
ill use a satellite already in orbit. 
' company, which has as its ma- 
shareholder an Intelsat signatory 
ion, intends to chip away at 
lsat's hegemony over cross-Pa- 
: telephone traffic. 
"rivately owned Alpha Lyracom, which 
rates Orbx, has encroached upon 
lsat's monopoly in trans-Atlantic tele- 
ne traffic, but only Intelsat carries 
shone transmissions across the Pacific 
an. Asiasat launched a 24-transponder 
llite in mid-1990, but this satellite does 
compete directly with Intelsat. Asiasat 
joint venture among Cable & Wireless 
ritain, China International Trust & In- 
ment Corp., China's overseas-invest- 
t arm, and Hutchison Whampoa of 
gkong. 
he maximum reach of Intelsat’s cur- 
Pacific coverage is about equal to the 
ince between San Francisco and Sin- 
re. Calls to Asia from New York, for 











ship with Intelsat. "We will have to coordi- 
nate [PSN's activities] very carefully with 
Intelsat," says Sahala Silalahi, the PT 
Telekomunikasi Indonesia (Telkom) official 
in charge of the agency's Palapa pro- 
gramme. 

PSN agreed on 19 December to purchase 
the Palapa B-1 satellite, which was 
launched in 1983, from Telkom. The B-1, 
which has been used as a back-up to two 
other Telkom satellites since May 1990, has 
enough fuel to remain in stationary orbit 
for another four or five months. 

PSN, however, plans to move B-1 to a 
different orbit and allow it to incline 
gradually, thereby saving fuel and extend- 


Palapa Pas 


tpri 





ing the satellite's life by about three years. 
While it costs more to receive signals from 
a satellite in an inclining orbit because of 
the special equipment needed, PSN believes 
it can attract enough customers by offering 
steep discounts on the price of its trans- 
ponders, or satellite channels. 

The B-1 will reach its new orbit and start 
transmitting in May, Adiwoso says. The 
satellite's footprint from this new orbit will 
stretch to China's coast from Hawaii. Its 
only overlap with the Palapa footprint will 
be in parts of the Philippines. 

Telkom received a 40% stake in PSN in 
return for contributing the B-1 to the ven- 
ture. Elektrindo Nusantara, a subsidiary of 
Bimantara, a conglomerate controlled by 
President Suharto's second son Ramhano 


rialised. Alisjahbana and Adiwoso wes 
the main movers behind PSN, according t 
analysts, and they convinced Telkom to g 
along. 

PSN needs to invest about US$2 millio: 
to expand Telkom's satellite-transmissio: 
centre in West Java, and it will pay Telkon 
à still-to-be-negotiated annual fee to ope 
rate Palapa Pasifik, as the B-1 satellite wil 
be known. But with no cash outlays for it 
satellite or launching costs, PSN has ai 
enormous competitive edge. Adiwoso esti 
mates that PSN will break even if it lease: 
just six of its 24 transponders. 

Marketing is not expected to be a prob 
lem. Adiwoso estimates that demand foi 
transponder space in Asia exceeds curren: 
supply by 50-100 transponders. Customers 
of PSN in its first year will pay about 
US$250,000 for a full transponder, com- 
pared with US$1.1 million for a Palapa 
transponder or US$1.3-1.4 million for an 
Asiasat transponder. “This [discount] pro- 
vides enough offset for customers to pur- 
chase additional tracking equipment,” 
Adiwoso says. 

Intelsat has four satellites cover- 
ing the Asia-Pacific region, and 
three have been allowed to incline 
in orbit in order to extend their op- 
erating lives. It plans to launch two 
new satellites some time in 1993. 

But because the B-1 is a higher- 
powered satellite than Intelsat’s 
older-generation craft, signals from 
the B-1 can be received by a dish 3 
or 4 m in diameter, compared with 
an 11-m-diameter dish needed to 
receive signals from Intelsat. Sec- 
ond-year fees for Palapa Pasifik will 
rise to about US$500,000 for a trans- 
ponder, while third-year fees will 
increase to US$800,000. Adiwoso says PSN 
will try to lease transponder space on 
three-to-five-year contracts. 

“The important thing to remember 
about PSN is that it is not a three-year ven- 
ture,” Adiwoso says. “It will be a continu- 
ing business.” 

PSN plans to buy other Palapa satellites 
as they reach the end of their operating 
lives. The next available satellite for PSN is 
Palapa's B-2P satellite, which is scheduled 
to leave Palapa’s service near the end of 
1995, 

Adiwoso says PSN has “an understand- 
ing” from Telkom that it will be allowed to 
purchase the B-2P provided that a planned 
C-1 satellite, the first of a new generation 
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wint,” Adiwoso says. 

Telkom officials are more cautious 
bout PSN's prospects. One concern is that 
SN will grab transponders that Palapa 
ould use. “PSN may need a new satellite 
fore we can give it to them,” Silalahi 
ays. 

Palapa has two satellites aloft with a 
otal of 48 transponders, virtually all of 
which are leased. (Asiasat's 24 transpond- 
s are fully booked as well.) A Palapa 
3-4 satellite, with another 24 transponders, 
will be launched in May by McDonnell 
Jouglas Corp. of the US. About half of the 
3-4 transponders will be reserved for Indo- 
yesian customers. Silalahi expects Palapa 
will be able to lease the other 12 by May 
1994. 

“If [PSN's] Asia-Pacific market is really 
promising, we could use one of our three 
satellites [for PSN's footprint],” Silalahi says, 
^or we could split C-1’s transponders be- 
tween PSN and Palapa. The problem is that 
we have to design the C-1 within the next 
six months if we are to meet our launching 
schedule. Ideally, we could make the C-1's 
transponders switchable so they could be 
used for either footprint." 

A delayed launching of the C-1 would 
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be disastrous for PSN. This would mean the 
company's B-1 transponders would be 
phased out before they could be replaced 
by transponders from either the B-2P or 
the C-1. If that were to happen, PSN would 
have to disrupt service to its B-1 custom- 
ers, which could cause it to lose critical 
ground to other satellite operators. 

PSN's principal customer targets are 
satellite news gatherers such as Cable 
News Network (CNN) and the Public 
Broadcasting Service in the US; video, 
voice or data transmitters that want a 
satellite back-up for fibre-optic-transmis- 
sion networks; closed data-network 
systems; and international video broad- 
casters. 

Adiwoso says PSN has received five se- 
rious enquiries from prospective custom- 
ers and has been contacted by another 
dozen interested parties. He refuses to di- 
vulge the names of potential customers. 

Sources familiar with PSN say one pos- 
sible customer may be the US Armed 
Forces Radio & Television Service, which 
beams to American servicemen world- 
wide. 

Nonetheless, PSN faces a host of regula- 
tory obstacles in providing cross-border 


PHILIPPINES 


satellite transmissions. In Japan, the gc 
ernment's policy is to allow only Japane 
companies or Intelsat to down-link satel} 
signals. Similar problems exist in Indo» 
sia. CNN leased a transponder from Pala 
in 1991, but the company has been unal 
to utiliseit because of regulatory proble! 
with Indonesia’s Department of Inforn 
tion, or Depen. 

CNN reached an agreement in 1991 w 
Indonesian television station RCTI, whicl 
also owned by Bimantara, to market 
p es in Indonesia. But Bimanti 
director Peter Gontha says Depen apr 
ently will not allow the company's p 
grammes to be uplinked to Palapa fr 
Indonesia. Gontha says it is possible t 
CNN, which broadcasts to Asia via Intel 
will buy space from Palapa Pasifik: 

In the long term, PSN executives 
looking to turn their company into a 
gion-wide satellite programme. In p 
years, Indonesia has tried to entice 
Asean neighbours into becoming, shé 
holders in Palapa and helping make 
Palapa programme into a full-service cc 
petitor to Intelsat. 

There has been little response, mucl 
Indonesia's chagrin. Telkom officials ad 


million a share at the elite Manila Golf C 
The average cost of membership shares in 
four clubs south of the capital is P1 mill 
with one project pre-selling shares 


P350,000. 

These prices are cheap by the standard 
the Japanese and Taiwanese players who 
among those the clubs hope to attract. Ro 
Sobrepena, who heads the group constr 
ing the Manila Southwoods Golf and Cc 
try Club in Carmona, Cavite, says the 


Green-field sites 


rise. The expatriate executives and 
wealthy locals that will live and work in 
these new developments are expected to 
make a ready market for golf course 
memberships. 


By Pigoberto Tiglao in Mania 


Put aside GDP figures; what may prove 
to be a better guide to the future of the 
Philippine economy is shaping up 


south of Manila. A rash of major golf 
course projects is expected to be com- 
pleted this year in Cavite and Laguna 
provinces — showing that some Fili- 
pino magnates retain a dogged opti- 
mism about the country's prospects. 

The investment thrust also reflects 
a surge in economic activity south of 
the capital. Three of the new projects 
are close to industrial estates. 

Architect Felino Palafox, who is 
planning two of the golf courses, says 
the area is replicating the 1960s growth 
of Makati, which three decades ago 
was mostly paddies. Now it is Ma- 
nila’s financial district and the site of 
plush residential areas. 

Indood the onlf course proiects are 








Among the attractions of the new 


Four more courses 


@ Planned 
golf courses 


@ Existing golf 
courses 


intends to be a tourist destination for pla 
on four-day golf holidays. 

World-class pros such as Arnold Pal 
and Jack Nicklaus have been contracte 
design the courses for fees ranging f 
US$1-1.7 million. Even grass for the gree 
being imported in order to meet US 
Association standards. 

The six 18-hole courses under cons 
tion at the four sites will cost an averas 
US$11 million a piece, excluding land c 
club buildings and road links. The addit 
expense of developing the residential ; 
that are to be part of the schemes will 1 
total cost for the four projects to about US 
million by the end of this year. 

Gambling on golf course develop! 
may seem misplaced, given the Philipp 


? some annoyance with plans by Thailand 
md Malaysia to move ahead with their 
wn satellites. Telkom officials say they 
xpected more interest in their plan after 
roviding cheap satellite services to the re- 
ion for so many years. 

Telkom and PSN plan to raise the idea 
zain at an April meeting of Palapa cus- 
mers. "Indonesia wants to share its re- 
"urces with the Asia-Pacific region," 
diwoso says. "We want to pre-empt 
urely private satellite systems from domi- 
ating [in Asia].” 

Adiwoso says privately owned satellite 
perators in the West who plan on 
rgeting the Asian region are “only in it 
r the money." He says PSN wants to set 
? a regional satellite entity in which Indo- 
sia holds only a minority stake and in 
hich other Asian countries "can feel a 
ng-term sense of belonging." 

For PSN executives, the Palapa Pasifik 
tellite is seen as the first step to 
eating an entity serving Asia that could 
mpete with trans-Pacific satellites. “psn 
a bold step for Indonesia," Adiwoso 
ys. "We are entering the international 
ena and competing directly with Japan 
d the US." s 





s United Laboratories — the nation’s 
gest drug-manufacturing company 
initially purchased the lots as an al- 
native site for industrial expansion. 
The 280-ha site of another, the 
chard Residential Estates and Golf 
1b, had once been a fruit farm held 
the Robles family, whose Sta Lucia 
alty & Development Corp. has rid- 
1 the country’s real-estate boom. The 
it-venture partners in the Sta Elena 
If Course Community, meanwhile, 
9 boast blue-chip pedigrees. Among 
m are: Bienvenido Tantoco, presi- 
Yt of Rustan's department store, one 
the nation's largest retail stores; and 
onso Yuchengco, chairman of 
lippine Long Distance Telephone 
; and Rizal Commercial Banking 


P. 
The fourth project, Tagaytay High- 
ds International Golf Course, was 
ouraged by the mall-development 
ns of retail-magnate Henry Sy, 
ver of the largest chain of shopping 
tres in the country. Sy in 1989 un- 
ed his grandiose plan of building a 
l-based resort in the Tagaytay area. 
d prices in the area skyrocketed 
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ECONOMIC MONITOR: VIETNAM 


Balancing act 


ietnam managed in 1991 to es- 

cape the economic disaster that 

many had predicted following 

the abrupt suspension of aid 
and concessionary trade from the former 
Soviet Union. Despite a further setback — 
the loss of more than 1.5 million tonnes of 
rice due to cold weather and floods — the 
country succeeded in balancing its trade 
account by raising exports and slashing 
imports. 

Hard-currency exports to the non- 
communist world increased to US$1.9 bil- 
lion, according to official estimates for 1991, 
compared with US$1.2 billion in 1990. 

The export base, however, remained 
narrow. Nearly 30% of export earnings 
came from crude-oil sales, which rose to 
3.9 million tonnes from 2.5 million tonnes 
in 1990. Coal exports jumped nearly 50% 
to 1.2 million tonnes. With food production 


stagnating at 22 million tonnes, food ex- 
ports fell to 1 million tonnes from 1.4 mil- 
lion tonnes in the previous year, according 
to estimates. 

Industrial exports also fared poorly. 
Exports to the former Soviet Union 
amounted to US$85 million, compared 
with Rb! 1 billion in 1990 (US$1.8 billion at 
then official exchange rates). This caused 
serious disruption to Vietnam’. tevtila 





steps to protect its scarce foreign-exchang 
reserves. 

In October, the government banned tk 
import of consumer goods until 1992. 
also decided that the import of productio 
materials such as oil products, fertilise 
machinery and raw materials must be aj 
proved at ministerial level. 

The nation's shifting trade patterns bx 
came clearly discernible as Singapore be 
came Vietnam's largest trading partne: 
The island republic's share of Vietnames 
exports jumped to 30% during the first nin 
months of 1991, compared with a mere 62 
in 1990, while its share of Vietnamese im 
ports rose to 32% from 8%. 

Foreign investment was a bright spot 
Hanoi approved 149 foreign-investmen 
projects during 1991. These were worth ; 
total of US$1.2 billion, more than double 
the figure for 1990. Roughly US$661 mil 
lion was earmarked for industrial projects 
up from only US$108 million the previous 
year, 

At the same time, however, Vietnam 
had to grapple with an escalating inflation 
rate. Heavy demand for foreign exchange 
to pay for imports — and at least US$300 
million worth of smuggled goods — also 
seriously weakened the local currency. The 
dong began to drop abruptly in mid-1991, 
though it has strengthened somewhat in 
recent weeks. 

This has been attributed to an increase 
in exports in the final quarter of 1991 and 
to the government's decision late in the 
year to sell one tonne of gold on the free 
market to slow the dong's fall. The price of 
gold, which along with the US dollar is 
used by many Vietnamese to protect their 
savings from inflation, rose to Dong 5.7 
million a tael (37.5 gm) in early January 
1992 from Dong 3.9 million in July 1991. 

Inflation, which had averaged less than 
4% a month since March, rose to 5.6% in 
November and 6.1% in December, leading 
to an annual rate near to 60%. However, 
this was considerably less than economists 
had feared following the abrupt loss of 
Soviet aid at the beginning of 1991. Hanoi 


managed this feat by increasing taxes and 
heldi-.-.— 2... s Tm 
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south Korean refinery expansion disrupts petroleum market 


e new oil sheikhs 


3y Carl Goldstein in Seoul 

The South Koreans are doing it 
again, much to the dismay of 
their business rivals. In the 1980s, 
Hyundai and Kia overturned 
conventional wisdom by conjur- 
ing up a competitive automobile industry. 
Two years ago, Samsung and Hyundai 
flouted common sense in building an ex- 
port-dependent petrochemicals sector. 
Now South Korea's five oil refiners — 
Yukong, Honam Oil Refining, Ssangyong 
Oil, Kyung In Energy and Kukdong — are 
seeking to establish themselves as major 
exporters of refined oil products in a coun- 
try with no indigenous sources of petro- 
leum. 

What is more, Yukong, Hyundai and 
Samsung want to become integrated oil 
firms, doing everything from finding the 
stuff to selling it around the world. And 
this despite the fact that the latter two have 
done little more than dip their toes in the 
industry. 

Although arguably driven more by 
corporate rivalry than sound business 
sense, the companies appear prepared to 
spend large sums of money to get what 
they want. South Koreans have become 
increasingly active on the international 
scene, bidding for exploration blocks 
from the Russian Far East to the Middle 
East. 

The vaunted ambitions of the country’s 
refiners illustrate the way big economic 
decisions are made in South Korea. From 
chemicals to semiconductors, the South 
Korean penchant for the grand gesture has 
produced almost as many losers as win- 
ners. 

While South Korean firms have been 
able to establish themselves as major world 
players, it has often been achieved at great 
cost and left an industry hobbled by debt 
for years, needing price supports or steep 
import barriers to survive. 

The country’s petrochemical producers 


wlasdine far anvernment action 
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most 1.6 million barrels per day (bpd) from 
850,000 bpd in 1988, at a cost of US$4 bil- 
lion. 

This expansion has had two conse- 
quences. The first was to push industry- 
wide debt from US$4.3 billion in 1989 to 
US$9.7 billion by the end of 1990, accord- 
ing to the Bank of Korea, the country's 
central bank. And the amount has grown 
since then. 

The second has been to create a surplus 
of up to 400,000 bpd of oil products out of 
a total capacity of 1.6 million bpd. 
Because refiners are keen to run their 
plants as close to full capacity as 
possible, much of the excess pro- 
duction must be dumped overseas. 
“Sometimes we make a profit on our 
exports, sometimes we don’t,” says 
a senior executive at Ssangyong Oil, 
the most aggressively expansionist 
of South Korea's refiners. 

This casual attitude towards the 
bottom line is putting pressure on 
Japanese and Western oil companies 
operating in East Asia. "The South 
Korean surplus is driving down re- 
fining margins from Tokyo to Singa- 
pore," says the Seoul-based chief 
trader for one of the oil majors. 

In South Korea, demand for oil 
products rose at an annual rate 
of 16% in 1987-91, and is expect- 
ed to continue growing, though at 
a slower pace. So the domestic 
market will eventually be able to 
soak up the present output level of 
1.6 million bpd, probably within five 
years. 

In the meantime, South Korean 
refiners will find it difficult to make 
profits, while regional markets for 
oil products are being shaken up. 

This is because South Korea's unsophis- 
ticated refineries are not capable of 
processing the “bottom” of the crude bar- 
rel into higher value-added refined pro- 
ducts like petrol or naphtha. As they in- 
crease output to get higher amounts of the 





State-owned China National Chemic 
Import and Export Corp. is reported to 
reducing the amount of crude oil it p 
cesses in Singapore by at least 20% 
45,000 bpd, due to the decline in pre 
margins. An international oil indus 
consultant, writing in Petroleum Intellige 
Weekly, said that a 5% change in refin 
utilisation levels would typically al 
profit margins by as much as 33%. 
South Korean exports of 250-300, 
bpd in 1991 have therefore had a sigr 


South Korea’s oil refiners 


cant impact on regional markets. Ana 
expect 1992 exports to remain in the : 
range. 

South Korea's shortage of upgra 
capacity has led the country's refine 
launch another building spree. Cu 


ates from the 1960s, when the South Ko- 
an oil-refining industry was established 
nder the tutelage of mainly US firms. All 
ut Caltex of the original foreign partners 
t the various firms dropped out in the 
suing years — perhaps to their regret. 
he rapid increases in energy consumption 
ver the past few years have lifted the 
uth Korean market to the size of a sec- 
\d-tier European economy, such as Spain. 
nd Seoul's cautious efforts to liberalise its 
| industry have been eagerly anticipated 
' foreign oil executives, who are looking 
r ways to gain a bigger piece of a tasty 
e. 

In September, Saudi Aramco com- 
eted the purchase of a 35% stake of 
angyong for US$400 million. Abu Dhabi 
ational Oil Co. (Adnoc) and Total of 
ance are negotiating to buy a combined 
ike of 25% of financially troubled 
ikdong. Kyung In Energy has been 
king for a foreign firm to purchase a 


ority stake in the company. 

ritish Petroleum (BP) and the Royal 
:h/Shell group saw their earlier efforts 
uy into South Korean refiners frus- 
'd by opposition from both govern- 
t and local business. Now they would 





the past from the government's view 
that, as in many countries, national 
security requires wrapping the oil industry 
in a profitable straitjacket of controlled 
prices. 

Still, the industry's rising debt levels 
have worried some observers. Ssangyong 
Oil's debt-to-equity ratio trebled to 1.8 be- 
tween the end of 1989 and the middle of 
1991. Kyung In's ratio rose to 4.6 from 2.5 
over the same period. Yukong's jumped 
from 2.2 in 1989 to 3.9 at the end of 1990, 
before a timely revaluation of the com- 
pany's fixed assets lowered the figure to 
1.2 in June. 

But one foreign broker in Seoul noted 
that oil companies’ debts were judged dif- 
ferently from those of other industries. “We 
look upon the oil companies more as pub- 
lic utilities," she said. Three of the five re- 
finers are listed: Yukong, Ssangyong and 
Kyung In. Kukdong and Honam are pri- 
vately owned. 

The straitjacket is being loosened, 
though, in response to international 
pressure and to the need to encour- 
age the more efficient use of energy, 
says Jeon Gyoo Jeong of the Korea 
Energy Economics Institute. 

In moves to deregulate the in- 
dustry, the Ministry of Energy and 
Resources is targeting price controls, 
service-station licensing and foreign 
participation. On the price front, the 
authorities began lifting controls on 
naphtha and jet fuel three years ago. 
The latest step came in September, 
when petrol and kerosene prices 
were theoretically freed. Officials say 
the final step should come by 1993, 
when fuel-oil and diesel prices are 
to be decontrolled. 

But deregulation, South Korean- 
style, resembles the Japanese system 
of administrative guidance. "We 
have to keep prices stable," says Kim 
Jong In, deputy director of the min- 
istry's energy policy division. “If 
prices go up, we can ask them [the 
oil companies] why," he says. 

Kim adds that the government 
intends to supervise the industry 
closely during the early stages of 
deregulation. Only after the au- 
thorities have had a chance to observe the 
behaviour of producers and consumers 
would the industry be further liberalised, 
he says. 

Another reason for the authorities' 
caution stems from their evnerionca in 
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possibly Daewoo) in South Korea. "TI 
experience of the petrochemical indust 
has convinced us that we cannot allow 
sixth refiner into the industry, as it woul 
lead to overcapacity," says Kim. 

But at the downstream end of the c 
business, the authorities have moved mor 
decisively to loosen controls. In separat 
actions in September and November, th 
authorities eased restrictions on the licen: 
ing of new service stations. 

Amid a widespread recognition that th 
car population has outpaced the numbe 
of service stations, a flood of more thai 
1,000 applications greeted the authorities 
decision in November to allow stations tt 
be located closer to each other. 

Two months earlier, the governmen 
moved to allow refiners to own more ser 
vice stations directly. Past efforts to curl 
industrial concentration had limited th« 
number linked to refiners to about 15% o 
the total of 4,300 petrol stations, ever 
though many ostensibly independent ope 
rators are closely linked to refiners. The oi 
companies are now keen to expand their 
retail networks in order to dispose of their 
increased capacity. 

The catalyst behind the industry's 
shake-up has been surging demand for the 
lighter refined products, especially petrol, 
kerosene and diesel fuel. Petrol consump- 
tion alone shot up 29% a year in 1987-90, 
continuing at a similar pace in the first 
seven months of 199]. 

Overall demand rose by 16% a year 
during the same period. In 1990, the in- 
crease was 24%. Thailand was the only 
East Asian country that even approached 
this rate of expansion. The average increase 
in 1990 for Japan, Indonesia, Taiwan, Thai- 
land, Malaysia, the Philippines and Singa- 
pore was 8%. 

This rate stands in sharp contrast to 
the 2-39; annual increase in petroleum 
demand in the US and the EC in recent 
years. 

There are several reasons why South 
Korean demand is booming. The number 
of vehicles has risen eightfold to 4 million 
in the past 10 years. At the same time, large 
numbers of consumers have been shifting 
from the use of coal to kerosene and gasoil 
for cooking and heating. 

In addition, a residential construction 
boom that took off in 1988 has led to a big 
increase in demand for electric power, 
which has had to be met by oil-fired power 
plants. 
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Foreigners face hurdles penetrating Korean market 


Dallas revisited 


A family feud is holding up the 
latest foreign purchase of a piece 
of the South Korean oil industry, 
months after a deal was pro- 

. Abu Dhabi National Oil 
Co. (Adnoc), through its investment arm 
[International Petroleum Investment Co., 
and Total of France are negotiating to buy 
25% of Kukdong Oil. Total has extensive 
interests in Abu Dhabi and a longstanding 
relationship with Adnoc. 

The foreign parties and 47.5%-owner 
Chang Hong Sun, a former chairman, are 
keen to complete the deal. There is also no 
doubt the debt-burdened company needs 
the cash. But Hyundai Group founder 
Chung Ju Yung, whose firm owns another 
47.5% of Kukdong, appears determined to 
scupper the deal. 

The close relationship between the two 
brothers-in-law soured in the early 1980s, 
after a big expansion programme by 
Kukdong ended up costing far more than 
planned. When Chang in 1985 tried to sell 
British Petroleum (BP) a sizeable chunk of 
the company without asking leave of 
Chung, things went from bad to worse. 

This time the former Hyundai boss ap- 
pears to be playing another game as well: 
jockeying to extract a stiff price from the 
government for eventually giving in. His 
terms involve gaining permission to build 
his own oil refinery. 

“We definitely have the ambition to 
build one, but it's too sensitive to say so 
publicly now," says a top executive at 
Hyundai. Last year, the group made a stab 
at accomplishing the same thing by at- 
tempting to seize control of Kukdong. 

This move was blocked in August, 
when state-owned Korea Petroleum De- 
velopment Corp. (Pedco) took a 5% share 
in the company. The state company's stake 
was originally portrayed as a voting bloc 
that would break the deadlock, but Pedco's 
new president Choi Dong Kyu, a former 
minister of energy, has seemed unwilling 
to take decisive action. 

Industry observers say Adnoc insisted 


on bringing Total into the deal when it 
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ernment are still discussing how to revive 
the company, and the intention is to dou- 
ble the existing capital of Won 150 billion 
(US$200 million). 

Under this plan, Adnoc and Total 
would together pay Won 75 billion for their 
25% stake in Kukdong. (The remaining 
Won 75 billion would come from the cur- 
rent shareholders.) On the whole, this 
would have to be regarded as a cheap price 
to pay for a share of a refinery with 100,000 
bpd in primary capacity and soon a fur- 
ther 40,000 bpd in upgrading capacity. 

But the prospective foreign partners’ 
desire to help Kukdong seems at odds with 
the South Korean Government's consistent 
opposition to the idea of giving foreigners 
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a direct management role in the refining 
industry. The only exception at present is 
Honam Oil, a 50:50 venture between Caltex 
of the US and the Lucky-Goldstar Group 
dating back to 1967. 

When Ssangyong Oil first mooted the 
idea of setting up a new joint-venture com- 
pany with Saudi Aramco at the beginning 
of the year, the official response was a re- 
sounding "no." One reason was the au- 
thorities’ unwillingness to see new refin- 
ing companies being set up. If the 
Ssanevong-Saudi venture were given the 


keep day-to-day control in South Kore 
hands. This despite the fact that the Si 
dis’ stake made them the largest sha 
holder, well ahead of Ssangyong Cemer 
25%. 

Analysts say Ssangyong Cement has 
option to increase its stake to a level eq 
to that of Saudi Aramco, but has no pli 
at present to exercise it. Bowing to gove 
ment pressure, Ssangyong Oil has set 
an eight-man executive committee, s 
half and half between Ssangyong e 
Aramco representatives, according to F 
Jong In, deputy director of the Ene 
Ministry's policy division. 

Aramco's chief representative on 
committee is Kim Sun Doung, accord 
to the Energy Ministry. And who is tl 
"He's the guy who's been running ! 
company for years," says a foreign oil n 

The Saudis have been willing to } 
along because the deal fits their prim 
objective of securing outlets for their cr 
oil. Ssangyong receives 70% of its cr 
from the Saudis, according to a se 
executive, and this amount will incn 
further. 

Besides the immediate cash infu 
from Saudi Aramco's 35% share purck 
Ssangyong will also gain help in pa 
for its ambitious building programm 
top company official said the plan wé 
build 110,000 bpd in upgrading capa 
including a 30,000-bpd hydrocrack« 
30,000-bpd catalytic cracker and a 55 
bpd desulphurising facility. He va 
these facilities at US$1.2 billion and 
they would be completed by 1995. 

Abu Dhabi shares the same motiva: 
as Aramco in wanting to penetrate 
South Korean market. Should Adnoc 1 
age to pull off the purchase of a min 
share in Kukdong, the firm would b 
pected to source most of its 100,000 
from its part-owner. 

The possibility that both Saudi Ar. 
and Adnoc will own parts of South Ke 
oil refiners would accelerate the tren 
wards greater dependence on M 
Eastern supplies. The region already 
vides 75% of total supply, up from 5' 
1985. Southeast Asian oil producers 
of the South Korean market has drc 
to 20% from 24% during the same pt 

But it is not only Middle Easte: 
producers that are trying to carve 
wider role in the South Korean marke 
extraordinary growth in demand f 
products during the past four year 
attracted the interest of internatior 
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rout US$300 million, including several 
»wnstream petrochemical units. This sum 
ould have been several times larger had 
ell been successful in a 1988 attempt to 
ty into Ssangyong. The deal was blocked 
' Opposition from other refiners and the 
'vernment. 

Now the company is looking into the 
ssibility of setting up a chain of service 
itions, probably as a joint venture with a 
uth Korean firm. But Energy Ministry 
icials say that foreigners will not be al- 
ved into the oil-marketing business until 
> price de-control process is completed 
two or three years' time. 

BP's unsuccessful stab at buying a 
are of Kukdong left it in a similar 
sition to Shell, trading (at the peak) 
Jut US$400 million worth of oil in a 
ir. In addition, the company has a 51% 
we in a US$250 million acetic acid 
nt, a joint venture with the Samsun 
up. "We've made no secret of the fact 
t we'd like to be more involved in 
+ market,” says BP chief representative 
chael Cooper. "There are big oppor- 
ities, but also significant barriers," he 
S. 

The frenetic efforts by foreign oil 
panies to get into the South Korean oil 
ustry are reminiscent of the 1960s. 
ith Korean companies at the time lacked 
h capital and expertise, so the 
ernment of President Park Chung Hee 
ted a number of US companies to set 
oil refineries in cooperation with local 
ipanies. Three firms were set up in this 
don between 1963 and 1969. 

‘irst off the mark was Korea Oil Corp., 
50 venture between Gulf Oil and state- 
ed Korea Development Bank. This 
nership lasted until 1980, when Gulf 
ed out after its crude reserves in Ku- 
: were nationalised. Gulf's share in the 
pany was taken over by the Sunkyong 
1p, and the firm was later renamed 
ong. Sunkyong's equity in the firm has 

n to 25%, but remains sufficient to 
cise management control. Yukong re- 
i a commanding 40% share of the en- 
narket. 
lonam Oil Refinery became South Ko- 

second refiner in 1967. The Caltex- 

y Goldstar venture was followed two 
3 later by the establishment of Kyung 
Yergy, a joint venture with Union Oil 
difornia. Union withdrew from South 
a in 1983. 
ye last of this group was Ssangyong 
efining, established in 1976 as a part- 
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South Korean Government aids oul explorers 






South Korean firms are begin- 
ning to learn how risky the oil 
business can be. Five years ago, 
an offshore oil strike in the West 
Madura field north of Java by a 
Korean-Indonesian consortium was trum- 
peted in Seoul as the first fruit of a cam- 
paign to reduce dependence on oil imports 
from non-Korean firms. 

In early December 1991, Seoul's Minis- 
try of Energy and Resources announced it 
was abandoning the project. The venture 
was led by private firm Kodeco Energy, 
but heavily supported by money from a 
special government fund for energy explo- 
ration at a cost to the South Koreans of 
US$217 million. 

Small natural-gas reserves in the area 
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may yet be exploited, but once-promising 
crude-oil production has collapsed amid a 
spate of recriminations among the partners 
over whether bungled drilling techniques 
or natural factors led to the sharp drop-off 
in reservoir pressure. Output has fallen 
from a short-lived peak of 18,000 bpd to 
only 900 bpd. 

Exhibit No. 2 could be Yukong’s experi- 
ence in Burma. Oil companies have flocked 
to pay US$5-15 million signing bonuses for 
onshore blocks in what is considered one 
of the most promising oil “frontiers” in the 





Search for a gusher 


ploration and development costs. “We fee 
there is definitely oil there, but the ques 
tion is how much can be recovered," say: 
Kang. 

The extent of the West Madura fiascc 
has only just been revealed, but analyst: 
have long questioned the South Korear 
Government's obsession with oil explora: 
tion as a route to energy independence. 
“They would be far better off concentrating 
on a proper import mix,” says one foreign 
oil executive. 

This would mean reducing the coun- 
try’s heavy reliance on Middle East oil im- 
ports, now 75% of the total. To achieve a 
better balance of imports would involve 
changing the mix between long-term and 
spot contracts, and between national oil 
companies and international oil firms. 

Until recently, the government had 
stuck to its goal of sourcing 20% of daily 
oil requirements from South Korean- 
owned, "equity" crude by 2000. Now even 
Energy Ministry officials admit this will be 
virtually impossible to achieve. Daily con- 
sumption by that time will probably have 
passed 1.7 million bpd, compared with 1.1 
million bpd at present. In recent months, 
the target has been scaled back to 10%. 

Achieving even the reduced target 
would require finding 170,000 bpd, a tall 
order considering South Korea's current 
equity crude amounts to a mere 22,000 
barrels, or 1.8% of daily consumption. Of 
this amount, 20,000 bpd comes from Ye- 
men’s Marib block and 2,000 bpd from an 
oil field in Egypt. 

The relative success in Yemen points to 
a more promising approach. The field was 
discovered by US independent Hunt Oil in 
1984. The US firm then sold pieces of the 
project to South Korean firms, with 
Yukong taking the lion's share, to help out 
with development costs. Commercial pro- 
duction began in 1987. “We are lacking in 
exploration expertise, so it makes sense to 
join in proven fields as non-operators,” 
says Eun Taik Lee, a researcher at the Ko- 
rea Energy Economics Institute. 

Yukong is the most active in the hunt 
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itate-owned Korea Petroleum Develop- 
nent Corp. (Pedco) has lent firms a total of 
JS$300 million over the past 10 years, ac- 
:ording to Shin Ho Cheul, Pedco's general 
nanager for foreign operations. 

In 1991 it spent US$40 million, with 
about US$50 million projected for this year. 
Companies are allowed to borrow up to 
50% of projected exploration or deve- 
lopment costs. Interest rates are low and it 
is essentially risk-free. If the hunt is 
unsuccessful, Pedco writes off both the 
principal and interest. If successful, the 
loan must be repaid in full, plus a royalty 
on the oil. 

The Hyundai Group would love to 
utilise some of these cheap government 
funds to finance its grand ambitions for 
the Russian Far East, where the group is 
concentrating most of its exploration. In 
August 1990, the conglomerate started a 
company, Hyundai Resources, to under- 
take these plans in the former Soviet 
Union. 

Together with Australian resources 
conglomerate Broken Hill Pty and Amoco 
of the US, Hyundai is seeking the right to 
develop rich oil and gas reserves around 
Sakhalin Island. But a bidding war has 
developed with several other consortiums, 
including one between Exxon and 16 
Japanese trading and oil companies. 

The attraction is the estimated recover- 
able reserves of 680 million barrels of oil 
and 16 trillion ft of gas. Chae says it will 
cost up to US$10 billion to develop. The 
Hyundai plan for the gas field calls for the 
construction of a 2,800-km pipeline that 
would connect Sakhalin to a point near 
Vladivostok, then cross North Korean ter- 
ritory to reach South Korea. 

The pipeline plan would depend heav- 
ily on rapid progress in the state of rela- 
tions between North and South Korea. 
Perhaps a trifle over-optimistically, Chae 
says Hyundai is counting on North Ko- 
rea’s need for energy supplies of its own, 
plus pressure from a Russian Republic 
government eager to tap foreign capital to 
develop its resources. 

Hyundai is not putting all its eggs in 
the Sakhalin barrel. In January 1991, the 
firm contracted to conduct a feasibility 
study on oil prospects in the Kalmyk re- 
gion near the Caspian Sea. Russian Gov- 
ernment geologists claim the area has re- 
serves of 4.3 billion barrels, a massive field 
if true. In October, the company bought 


information packages on four other areas, 
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Credit on the cards 


Thai Prime Minister Anand Panyarachun has added his voice to a growing chorus 
of concern in Asia about the rapid growth in the use of credit cards in the region. 
First, Singapore announced tough measures in November to curb the expansion of 
credit-card purchases. ysia followed suit a month later. 

These precautions stand in stark contrast to the views of US President George 
Bush, who called upon US banks to cut interest rates to credit-card users in ordei 
to encourage more consumer spending. 

It is the Asians who are looking more far-sighted in this regard. 
spotted a trend which could erode savings and bolster inflation at a time wher 
their economies are growing rapidly. For them, the US is a poor example to follow 
Personal savings have fallen sharply and debts have jumped, sapping the economy 
Bush has ignored these fundamental problems, hoping instead to revive the US 
economy by fostering more consumer spending on credit. 

The Monetary Authority of Singapore (MAS) complains that despite earlier ac 
tions to dampen card the number of cards issued in Singapore as o 
September 1991 was 965,600, 26% higher than a year earlier — in a population o 
only 2.8 million. Transaction values were up 13% to S$5.1 billion (US$3.1 billion 
over the same period and defaults and late payments were rising. 

No one is saying credit cards ar 


The spread of plastic inherently bad. They perform th 





€ useful service of doing away wit 








US$ billion Wf | cash transactions and so help boo: 
3. ———— —————————— efficiency. The trouble is that cred 
an S RD cards encourage higher levels of cor 
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304 (Min) æm sumer spending. The MAS argue 
E Visa card pui chases — ups that excessive use of cards coul 
Do M ILS Beton X "erode the social virtue of thrift." 


tutions, are controlled, then s 
should card issuers be. The collaps 

of a poorly managed card issuer, lik 
a bank, can send ripples through 
financial system. Since banks a: 
heavily involved in the growth | 
card issues, their overseers a 
rightly concerned about this sk 
rocketing form of credit. 

Until now it has been very simp 
in much of Asia to obtain cre 
cards. Visa International alone h. 

45 million card holders in the Asia-Pacific region (outside the Americas) at the ei 
of June 1991, against 7.7 million in 1986. 

Credit-card companies charge mountainous interest rates, and card salesm 
receive fat commissions for finding new clients. The easy money does not encor 
age a particularly tough approach to credit risk. Southeast Asian financial insti! 
tions rarely share information related to customers’ credit-worthiness. And the 
are no credit-information clearing houses to check on this, as there are in the l 
Even a habitual defaulter can switch banks to obtain a new card. 

Apart from improving the flow of information among banks and other financ 
companies, what else should be done? Singapore has raised the minimum incor 
required to qualify for a credit card by 25% to $$30,000 a year. And the maxim 
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gement, loyota engineers were able to realize an efficient. wedge-shaped design 
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urse our own innovative style of civilized engineering makes sure that none 
s comes at the expense of the luxurious, 
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Hyatt Regency Singapore 





A Grand Room at Hyatt Regency Singapore is 
an altogether different experience for those travelling 
on a corporate budget. Each comes with lounge and 
bedroom areas that are as large as they are luxurious. 
Yet costs no more than most deluxe rooms. A shrewd 
economy. For with a Grand Room you'll find the 
luxury of space concentrates the mind wonderfully 
for business. 
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aiwans sell-off of state assets gathers momentum 


Jn the block 








Julian Baum in Taipei 
aiwan's privatisation programme, 
which was first proposed in the 
mid-1980s, is expected to be given a 

ich-needed fillip this year with six state 

erprises scheduled for listing on the lo- 

stock exchange. Economic planners 
pe that as much as NT$1 trillion (US$40 
ion) will be raised by 1996, a windfall 
it can be channelled to the island’s 
$300 billion national development plan. 

Critics doubt that earnings from the sale 

state assets will be as high as govern- 

nt officials have projected. The inde- 
ident Institute for National Policy Re- 
rch, for instance, has estimated that re- 
ots will amount to NT$350 billion dur- 
this latest stage of the privatisa- 

! programme. 

Other analysts believe that the 

‘ernment intends to float only 

o of many companies. This 

uld liberate managements from 

more stultifying aspects of bu- 
icratic regulation, but it would 
leave the government as the 
est single shareholder. 

-. Y. Wang, executive director of 

Commission of National Corpo- 

(ons, which oversees 10 of the 

est state-run enterprises, insists 

: the government intends to 

hdraw completely from the 

ipanies it privatises. He says a 

lual approach to the programme 

»cessary to prevent instability in 

tal markets faced with having to 

rb such hefty stock issues. The 
is to complete the privatisation 

sramme by the year 2000. 

Vang admits that the sell-off policy has 

to contend with many problems, prin- 

lly resistance from labour unions, the 
of a clear legal framework and the 

2 size of some state companies. Some 

le obstacles were resolved by legisla- 

enacted last June. Under the new law, 
enterprise to be privatised has to es- 

sh a fund to provide compensation to 
employees who lose their jobs. 
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set for their listing. 

The companies on the block are prima- 
rily those losing out in industries where 
private competition is either strong or in- 
creasing, such as banking, steel and petro- 
chemicals. The central government has al- 
ready sold its minority stakes in the three 
major state-run commercial banks — 
Chung Hwa, Hua Nan and First Commer- 
cial. But in the most blatant example of 
political resistance, the provincial govern- 
ment, the majority shareholder in the 
banks, has refused to cooperate in the pri- 
vatisation programme. 

Stakes of 12% in China Steel and 21% in 
China Petroleum Development Corp. have 
been sold by public subscription, and an 
additional 15% of China Steel stock is ex- 


Taiwan’s privatisation programme 





pected to be on offer later this year. Nei- 
ther is expected to be fully privatised for 
another three to five years. China Steel 
represents about 5.5% of market capitalisa- 
tion, and its more than 7 billion shares will 
be too much for the Taiwan Stock Ex- 
change to absorb, requiring additional 
listings in international markets. 

The guinea pig for the privatisation 
programme has become the whollv state- 
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ture projects in Taiwan and many overseas 
With registered capital of US$130 million 
and assets of more than US$1 billion, BE: 
says annual earnings have averaged US$2: 
million in recent years, on sales of US$580 
660) million. The company has 2,300 em 
ployees. 

BES executives are aiming to apply for e 
stock exchange listing by April. When the 
listing is approved, probably before the 
end of this year, BES will begin to sell at 
least half its 330 million shares. As 35% of 
the equity will be sold to employees under 
the labour-compensation scheme, analysts 
predict that BES could become the first 
state-owned company to be fully privatised 
in Taiwan since the early 1950s. 

Analysts calculate that under current 
market conditions, BES stock would sell for 
NT$17-38 per share. At the lower end of 
this range, 51% of BES stock would earn the 
government only about NT$2.9 billion, 
roughly half of which may have to be ear- 
marked for the employee-compensation 
fund. But a smooth passage into private 
hands would be a valuable boost for the 
programme and might be more important 
to the government than the revenue 
raised. 

“If the privatisation of BES is 
successful, other companies will 
follow,” says company chairman 
Regis Chen. “But if we are not suc- 
cessful and there are conflicts, then 
other state companies will hesitate.” 

Chen was brought in to BES a 
year ago to prepare the company for 
sale. He says the most difficult chal- 
lenge has been negotiating with 
employees who feared losing their 
jobs and government benefits, An 
outside consultant will recommend 
in June how to restructure the firm, 
a process which Chen says could 
result in large-scale redundancies. 

The labour problems at BES are 
multiplied many times over when 
extended to the top 105 publicly 
owned companies in Taiwan, which 
employ some 250,000 people island- 
wide. The law requires the negotiation of 
compensation packages before other man- 
agement changes can take place. 

Another reason Taiwan's privatisation 
efforts became stalled, say some econo- 
mists, is that state enterprises constitute the 
government's second-largest revenue 
stream after taxes. Surplus profits from 


public enterprises in 1990 amounted 
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Singapore exchange ra Itles foreign investors 


Unequal equities 








By N. Balakrishnan 

puzzling comment by the Stock Ex- 
A change of Singapore (SES) appar- 
ently endorsing an end to foreign 
shareholding limits in domestic companies 
has caused a slide in “foreign-share” pre- 
miums. A sustained fall is unlikely, how- 
ever, as local companies are not expected 
to raise significantly their foreign 
shareholding thresholds. 

The SEs said that in principle it is 
opposed to local companies reserv- 
ing a large part of their shares for 
Singaporeans only, though it ac- 
knowledged that there are several 
reasons for doing so. The exchange 
then asked companies to “raise or 
remove the limits [on foreign own- 
ership] when circumstances permit” 
— an appeal that surprised the 
stockmarket. Premiums on foreign- 
held scrip fell on the news on 13 
January. 

An SES official announced the ex- 
change’s view in a newspaper letter, 
published in the Business Times on 
11 January. This was in response to 
an earlier letter from a Singaporean 
reader complaining about foreign- 
ownership restrictions. 







TRADE 








By Shada Islam in Brussels 


Gatt Director-General Arthur Dunkel has 
persuaded trade officials involved in the 
Uruguay Round, meeting in Geneva on 
13 January, to try to conclude their dis- 
cussions by mid-April this year. But the 
agreement to this deadline is threatened 
by the EC's demands for "serious im- 
provements" in plans to reform trade in 
agriculture. 
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Some of the largest companies in Singa- 
pore, including Singapore Airlines (SIA), 
the large banks and the publishing group 
Singapore Press Holdings (sPH) stipulate 
that foreigners are allowed to own only a 
certain percentage of the company. The 
ceilings range from 15-49% among the 11 
companies in which foreign ownership 
limits have been reached. These blue-chip 
shares are very much in demand, which in 
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Take it or leave it 


support programmes and in the volume 
of subsidised farm exports. 

Objections to the draft were also 
voiced at the Geneva meeting by Japan 
and South Korea. Both said they op- 
posed proposals which would oblige 
them to open their rice markets by 
converting import quotas and embargoes 
into tariffs. Japan's chief trade negotia- 
tor, Minoru Endo, told delegates that 
the "concept of comprehensive tariffi- 
ration nases extreme difficulties” for 
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turn drives the price higher than that 
the “local” scrip. 

The ses letter, however, defended 
practice of limiting foreign control of Ic 
companies. It accepted that there are s 
eral motives for listed companies impos 
foreign ownership limits, only one 
which is to ensure control of the com 
nies by Singaporeans. Curiously, the le 
did not say what these other reasons n 
be. The exchange also argued that all 
ing Singaporeans to buy foreign share 
neither illogical nor inconsistent with 
eign shareholder limits. Yet after this 
fence of the status quo, the SES letter c 
cluded with the appeal to companies tc 
move or raise foreign limits wherever } 
sible. This is what led to the drop of forc 
premiums, say analysts. 

The scrip that seemed most lil 
= to be affected was that of SIA, w] 
had the highest foreign prem) 
when the letter appeared. The 
line is already in partnership « 
Delta Airlines in the US 
Swissair in Europe and is likel 
have a hard time justifying itse 
a national company. 

The government holding c 
pany that owns 53% of SIA, Tem 
Holdings, is expected to sell anc 
5-10% of the shares soon, W 
may be done by foreign placem 
If this were to happen, the for 
ceiling would have to be raisec 
the same time, however, the 
ernment does appear to be wor 
that, apart from Temasek, Si 
poreans hold only about 18% o 
airline. 


ments which were "very precise ar 
concentrated entirely on what we all ci 
collectively agree to without unravellis 
the package." 

Dunkel's hand has been considerab 
strengthened by support from the U 
Australia and several Asian countrie 
Deputy US Trade Representative Ruf 
Yerxa said Washington was ready to ë 
cept Dunkel's draft as "the basic ingre 
ent for finalising the Uruguay Rounc 
Yerxa complained, however, that text d 
not go far enough in reducing barrie 
setting rigorous standards, or providi 
strong disciplines and remedies agai 
unfair behaviour. 

Asean representatives have opted 
what the Indonesian Ambassador to ! 
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ROPERTY comes to land grants and land sales, coor: 
dination is a lot harder because of the pres- 
sures all the bodies are under. 

It is not clear where final authority, if 
any, lies in the coordination effort. There 
are at least two government agencies con- 
tending for this crucial role — the New 
Airport Projects Coordination Office and 


ongkong airport project adds to property pressures 


and grab 


\ ry's Mass Transit Railway Corp. 
RC) could indicate that large amounts 
and in the colony could be thrown onto 
market in an uncontrolled way, as vari- 
; arms of the Hongkong Government 
1ggle to finance huge infrastructure 
jects before 1997. 

The MrRC deal, details of which were 
ved to the press at a sensitive stage of 
otiations (to the fury of MTRC execu- 
s), could become a forerunner for other 
‘lic corporations. 

According to the leaked report, the 
C is seeking rights to develop 60 ha of 
1 adjacent to stations along the new line 
ill build to connect Hongkong's new 
ort to the urban area. The subway au- 
ity is also seeking a government equity 
:tion of HK$10 billion (US$1.3 billion) 
elp pay for the new line. 

joth of these proposals would be po- 
illy controversial. The immediate con- 
, however, is not the size of the 
1 bank being sought by the MTR. 
ter, it is that the financial and political 
es surrounding Hongkong's infra- 
ture projects are now so high that 
petition for international resources 
d degenerate into interdepartmental 





y Hongkong standards, 60 ha is a huge 
unt of land. Moreover, a source famil- 
vith the negotiations says that more 
half the area sought is located in the 
t Kowloon Reclamation, close to prime 
ping areas and some of the most 
ely populated parts of Hongkong. 

he MTRC is believed to have secured 
nd 17 ha of developable land at two 
ms — Tai Kok Tsui and Kowloon — 
are to be built on the reclaimed area. 
ti Kok Tsui alone, some 14 million f£ 
‘velopment is anticipated. 

he figure is equivalent to 20% of 
zkong's current office space, and 
ls the amount of new office space ex- 
d to come onto the market between 


MTRC will be pressing for an early release 
of the land in order to impress potential 
lenders to the rail project. Government- 
owned yet operationally independent, the 
MTRC is a well-known borrower in inter- 
national capital markets and fiercely de- 
fends its credit rating. 

"The dash is to get the contracts signed, 
rather than to produce the actual build- 
ings," says the source close to the negotia- 
tions. Initial heads of agreement between 
the MTRC and private developers could be 
signed, and paid for, as early as this sum- 
mer, one source suggests. Land at West 
Kowloon will be reclaimed and ready to 
build on by the beginning of next year, 
though the actual development of this and 
the other sites will probably be phased over 
a long time. 


the Lands Authority. In practice, however, 
officials of the Planning, Environment and 
Land Branch of the Government Secretariat 
acknowledge that the phasing of land sales 
associated with the rail link will depend 
above all on the MTRC's financing require- 
ments. 

Within this context, the leakage of the 
MTRC'S proposals appears to indicate some 
very hard bargaining between the subway 
authority and senior government officials. 

The MTRC clearly has a strong hand. Its 
involvement in the airport project is cru- 
cial. At the same time, it has won the con- 
fidence of the international capital markets 
in a way which neither the Hongkong nor 
Chinese Government ever has. On the 
other hand, Hongkong officials may have 
felt they were being dictated to. It may be 
that details of the negotiations were delib- 


Profitable extension for Hongkong’s Mass Transit Railway 


^ 


C] Reclamation areas  - 
== MTR's airport railway 
© MIR stations 


A broader concern is that the Provi- 
sional Airport Authority (PAA), set up to 
manage the airport project, is likely to want 
to follow the MTRC example. The govern- 
ment, meanwhile, has a clear interest in 
maximising land revenues in order to de- 
fray its own spending on the airport. 

According to the Memorandum of Un- 
derstanding between Peking and Hong- 
kong, under which the infrastructure 
schemes received Peking's tolerance, 
Hongkong's fiscal reserves in 1997 must be 
no less than HK$25 billion. Government- 
guaranteed borrowings must be no more 
than HK$56 billion. 





erately leaked to enlist political opposition 
that would strengthen officials' bargaining 
power. 

The PAA is 12-18 months behind the 
MTRC in the planning and negotiation 
process. Although its says publicly that it 
expects 100 ha of the 1,250 ha airport site to 
be developed privately for bonded ware- 
houses, hotels and the like, it has yet to 
learn whether it will be the body to profit 
from this development. 

In addition, the PAA has so far been 
given no role in the development of Tung 
Chung New Town, which will be built on 
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Australian media companies back in vogue 


Shares scoop 





By Glenda Korporaal in Sydney ka 
\ ustralian media stocks have become 








hot news again after several years 

of limited investment opportuni- 
ties. A heavily oversubscribed A$185 mil- 
lion (US$140 million) flotation on 9 January 
by the Perth-based West Australian News- 
papers Holdings was viewed as confirma- 
tion of potential public support for more 
substantial issues. 

Media companies are viewed as being 
well positioned to take advantage of any 
recovery in the Australian economy, which 
has been in recession since mid-1990. With 
their costs already pared back, publishing 
and broadcasting companies will be able 
to translate any growth in advertising rev- 

| enue directly into 
bottom-line re- 








é . The most sig- 
nificant Austra- 
lian media flota- 

tion of 1992 will 











By Anthony Rowley in Tokyo 











In the hope of winning back individual 
investors to the cult of equities, Japan's 
Ministry of Finance (MOF) has formu- 
lated a scheme with leading broker- 


— dieked eamnanioac {rill 


be the return to the boards of the John 
Fairfax Group, possibly as early as March. 
The country's second-largest newspaper 
publisher — after Rupert Murdoch's News 
Corp. — was bought from receivers for 
A$1.4 billion on 23 December by a consor- 
tium led by Canadian Conrad Black (the 
owner of Britain's Daily Telegraph). 

The company was delisted from the 
Australian Stock Exchange in late 1987 fol- 
lowing a A$2 billion privatisation by War- 
wick Fairfax. That ill-starred initiative sad- 
dled the company with a huge debt load 
which saw it slide into receivership in De- 
cember 1990. 

Analysts originally expected that a 
Fairfax offering would have a modest tar- 
get of about A$100 million, and would be 
largely designed to provide liquidity for 
institutional investors who had taken up 
private placements worth A$412 million in 
December. However, the success of the 
West Australian flotation — shares were 
commanding a 70% premium over the is- 
sue price on the first trading day — may 
persuade Fairfax to raise its target and 
boost its working capital. 

The Queensland-based Australian Pro- 
vincial Newspapers, which has a string of 
regional newspapers in Queensland and 
northern New South Wales, is also ex- 
pected to go public this year, raising as 
much as A$200 million. The group is 
owned by interests associated with Tony 
O'Reilly, the Irish-born chief executive of 
the H. J. Heinz food group in the US who 


Corporate scrooges 


ratio to at least 30% of post-tax profits 
and to maintain that ratio for at least 
three years after the issue. 

The 30% ratio is hardly generous by 
the standards of the US, where com- 
panies have an average payout ap- 
nroachine 60%. but it is an improvement 


was an unsuccessful bidder for Fairfax. 

Another issue set to be listed soor 
Murdoch's Pacific Magazines & Printi 
which will comprise a stable of magaz} 
as well as half of News Corp.'s Austral 
commercial printing operations. Tradin; 
rights to the shares, which are expecte 
be listed on 13 February, began on 
stock exchange late last year. The flota! 
is to raise some A$382 million in cash 
the heavily indebted News Corp., w? 
will retain a 45% stake. However, tl 
were indications that underwriter J 
Were was having difficulty placing 
stock, which was seen as over-priced. 

Some analysts speculate that Syd) 
based tycoon Kerry Packer will seel 
float some of his magazine interests, ei 
this year or in 1993. Packer's Consolid; 
Press dominates the market for wom 
magazines in Australia. No offering 
been announced by the company, but . 
lysts have valued a half share of the Pa 
magazine interests at about A$400 mil 

Another candidate for a flotation is 
No. 2 commercial television channel, 
Seven Network. The company has ! 
in receivership since the collapse o 
parent company, Qintex, which was 
trolled by failed entrepreneur Christo 
Skase. It has won praise for increasin 
ratings and improving its financial 
formance. 

The number of potential issues : 
substantial that some analysts argue 
the scarcity value of existing media sl 
will be reduced, particularly those of ^ 
Corp., the star performer of the Austr 
market in 1991. In the past couple of y 
News Corp. has accounted for about 
of the stock exchange's media index. 

[ts shares rose from a low of A 
early in 1991, when the company wi 
negotiating its debts with its bankers 
closed the year at A$14.50 a share. 


years, dividends failed to keep pace a1 
the ratio declined. 

Now that the Japanese economy 
sliding into something resembling a : 
cession, companies may well be tempt 
to argue that their falling profits just 
lower — or at best maintained 
payouts in absolute terms. The MOF ł 
anticipated this and will probably li 
the requirement for a minimum 3 
payout ratio with a stipulation that ! 
ratio of dividend to net worth be ma 
tained at 3%, at least. 
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eneral Motors forms 

>w joint venture in China 

US car giant General Motors (GM) has 
med a 30:70 joint venture with Jinbei 
itomobile Co. to produce light 
nmercial vehicles in China. The factory, 
Shenyang City, 700 km northeast of 
«ing, will start assembling GM's North 
nerican "S" class pick-up trucks later 

5 year. Annual production is expected 
grow to 50,000 units by 1998. Jinbei, 
ich was founded in 1958, operates two 
ticle and 48 component factories in the 
nyang area. The company produced 
J00 light trucks in 1990. The venture is 
‘s second project in China. In 1988, GM 
1 an engine-production line to Beijing 
zine Factory, for which the US 

apany provides technical support. 


dia approves seven 

'eign joint ventures 

The Indian Government has approved 
en new foreign joint ventures 

Ming total direct foreign investment 
ts 1.65 billion (US$64.5 million). 

inese car maker Suzuki will be 

wed to raise its equity in Maruti 

zog to 50% from 40%. In return, 

uki has given a commitment to export 
00 vehicles a year. France's Lesaffre 
Will raise its equity in its local yeast 
cer, Safyeast Ltd, to 51% from 40%. 

er companies teaming up include: a 
drink and snack-foods venture 

veen Coca-Cola and Singapore-based 
in Pillai of the Britannia foods group, 
r-components manufacturing venture 
veen General Motors and Hindustan 
ors, a home appliances- 

iufacturing venture between General 
tric of the US and Godrej, an agro- 
‘essing venture between Switzerland's 
ler and Sunjal Engineering and a 
ation isolation-systems venture 

reen Germany's Gerb and India's 

cis Klein. 


laysian oil company 

s banking stakes 

falaysia’s state oil company, Petronas, 
lecided to sell its 8.9% stake in 

ed Malayan Banking Corp. (UMBC), 
of the country’s largest commercial 


commercial banking institution controlled 
by the Rashid Hussain group of financial 
companies. Petronas is currently UMBC's 
second-largest shareholder, behind 
Pernas, the state investment company that 
has an 85.7% shareholding in the 
institution. 


Tokyo, Riyadh expand 
oil-refineries accord 

> Japan has agreed to enlarge the 
refining capacity of proposed joint- 
venture oil refineries between Saudi 
Arabia's state-run oil company, Saudi 
Aramco, and three Japanese firms, 
Nippon Oil Co., Nippon Mining Co. and 
Arabian Oil Co., in which Saudi Arabia 
already holds a 10% stake. The deal will 
allow the joint venture's refineries to 
boost their capacity to 450,000 barrels per 
day, three times higher than was agreed 
to last year. Saudi Arabia has been keen 
to secure a greater share of the world's 
downstream oil business, while Japan 
wants to secure a stable supply of oil. 


Business indicators 
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Peking links yen loans 

to Tokyo-Pyongyang ties 

> China is pressing Japan for more yen- 
denominated loans, apparently linking 
Peking’s cooperation in helping Japan 
normalise relations with North Korea to 
the provision of such financing. Chinese 
Prime Minister Li Peng made the loan 
request in talks with Makoto Tanabe, 
chairman of Japan’s major opposition 
party, the Social Democratic Partv of 





wes 


Taiwan plans to lift 

its gold-export ban 

> The Taiwan Government plans to lift 
its 43-year-old restrictions on the export of 
gold by the second quarter of 1992, a 
move that could transform the island into 
a major bullion trading centre. The 
Monetary Affairs Bureau on 12 January 
said the government had agreed in 
principle to lift the ban. The decision will 
help Taiwan achieve its aim of becoming 
a major regional financial centre, as the 
island has one of the world’s largest 
stocks of gold. It imported roughly 400- 
600 tonnes of gold from 1988-91, 


Philippine National Bank 
to be fully privatised 


> Philippine National Bank (PNB) will sell 
an additional 21% of its shares in Manila's 
stockmarket in March, which will put 
5156 of the bank in private hands, 
according to bank president Edgardo 
Espiritu. The former 100% state-owned 
bank sold 30% of its shares in 1989, 
becoming one of the country’s few blue 
chips. According to Espiritu, President 
Corazon Aquino has approved a plan for 
the full privatisation of PNB. Foreign 
shareholders will be allowed to acquire 
up to 40% of the scrip. The additional 

21% to be listed is expected to generate 
about P5 billion (US$190 million) for the 
exchequer, 


China allows top Japanese 
bank to expand services 

> Japan's Dai-Ichi Kangyo Bank on 9 
January opened a representative office in 
Xiamen, Fujian province, and is waiting 
for approval to upgrade its Shanghai 
representative office to branch status. 
Peking has not allowed the bank to 
operate in China, since it is the only 
Japanese bank with full commercial 
banking facilities in Taiwan. Observers 
say Peking wants to use the bank’s 
Taiwan experience to help develop 
China's coastal areas. 


Foreign investment hits 
record in South Korea 


D Fareion-invectmant arr rome te Cu... 


30/SINESS AF 


FAIRS 


————— —————— —————M7 


PRICES 


AND 


TRENDS 






































Last sale to 13 Jan. Latest week ago ago 
Qod loo) 35390 34830 39005 — 39825 
New York (3) ° 
Current delivery (Jan.) 94.20 95.40 105.55 114.30 
Feb. delivery — —— ——— wm 
London (7) 
Current delivery Jan.) — — — 1 115050 — 1,13950 . $40000 1,535.00 
Tin . . Kuala Lumpur (1) M53 - M57 o W i 15.12 
Cotton New York (3) 
Current delivery (Mar.) 57.80 59.83 64.52 76.02 
May delivery | M ca COPS |. 
Rubber Kuala Lumpur (8) 
Current delivery (Feb.) 215.00 214.00 230.50 237.50 
Apr.delivery — —h—— 216.00 IT | 
Jute Dhaka (11) 365.00 365.00 380.00 410.00 
Palm Oil Kuala Lumpur (4) 
Current delivery (Jan.) 910.00 887.00 820.00 894.00 
Mar, delivery — — — ^ 90800 
Sugar New York (3) 
Current delivery (Mar.) 8.56 8.40 8.48 9.14 
he)  - ' — S| R 
Pepper Singapore (9) 
Sarawak Asta bik 100% 207.50 20750 21500 292.00 
Chicago (5) 
Current delivery (Mar.) 403.00 399.40 347.00 252.40 
Qu T oom 88120 2 Ti ] 
Chicago (6) 
Current delivery (Mar.) 252.60 248.60 249.00 230.60 
May delivery — Vn 
Bangkok (7) 
S&wielo — — à — 28200. 28200 — 30700 — 29500 
Chicago (5) 
Current delivery (Jan.) 561.40 551.00 545.40 553.60 
M Lt 564.00 *x 
Cocoa New York (7) 
Current delivery (Mar.) 1,205.00 — 1.22900 1,266.00 1,197.00 
May delivery — — 111 (à 323800 — 
Coffee New York (3) 
Current delivery (Mar.) 79.35 79.30 81.50 87.80 
May delivery. = 82.25 Ss 
Petroleum 
Sumatran light Tokyo (10) 17.80 18.15 1975 27.10 
Brent London (10) 1793 18.13 2245 29.55 





(1)M$ akg (2) US$anoz (3) USc alb 
(6) US¢ a 56 Ib bushe! (7) US$ a tonne (8) PSS1, Mc a kg 
(11) BWD, Chittagong/Mongla, US$ a tonne Source: Telerate, International Jute 





Mo — 
Trade Balance (total merchandise) 
Latest 3 months 


% change previous 3 months 
* change year earlier 


Imports (7) 
Latest 3 months 





US$16.21b (Oct) 
_US$15610 — 


-US$0.01b (Sept-Nov) 
«US$1.16b 
+US$0.090_ 


(4) M$ atonne (5) USc a 60 Ib bushel 
(9) S$ a 100 kg (10) US$ a barrel 


on 





Currencies US$1 worth 











Spot Previous 3 months Year 
13 Jan. ratet weekt agot agot 
Australia dollar . 13435 — 13109 _ 12527 à 12862 
Bangladesh* — taka — 32 —— — SLM. 3775 — 36.25 
Britain pound — 0556 — 05312 — à 10583 0.5262 
Brunei dolar — 1 16375 1.624 1.6908 & 1763 
Burma' - hu ——t€2$ Cab 05 em 
Canada dollar — — 149 — — 11428 o 112095 — 1.1496 
France — (Vac — 538 . $1785 à à $580 à 31 5238 
Germany UIN. 3S dL: 17091 — — 1545 
Hongkong dollar 7.7605. 7358] 77433 à 78035 
inda rupee —— 258206 à$ 1 258197 2579 à 1383402 
Indonesia “rupiah  — 199800  — 199500 197400 à 1,390700 
Japan — . yen 127.03 .. 12345 12956 — 13450 
Macau' . pataca . 8.05 805. 8.05 8.05 
Malaysia dollar 2.7155 _ 27005 2.742 2.724 
Nepali* rupee 42691 42.691 4280 _ 2400 
New Zealand  dolaí | 18362 à 18146 . V7609 1.6829 
Pakistan — rupee 24.6953 _ 24.61 24555 1 21.858! 
Papua N.G. kina 0.9592 0.9478 09385 0.9443 
Philippines peso 26592 à à 2665 2700 1 2779 
Singapore dollar ... 16375 1624  — 1698 1 1763 
South Korea — won 762.40 759.00 75000 — 71780 
 fupee 42.61 . A158 4148 — 239889 
franc 1.4038 — — 1345 «1,488 1.2825 
NT dollar — 252275 25.51 26.3853. 27.255 
baht 25.34 25.19 25525 __ 25.285 








China US$-Rmb 5.451 HK$«Rmb00095 LaosUS$-Kp70500 - 
Vietnam US$«Dong 11,800.00 Cambodia US$=Rie! 750.00 


Commonwealth of Independent States (former Soviet Union) US$=Rouble 0.5 
SDR1=US$1.41232 ECU1=US$1.2935 S$=M$1.6555 


‘Official rate tMiddle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rate 


Currency deposit and bond yields 


Baresaneniy end Aslan ourrenay unit dopeeh riso (NI 








12 10 year go' 
13 Jan. month months months months bonds yiel 
us$ me — 687 
Sterling 10.5625 10265 — 105625 050 9.45 
Yen 5315 521875 5.00 à 11134935 5.56 
Swiss Fr, — 795 — 70625 & $ 70605 n ——m 
Dm. — 9435 à 3 69495 (à 935 ÁX? 925 780 
A$ 718755 60605 à $6315 à^3à 700 à à 11895 
cs 7.1875 70605 à 78125 — à 78B125 83 
ECU 100605 1000 Á 10.0625 — 98125 8.40 








Offered tate Source: Telerate, Salomon Brothers 














China Hongkong | India Indonesia - Japan j Malaysia 
45-7 3-4 3.5-4(4) 7 38 . 8.6 
557 j 5 4 SS: | 35 TL 85 
US$39.85b (Aug) na. US$2.46b (Oct) US$8.47b (Aug) US$70.13b (Oct) US$9.88b (Ap 
 US$26120 —— na.  Us$253 —  (US$568 US$77.25b. __USS7.74b — 
+US$2.44b (Sept-Nov) — «US$1.14b (Sept-Nov) -US$0.30b (Jul-Sept) «US$1.09b(8) (Jun-Aug) +US$23.65b (Sept-Nov) -US$0.34b (Ai 
+US$2.69b -US$0.13b -US$0.52b -US$0.15b +US$19.71b -US$0.78b 
«US$2.93b - +US$0.27b -US$1.43b 4USS021b -— : 2- +US$12.41b : -US$0.29b 
US$19.09b US$27.67b US$4.03b USS7 42bí8) US$83.21b US$9.23b 
«1.7 48.8 «1.1 +13.8 .84 47.1 
+13.7 +17.8 6.2 3309 — | 365 LA, PR +149 
US$16.65b US$26.53b US$4.34b US$6.33b/8) US$59.56b US$9.57b 
— -— AR 452 444 +1.8 





a a a Tokyo plunges on futures-related selling waa New York. Hongkong set new 
records a a a Seoul slips after foreign sell-off a a a Straits bourses move sideways wu m 
Manila continues to gain strength in week ended 14 January w wu 








Hongkong 

Hang Seng index, 4,367.61 
4,000 Average daily turnover 
— —- U$$212.7m 








Kuala KLSE Composite Index, 546.63 | 


Average daily 
m m 1,150 7 





turnover US$29 3m 






















































































































































3,600. 1,400 | | 1,000 1.600 | 
| | y 
New (Lett scale) BSE Sensitive 
3,200 Dow Jones industrials, 3,246.20 30,000 420 Singapore 1,300 850 index. 1,998.9 1,400 
Average daily turnover US$8 75b Straits Times index Right scai = 
1,488.59 
Average daily 
2,800 ! 27,000 340 __ turnover USS72.05m 1,200 700 4 1.200 - 
Nikkei Stock 
2,400 — 24,000 | 260 Indonesia _ : 1.100 — 9588 — Seoul {18 sch 1.000 - 
| Jakarta Composite Index, 251.41 Composite Index, 616.12 
Average daily Average daily turnover U$$10.9m Average daily turnover US$364.6m 
2.000  !vmover US$1.62b 21.000 189 ^ 520 
— da 1 L 4 — eo —— — S eed tet =<. — — —, a a LJ. -— — — —— — —— 
FMAMJJASOND — REO. MJJASONDJ 
Bangkok | All-Ord a 1,651.7 | AMM EM — 
inaries Index, 1,651, Index 
350 —  — Ste. 732.10 14,000 | | 1,600, Average daily turnover | os index* seseetsat) 
Average daily US$173.6m (128 cceli! 
turnover US$175.6m LEN Sca Left sa 
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Average daily Average daily turnover | World Index t 524 5 
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j 65 8.9 7 7585 * 1 7 *. 7. 5 
6 78 7 7585 — — 1025— 7585 — 74998 
— pee We nM Britain 1050 — 1 10.625 10.5625 
33b (Oct) US$30.71b (Aug) US$13.55b US$76.39b (Sept) US$16.68b (Oct) ee 
X» US$26.15b pe /—— U$61m US$68.09b —  —  US$i32 —— Hongkong 850 3875 4.00 40605 — 
69b (JuSept)  -US$1.11b(Sept-Nov)  -US$0.02b (Oct-Dec)  +US$3.67b (Oct-Dec)  -US$239b (Aug Oc! indonesia — 2500 2100 — 2150 — 2200 2 
68b “US$1.84b -US$3.07b +US$4,300 -US$0.46b Japan "6.60 : 
98b "US$185  -US$1.82b . US$31b -US$0.42b - d 
ep v cw P ut. "6125 — 5375 53125 — 50625. 
29b US$15.14b US$21.00b US$19.82b US$7.16b v c a o 
4255 49 40.6 Malaysia 8205 793 8.00 B10 — 
40.6 4146 4116 4193 á — i 
Se — ——— — — New 1275 7.45 747 747 
1. 1 WE SE AGER UU NEED SR Gm 
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SHROFF 


Happy as Larry 


ith a share price well above 
its net-asset value (NAVY, the 
market was obviously ex- 
pecting things from Hong- 
kong red-chip Citic Pacific, following its 
leadership in the HK$6.9 billion (US$885 
million) consortium to buy privately 
owned Hang Chong Investment last Au- 
gust. But was it expecting the dissolution 
of the consortium, the resignation of its 
chief executive and a diluting HK$2.6 bil- 
lion rights issue to finance it all? Probably 
not. 

Barely have the bags been unpacked 
from the international roadshow at which 
Citic Pacific was sold to institutional in- 
vestors as a nascent hong, than those same 
investors are being asked not only to en- 
visage the company as a different vehicle, 
but also to stump up the money to pay for 
it. 

Citic Pacific is to buy out the members 
of the Hang Chong consortium, issuing 1.2 
billion new shares at HK$2.20 to pay for it. 
Nice for the consortium members, who 
have made more than 18% on stakes held 
for just three months. Li Ka-shing's 19% 
stake in Hang Chong banks HK$233 mil- 
lion in profit, Cheng Yu-tung (18%) makes 
off with HK$220 million and Peregrine 
pockets HK$98 million. 

Lucky Larry Yung, chairman of Citic 
Pacific, and with a personal 6% stake in the 
Hang Chong consortium, earns HK$74 
million — more than enough to pay what- 
ever finance charges he incurred on the 
HK$404 million he presumably borrowed 
for the initial stake. 

The general view from the market 
seems to be that the unexpected buyout 
came about because Li and Yung found 
they wanted different things from Hang 
Chong. Li wants to play with the assets; 
Yung wants to find out what it is like to 
run a business. 

However, Peregrine's Philip Tose says 
Citic Pacific's takeover of Hang Chong also 
addresses worries expressed during the in- 
ternational roadshow that Citic Pacific 
would become little more than a holding 
company. On the face of it, this seems un- 
likelv Shroff did not hear too manv people 





management. Now Francis Yuen — the 
former chief executive of the Hongkong 
stock exchange who is known as a 
dealmaker rather than a manager — has 
left. So investors are not given a clear 
idea where Yung intends to steer the 
company. Can Citic command the loyalty 
of the existing Hang Chong management, 
or will it have to provide the management 
itself? 

If institutions feel suckered, they at least 
have the comfort of a share price which at 
HK$2.35 is still near its high — a price 
supported, perhaps, by money from the 
mainiand. 

The terms of the buyout and the rights 
issue to finance it suggest a friendly loos- 
ening of Citic Pacific's bonds with Li and 
Cheng. But Citic is drawing ever closer to 





Kuok, who held 7% in Hang Chong, and 
who will subscribe to the rights issue in 
order to maintain his 19.5% holding. 

Li, meanwhile, held only a 5% stake in 
Citic Pacific, and is likely to allow the rights 
issue to dilute this stake. Moreover, Yuen's 
replacement as chief executive, Richard 
Liu, is a senior Kuok man, having been 
managing director of Kerry Trading. 
Kuok's track record as a flawless political 
operator does not look under challenge. 

m Michael Taylor 


On the first day of trading in the co 
try’s biggest-ever listing, Class A sha 
which are limited to Filipinos, closec 
P130 (US$4.90) each, up P12 from their 
fering price. Class B shares, which are o 
to Filipinos and foreigners, finished the 
at P133 each, up P12. 

First-day trading in the stock made 
about 95% of total trading in the ci 
stockmarket. Volume on the day was 5 
million shares, up from 386.8 million sh 
in the previous session. 

Brokers say confidence in the po 
company is being bolstered by over: 
institutional players, who have investn 
horizons of as long as three years. Inves 
are also apparently betting on governn 
approval of Meralco's plan to rais 
prices in February by 9-15%. Some 4 
ernment officials have said they ar 
favour of trimming unnecessary fat f 
the power company's profit marg 
Meralco estimates that its earnings 
1991 will treble from a year earlier to 
billion. 

Brokers believe Meralco's share p 
could climb for several weeks before le 
ling off. On 14 January, Class A sh 
closed at P135 each. Class B shares we 
P127. 

Marketing has helped Meralco's 
Underwriters have been careful to pod 
company's shares mostly to instituti 
investors. But Shroff believes abstemi 
ness has played the main role in kee 
Meralco's shares buoyant. 

In November, Meralco told under 
ers and brokers that it would sell its ¢ 
B shares at P145 each. It wisely cu 
price. As a result, the company's estin 
price-earnings ratio (p/e) of 5.4 mal 
an undervalued stock compared with 
Philippine Long Distance Telephone 
which has a p/e of 9. 

Offering the shares at a modest 
was a shrewd move on the part o 
Lopez family, Meralco's largest s 
shareholder. New players attracted & 
Meralco drama — the offering was e 
tial culmination of the five-year priv 
tion process — will want their invest 
protected. 
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AmericaEconomia | 
Magazine's 500 issue is the 
definitive-and only-annual C 
reference work ranking the top 500 
Latin American companies, as well 
as the next fastest-rising 100 firms 
and 50 largest industrial groups. 

Available now, direct from the publisher, 

the 199] “AmericaEconomia 500” report 
reviews the year’s key corporate deals, 
macroeconomic data and the most impor- ¢ 
tant information on the region's stock 
markets. 

Printed in English and Spanish. 

This impressive volume of financial 

data includes: 

li Company ranking by sales. 

WB Latin American country risk rating 
review, 

W P/E ratio listing of the 100 largest Latin 
American companies by market capitaliza- j 
tion. 

@ Performance of country funds investing in 
Latin American stock markets. j 

W Local stock exchange overview. 

Bl Country/regional funds survey. f 

B inside Latin America's hottest indus- / 
tries,e.g. petrochemicals, mining, pulp A 
& paper. f 

AmericaEconomia magazine, half-owned ¥ 

by Dow Jones & Company, Inc. and able ' 
to rely on its extensive data bases, is A 
acknowledged as Latin America's most Wy 
authoritative business and financial EE OK 
cation. 







420 jose — m Floor 
New York, New York 10281 
1 YES, please rush copy(ies) of the 
u^ T ha sieh 500” report at $20 per copy. 
— My check or money orderfor$ ———, including $2.50 ship- 
er ing per single copy; $5.00 for multiple copies , is enclosed. New 
aE York residents pl please add 8.25% sales tax. | 
f [Cade 
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is pleased to announce two new 
global financial publications: 


CIFAR 


CIFAR's 
Global Company 
Handbook '" 


International 
Accounting and 
Auditing Trends 


Order Form 





| Please send us (indicate number of copies): 


reer 










mE | pone " | —— Aunique publication providing five-year A comprehensive study which identifies 
pg | —— o le Neg ; analysis of the financial performance accounting standards and disclosure 
| at US 8395.00 dius $208 00 of the world's leading 7, 500 companies practices worldwide and provides a global 
perset- $ per epe $ from 48 countries competitive analysis of 28 international 
Subtotal P = — Highlights Accounting rims 
Ros ese sene e mn e — ar Detailed Profi Jas for each of the Highlights 
cccog Less 10% discount (if both books | | un 
ars ordered together) — . Leading 7,500 Companies —— » Accounting Standards in Practice in 
ae od —— fwith 29 financial and M non-financial | 48 Countries 
on | — | variables) 


» Key Financial Reporting Practices ofthe 
Leading 1,000 international Companies 


* 


Unique Analytical Statistics Computed 


j 
Such as Multinationality and » Analyzing International Annual Reports: 


ZB “shipping & 


Global Go. inti Accting. & Diversification Indices 
“Handling: Handbook Aud Trends mi A Issues and Answers 
«dr nd Coun GT 
within N. America — $10.00 $500 |. "i di — —— - Detailed Analysis of Hecent International 
Airmail + Global Rankings by Sales, Assets, Accounting Firm Mergers and the Global 
outside N. America — $50.00 $25.00 Net Income and Market Value Network of 8,000 Offices of 28 International 


Identification of 500 Companies with 
Superior Performance Around the World 


Aecounting Firms 
- Global Competitive Analysis of 22,000 


Clients Audited by International Accounting 
Firms in 48 Countries 


For orders trom New Jersey - USA, piease 
add 7% of purchase price for sales tax. 


— — — — — — — — — 


oe Options (please check one): 


© Check enclosed 
^ (payable in US dollars to the Center for 
international Financial Analysis & Research, lnc.) 


* 


Step by Step Restatement Process to 
Improve Comparability of international 


Financial Statements - Analysis of Audit Fees in 10 Countries 


Capital Market Characteristics in 


48 Countries » Lexicon of 700 Accounting Terms in 


12 Languages 
Publication Date: January 1992 


— — — — — — — 





€ American Express ( ) Visa (`) MasterCard US $395 for Two Volume Set pas nies ————— December 1991 
Supe | TNR, IPAE " Approximately 2,000 pages, paper cover 882 pages, paper cover 
Expiration date D RC eines 
— . iCIFAR 


ter A TI encom ncaa ae A a assi ene n M t eni tae patum 


i Send an invoice 
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CIFAR, an independent research group, 
established in 1984, has a team of 110 
experienced financial analysts and informa- 


Center for international 


inancial A i rch, Inc. 
Shipping/Billing Information Financial Analysis & Research, Inc 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Charge to: 
d 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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"- (i iode 25 " tion professionals working at offices in Kobe, 
P cue c emer are ye dá | Japan; Ahmedabad, India; Amsterdam, 
Title (Department — For further information on CIFAR and its 


traut aga 


services, please contact Ed Keon, CIFAR'S 


n Netherlands; and at CIFAR's headquarters in 
Princeton, New Jersey USA. 
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s through competitive intelligence, 
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Appointment 


THE 
ASIA 
SOCIETY 





DIRECTOR 
OF DEVELOPMENT 


The Asia Society is a non-profit organization committed to conveying to Americans the 
diversity and dynamism of the Asia/Pacific region. The Asia Society is internationally 
renowned for its cultural and educational programs designed to increase American 
understanding of the arts, history and contemporary affairs of Asia and to facilitate 
communication between Americans and Asians. Headquartered in New York. The Asia 
Society has regional centers in Los Angeles, Houston, Washington, D.C. and Hong 
Kong. The Asia Society currently has an annual operating budget of approximately $10 
million and a total staff of 100 

Responsibilities: The Director of Development reports to the Executive Vice President 
and also works with the President and members of the Board of Trustees in developing 


strategies for and managing the fundraising activities of the Society. The Director of 
GRACIOUS COUNTRY HOME Developed has oversight roapongbilt lor all development-related activities Society 
LESS TH AN AN HOU R FROM wide and directly manages most of the Society's development components, including 


the annual fund, program fundraising, special events, individual membership, capital 
MID. TOWN MANH ATTAN gifts, planned giving and development information systems. The Director will also be 


involved, as appropriate, in the solicitation of major support for unrestricted and 





Enjoy the best of both worlds—relaxed, private living in beau- programmatic purposes. The Director supervises a staff of eight 

tiful Pound Ridge, upper Westchester County, yet convenient Qualifications: The ideal candidate will be a highly motivated professional with a 

to New York City and airports. Five-bedroom home with 4,700 successful background in business or banking who wishes to make a career change or 

square feet of living space, ideal for entertaining. Over 2^ an individual with a proven track record in non-profit institutional development. From 
Puri 2 wisis & | Mini whatever discipline the successful candidate comes, he/she must have experience with 

eec fasts litat ie quida ei iei or knowledge of Asia and must have a commitment to the overall mission of The Asia 


Society 
The ideal candidate will be a high energy individual with the skills necessary to motivate 
the staff and volunteer leadership of The Asia Society in order to tap its full fundraising 


patio and large, heated, in-ground pool. Additional space for 
professional office or family use. $545,000. 


For more information, write Dr. D. Anne Lombardo, potential. Excellent oral and written Communications skills are essential 
140 London Road Pound Ridge NY 10576. USA. B.A. required. Graduate work in a field related to Asian Studies or International Affairs, 
Telephone: 914/764-4870 FAX: 203/329-1287 or equivalent professional experience, is highly desired 


Candidates must currently meet all applicable U.S government requirements for lawful 
employment in the U.S 


a — ———— — Compensation: Commensurate with expenence 
Please reply in writing to 
For QUALITY raennnea 
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INNOVATION 


Superpowers collide 


ne of the souvenirs US President 
George Bush failed to obtair from 
his trip to Tokyo was a clear 
Japanese commitment to help pay 


for what promises to be the largest scien- 
tific instrument ever built. 


Known as the superconducting super 


collider (ssc), the machine is to be con- 
structed at Waxahachie, near Dallas in 


Bush’s home state of Texas. When com- 
pleted some time around the turn of the 


century, the ssc will consist of a tunnel 87 


km in circumference containing two rings 
of superconducting magnets. 

The magnets’ function is to accelerate 
opposing beams of sub-atomic particles to 
extremely high energy levels and then 
smash them into each other, thus creating 
even tinier particles. For the moment, 
however, it is national scientific ambitions, 
rather than particles, that are colliding. 

At issue has been who foots 
the US$8.5 billion bill for the 
ssc. In giving the project its 
endorsement, the US Congress 
mandated that at least one third 
of the machine’s funding must 
come from sources other than 
the US Government. Japan 
seemed like an obvious touch, 
for two reasons. 

One was the precedent set 
by the US space station project 
towards whose costs Japan 
promised to contribute US$2 
billion in the early 1980s. The 
other was Japan’s sensitivity 
to charges that it has been freeloading 
on the back of US science. Failure to sign 
up for the ssc would leave the Japanese 
vulnerable to renewed accusations that 
they were not doing their bit for pro- 


gress. 

The US, however, has been consistently 
heavy-handed in its approaches to Japan. 
The first formal request for support was 
made by the project’s organisers, the US 
Department of Energy (DOE), in mid-1990. 
By that time, the design of the ssc had long 
since been finalised. In other words, there 


was no chance of Japanese scientists par- 
Linieatine in tho nrniect on an edual footing 


Last October, Bush’s science adviser, 
Allen Bromley, arrived in Tokyo to hear 
the Japanese response. Aware that the 
Japanese were baulking, he brought con- 
cessions: Japanese scientists would have 
full participation in the project, including a 
bigger role in its management. By this time, 
however, the damage had been done. 
Bromley was told — no doubt very politely 
— “no.” 

Now, despite entreaties from Bush 
himself, the Japanese have yet to commit 
themselves financially to the ssc. All that 
the president was able to extract was a 
promise to establish a working group “tO 
consider how this project can be formu- 
lated as an international project to enable 
Japan to participate.” 

For all the wrangling over who pays 
how much, one thing at least is not in dis- 
pute. US and Japanese high-energy physi- 
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cists agree that a big machine is necessary. 
Without one, they cannot answer some 
important outstanding questions about 
how nature works. Smaller accelerators 
have failed to produce certain exotic parti- 
cles — notably the top quark and the so- 
called Higg’s boson — that theory predicts 
should exist. 

“It’s very hard to make progress with- 
out experimental data which conflicts 
with existing theory,” says Ed Farhi, a 
physicist at the Massachusetts Institute of 
Technology. The ssc will smash particles 
together at energy levels that are 20 
times greater than existing colliders can 


Particle beam —— 


required. At CERN, the European part 
physics laboratory near Geneva, plans 
afoot to build a large, new accelerato: 
1998. By using an existing tunnel, 
Europeans reckon that they can keep c 
below US$2 billion. However, they 
would like a contribution from Ja] 
albeit a more modest one of USS50 
million. Should the Japanese refuse to 
up, CERN’s director-general, Carlo Rul 
has threatened to exclude them from 

ticipation in experiments on the new 

chine. 

Japan's own foray into sub-atomi 
search, an accelerator called Tristan, is 
on its last legs. Replacing it in Japan w 
be difficult because land prices are 
and land rights extend beneath the sur 
Recognising this, many Japanese phys 
are resigned to participating, as n 
players, in experiments on the SSC. 

But there is at least 
group in Japan that is 
tiously optimistic about th 
— the equipment makers. 
have particularly warme 
indications by US Energy 
retary James Watkins that 
tributions in kind as well 
cash would be welcome. 

Two firms which sta: 
benefit especially are } 
kawa Electric and Sumi 
Electric Industries. They 
been selected — along 
seven US and European 
— by the DOE to produe 
superconducting wire from whic 
magnets will be fashioned. 

Allin all, more than 10,000 magne 
be needed, each almost 16 m lon; 
weighing 12 tonnes. The magnets are 
from coils of copper wire in which 
bedded filaments of the superconduc 
an alloy of niobium and titanium — 
micrometres thick. 

In addition to gaining valuable ¢ 
ence in wire production, Japanese 
also stand to learn from other asp: 
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Sve Lord Mayer next door, The Old Lady 
of Threadneedle Street opposite, Royalty popping 
Hardly your average office block. 





become 'Sir Thomas) Gresham tired of conducting 
ness in the open under London's showers. And 
having a brolly handy, he offered to build a large cov 


market at his own expense: His inspiration; the ¢ 


PROCEEDINGS ARE OVERSEEN BY GRESHAM'S GRASSHOPPER CREST Bourse of A ntwerp. 

It may seem a contradiction in terms, but one of the Gresham's building was topped off by his family 
most up to date office blocks in London hasa history dating a golden grasshopper, in the form of a weathervane. (Te 
back to Elizabethan times. weathervane is pos- £ 

The Royal Exchange has just been re-opened follow- ^ sibly the very same 
ing massive modernisation and refurbishment that has one.) 
taken three years and more than £37 million to complete. In January 1571 

The result is over 40,000 square feet of prime office Queen Elizabeth Ist 
space offering every conceivable modern business facility proclaimed that 
on surprisingly advantageous terms. 'Greshams Bourse 





THe ROYAL EXCHANGE STANDS Al 
should be known as HEART OF THE GITY 


the Royal Exchange. It was an instant commercial su 
and has retained close links with Royalty ever since. 1 
the accession and coronation of a new Sovereign arı 
announced from its steps. 
A slight setback. 
Gresham's Royal Exchange was destroyed ii 


Great Fire of London in 1666. But within three ye 





new huildine emereed phoenix-like from the ashe 


ö— — — ————————— O OO 


When in the City, do as the Romans do. 

Tites building was larger with the added attraction 
magnificent west facing portico, modelled on the 
theon in Rome. 

As splendid an example of early Victorian archi- 
ure as youre ever likely to find, the third Royal 
Exchange was open- 
1844 by 


an equally splendid 


ed in 


Victorian Queen. 
And like its pre- 

decessors it thrived, 

both as a centre for 


international trade 





and as a focal point 
for City life. A roof 


added over the courtyard in 1883 but apart from that 


MAGNIFICENT NEW GLASS ROOF OVER 
IHE COURTYARD 


building stood, shaken a little during World War 
, but not disturbed until 1987. 
Then the cat was placed amongst Londons pigeons 
n the decision was taken to re-develop the Royal 
lange. 

An Exchange for the future. 


After much deliberation, a plan was chosen that 






3 addition of two 
TT 


pletely new floors Ee 


wed for the — 


» £M 








full modernisation of 
nterior. All structural alterations 
‘designed to harmonise with existing 
itecture as if they had always been 
" Air conditioning, additional lifts, 
) security, plumbing, electrical cabling 
lacilities for computers, data 
ng and satellite communica- 
; were all installed. 


Evervthing. in fact that voiwd find 














office block offers 





conceivable modern business facility, it also shares a 
great deal with all of its predecessors. 
A most desirable neighbourhood. 

It stands at the heart of the City of London in the so 
called Square Mile. This has always been a focus for 
world trade. And today, over 450 foreign banks stand 
within hailing distance. 

Over the road, is the Bank of England, known as the 
Old Lady of Threadneedle Street but a neighbour for just 
258 years. Just along the street is the International Stock 
Exchange. And next door is Mansion House, the Lord 


Mayor of Londons official residence. 







In days gone by, docks and 
wharfs along the Thames 


supplied a steady stream 


and exotic goods. 
Today, three 
airports including 
one just fifteen 
minutes away in r 
Londons Dock- j 


similar service. 


lands, provide a j 


A modern 


GATEWAY TO THE 2151 CENTURY 
nothing you won't find at the new Royal Exchange. 


, But the Exchange offers much more than you 
PTO 


Th * could find inanv office block. Is there 
e oy — " t 7 , 


a more prestigious business 
address in the 


9 — " 
ag City ol London? 


T 
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For a letting brochure ask your 


secretary to send or fax * inthe coupon to us. 
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S IAM 


INTER- CONTINENTAL 


provides 
executive 
travellers 
with 
sustenance 
and 
substance 


As one of Asia's leading hotels, 
Siam Inter-Continental Hotel 
understands that the frequent 

business traveller needs to keep 

in touch with what's going on in 
the Asian region. 

That's why it provides executive 

guests with the most 
authoritative publication 
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LETTERS 


Timor statements correct 
Before I had time to reply to Saut Maruli 
Siregar [LETTERS, 5 Dec. '91], Tony Wu's 


| one-word reply was published in the 19 


December issue. 

| must take Wu to task: at least three 
statements by Siregar were correct, and he 
should be given credit for this. That he fell 
victim to his own government's early re- 
sponse can possibly be forgiven, since he is 
stationed, not in Dili, but in Delhi. 

“The remnants of Fretilin . . . are re- 
sponsible for repeated acts of growing vio- 
lence against innocent men" is correct. Out 
of any sort of context, but correct. “At the 
instigation of Portugal . . ." is true. That 
Portuguese influence was behind the 12 
November incident is true, and this is 
known to the Australian Government, at 
least, which may explain, in part, their low- 
key response. 

And thirdly, "the Indonesian Govern- 
ment profoundly regrets the events . . ." is 
true. Not just at the upper levels, but at the 
lower levels, including those who work in 
East Timor. Officials were greatly dis- 
tressed at the incident, which has set back 
their “heart and minds of the people" work 
of the past few years. 

East Timor has never been offered a 
plebiscite to determine "the wishes of the 

ple . . .” The real tragedy is that had 
one been held recently, the people may 
have realised that the Indonesian Govern- 
ment, in three years, had poured in three 
times as much development money as the 
Portuguese did in 300 years, and may well 
have opted for a merger with Indonesia! 

When Portugal decided to leave, Fre- 
tilin, a leftwing, rural-based group, raised 
its flag of independence. Two urban 
groups, one of which had Indonesian links, 
opposed them, but had little success. At 
this stage the pro-Indonesian group called 
on "their brothers" in Indonesia to come to 
their help, which they did, swiftly and at 
times brutally. “The process of decolon- 
isation," in Siregar's words, was undoubt- 
edly "occupation." 

Timorese indigenous peoples are not of 
Malay or Javanese stock, being similar to 
Moluccans and Irian Jayans. Indonesia, 
therefore, which was possibly justified in 
regarding the former Dutch East Indies as 
one entity, has no such claim over East 
Timor. That the East Timorese would pre- 
fer Indonesian rule to Portuguese could 


“pushed Peking to upgrade to formal re 
tions" was "the emergence of Japan 
more of a Middle East player"; if this v 
at all a consideration it is, in my opinio» 
fairly marginal one. Incidentally, it ne 
came up in any formulation in the sco 
of meetings I conducted with senior C 
nese officials in Hongkong, New Yo 
Peking and Jerusalem between 1985- 
during which time I had been ve 
strongly connected with the Chinese p« 
folio, first as consul-general of Israel 
Hongkong (1985-88) and later as direct 
general of Israel's Foreign Ministry (19 
91). 

I do think that the major reasons for 
change in China's policy, culminating, 
the establishment of full diplomatic re 
tions between China and Israel, were 
awareness of China that in a chang 
world it has to adopt a more even-han« 
policy towards Israel which can be e 
cised only through normal channels, ¿ 
its expectations to benefit from the norn 
ised encounter with the modern, sovere 
incarnation of the old Jewish nation. 

Once these two factors were recogni 
by the Chinese, along with their grow 
awareness of China's global responsibil 
their decision became fairly natural. 
Jerusalem REUVEN MERI 


Getting into the spirit 

Your article Spirit of protection [16 J. 
was a welcome restatement of the « 
against the excessive and indeed outré 
ous tax levels levied against imported s 
its in South Korea. It is ironical that 
government crusades against excessive 
penditure on luxury imports — w 
scotch whisky is only expensive in Sc 
Korea because of the excessive taxes 

the government levies on it! 

However, I must draw your atten 
to two important errors in your article 
> "Locally bottled whisky is taxed at 
the rate of the ‘bottled-in-Scotland \ 
ety’.” This is not true. The tax rates are 
same. In the case of locally bottled, h 
ever, liquor tax is levied on ex-factory p 
rather than on CIF cost, and the amous 
tax levied on locally bottled whisky is ' 
frequently higher than on bottled-in- 
land. 
> “The big winners from these distort 
are the domestic whisky bottlers.” Ne 
all. They are the big losers. All impc 
whisky, whether locally bottled or not 
tails at more than double the price it we 
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sminatory taxation on imported spirits. It 
sad that a great trading nation like South 
rea should need to be taken before a 
orld court before it will agree to honour 

commitments under a freely-signed in- 
national treaty. ROGER HELMER 
oul United Distillers Korea 


bute to Lau 
vant to commend your tribute to Emily 
u [9 Jan.] most enthusiastically. Her 
VIEW work, especially those co-authored 
th Philip Bowring that we took for 
anted for so long, are missed. That Lau 
s elected by the people and reports of 
t Legislative Council efforts, such as 
ars, indicating reason and maturity in 
tting across her views that I have sup- 
rted for years, are very encouraging. 
anks very much for the worthwhile 
AVELLER'S TALES that also included notice 
the most peculiar funeral. Hongkong 
zer ceases to amaze and I sorely miss 
ng there. Meanwhile, there's the 
VIEW. 
v York ALBERT H. YEE 
lip Bowring's portrayal of Emily Lau 
AVELLER'S TALES, 9 Jan.] as the supreme 
iour of Hongkong against all the forces 
darkness and evil and greed and ty- 
ny makes this old correspondent won- 
"Whether he still has all his marbles. The 
rds used in praising Lau suggest she 
uld be classed as a living Hongkong 
isure, or perhaps the subject of a musi- 
certainly no less than Woman of the 
T. 
My scrapbook of Lau's REVIEW contri- 
ions shows little else but the knock, carp 
whinge which usually accompany po- 
al ambition. 
sa Heads, 
ensland RICHARD J. F. HUDSON 
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ibodian corruption 

iew of the allegations of corruption in 
om Penh [REVIEW, 9 Jan.], | would like 
néntion my own experience there 
king with four vice-ministers and the 
is of all departments from the Ministry 
idustry. Among a range of activities, 
e men were responsible for dealing 
1 foreign investment in Cambodia, 
ning and managing industrial activity 
managing the supply of electricity to 
om Penh's antiquated and chaotic 
ricity grid. The wives of three of the 


REVIEW for this team. I watched this 


group of skilled, dedicated men attempt to | 


cope with the demands of foreign invest- 
ors. At all times they maintained their in- 
tegrity. 

Prior to my departure in December 
1990, I invited them to join me for Friday 
evening's "Happy Hour" at the Cambo- 
diana. For all, except one, this was a first 
visit. 

There may be corruption in Phnom 
Penh, but there is another side to this re- 
curring, generalised story that needs air- 
ing. 

Shepparton, Victoria W. VISTARINI 


Chained to guns? 

The 10 December 1991 issue of the Japa- 
nese-language news magazine Aera (pub- 
lished by the Asahi Shimbun group) in- 
cludes a feature on the 1941 landings by 
Japanese forces at Kota Baru on the Malay 
Peninsula, which preceded the attack on 
Pearl Harbour by more than one hour. The 
magazine claims that the Indian troops 
manning the pillboxes on the beaches had 
no choice but to fight to the death “because 
they had been chained in by their British 
officers." This claim is based primarily on 
the testimony of two local inhabitants, Haj 
Osman (a teenager at the time) and 
Sulaiman bin Senik (then aged 20, from a 
different village), who are said to have 
witnessed the action. The article identifies 
the Indian unit involved as 8 Brigade of 9 
Division. Without citing specific evidence, 
Aera also refers to later "stories" that 
Gurkha troops in Burma were chained to 
prevent desertion. A phone call to the 
editorial office confirms that Aera stands by 
both allegations. Are there any REVIEW 
readers who know the truth of these 
events? 


Tokyo G. M. WILKINSON 


Governor Lee 

Your astrological prediction [16 Jan.] 
unwittingly points to a Hongkong solution. 
If Lee Kuan Yew succeeds Sir David Wil- 
son as governor, 1997 would be a non- 
event. When it comes, China would simply 
renew Lee's contract for another term. 
Hongkong's continuity would be assured. 
China or Britain would not lose face. And 
foreign investors would not lose confi- 
dence. 


Wellington JAY TAN 


; Colombo: Manik de Silva 

| Dhaka: 5. Kamaluddin 

| Geneva: Frances Williams 

| Islamabad: Ahmed Rashid 

| Kathmandu: Kedar Mari Singh 


| ADMINISTRATION 

: Publisher: Thomas P. Eglinton 
| General Manager: Mitchell A. Kiai! 

| Advertising Director: Thomas J. Harter 

| Marketing Services Manager: Sally Walker 
; Production Manager: Billy Woo 

, Circulation Manager: Agnes Ting 

_ Subscription Manager: Billy Chung 

| Company Secretary: K. S. Tsang 


| Published weekly, every Thursday, in Hongkong since 1946. All Rights 

| Reserved. © Review Publishing Company Limited, Hongkong, 1992. 

| Awholly-owned subsidiary of Dow Jones and Company Incorporated. 

| Offices: 141-185, Gloucester Road Centre Point, Hongkong. 

| Postal address: GPO Box 160, Hongkong, Cable: REVIEW HONGKONG 
| Editorial REVIEWADS HONGKONG Executive. Advertising & Accounts: 





Editor: Philip Bowring 

| Regional Editor: Charles Smith; V. G. Kulkarni Deputy: 

, Gavin Greenwood, K. Nadarajah Assistants 

Business Editor: Nigel Holloway: Andrew Waller Deputy; 
| Clarry Hubbard, Ed Paisley Assistants 


Focus Editor: Michael Malik 

. Arts & Society Editor: Margaret Scott: Don Cohn Books Editor 
! News Editor: Pau! Bayfield 

_ Chief Correspondent: Rodney Tasker 

! international Finance Editor: Anthony Rowley Tokyo 


| Specialist Contributors: Bob Johnstone Technology. 
; Jonathan Friedland Finance: Cari Goldstein Industry. 

_ Michael Westlake Transport; N. Balakrishnan Singapore; 
| Stacy Mosher Hongkong: Morgan Chua Cartoons: - 

| Elizabeth Cheng China Trade: Beril Lintner Burma; — 
: Michael Taylor Investment; Tai Ming Cheung a. 
! Art Director: John Hull; Ricky Hui Deputy; Ringo Chung, = 
| Ray Leung Assistants — MEME X 

, Production Editor: Paul Lee; Henry Chiu Deputy, 
| Winnie Law Assistant "4 


| Librarian: Jan Bradley 
, Editorial Administrator: Lily Kan 


; BUREAUX feeit 

| Bangkok: Pau! Handley 2517139 

| Hanoi: Murray Hiebert 259621 

| Islamabad: Salamat Ali 823349 

| Jakarta: Suhaini Aznam, Adam Schwarz 3847814 
_ Kuala Lumpur: Michael Vatikiotis, Doug Tsuruoka 2618252 
| Manila: John McBeth, Rigoberto Tiglao 5221808/595077 
! New Delhi: Hamish McDonald 611326 

| Peking: Lincoln Kaye 5321550/5321397 

| Seoul: Shim Jae Hoon, Mark Clifford 732-7354 

| Singapore: 2203720 

© Taipei: Julian Baum 502-2359 = 

, Tokyo: Robert Dells, Louise do Rosario 32708229 

| Washington: Susumu Awanohara 862-92, 


 ÜTHER CORRESPONDENTS AND CONTRIBUTORS = 











; Brussels: Shada islam London: Derek Davies, — uo 
, Calcutta: Jayanta Sarkar James Bartholomew ^ 500 
| Canberra: Jacqueline Rees Moscow: Sophie Quinin-Judge - 


New York: Jonathan Burton 
Rangoon: M. C. Tur: 
Sydnay: Alan Deans 

United Nations: Ted Morello: - 
Vancouver: Ashley Ford. == 
Wellington: Colin James ooo: 





| REVIEWCIRC HONGKONG Circulation Telex: 75297 ECWEK HX Editorial © 


P rg 
vo” 


CONTENTS 





30 January 1992 Volume 155 Number 4 
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when Premier Li Peng visits the UN and 
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China's role at the UN where Peking is 
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Third World. From Washington, 
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Sagawa Kyubin scandal threatens former premiers 


Unexplo 


3y Robert Delfs in Tokyo > 


hile the scandal surrounding 
Liberal Democratic Party 
(LDP) MP Fumio Abe contin- 
ues to deepen, with reported 
inks to various members of the parliamen- 
ary faction headed by Prime Minister 
<iichi Miyazawa, yet another political 
scandal is simmering near the surface. 

The so-called Sagawa Kyubin scandal, 
nvolving massive political contributions 
oy a transport firm with links to organised 
rime, could topple even bigger political 
heads than the Abe case. 

A remarkable point about the latest af- 
fair, in contrast with the Abe bribery case 
and the 1989 Recruit "shares for favours" 
scandal, is the reticence of investigators 
and the media, despite the existence of 
some detailed documentary information. 

Virtually every Japanese newscast and 
report on the political scene in recent weeks 
has alluded to the Sagawa Kyubin scandal. 
But so far the media has not directly iden- 
tified any of the politicians allegedly in- 
volved. This may reflect doubts over the 
quality of some of the documentary evi- 
dence or, just possibly, media reluctance to 
engulf much of Japan's political establish- 
ment. 

At the centre of the scandal is a memo- 
randum allegedly written by Hiroyasu 
Watanabe, the former president of Tokyo 
Sagawa Kyubin who was dismissed last 
July. The document lists over 200 LDP and 
opposition party politicians and details the 
amounts of money they received, totalling 
over Y40 billion (US$320 million). 

Even if evidence subsequently confirms 
the huge contributions to politicians cited 
in the so-called “Watanabe memo," this 
would not necessarily prove any direct 
links between politicians and the under- 
world. But the suggestion that senior poli- 
ticians and yakuza gangs both received 
large sums from the same source has al- 
ready shaken up Tokyo political circles. 

“mro tho Tolvo Sacawa Kvubin affair 


other leaders of LDP fac- 
tions and a former secre- 
tary-general of the party. 
The memo lists sums rang- 
ing from Y800 million to 
Y10.8 billion as having been 
handed by Tokyo Sagawa 
Kyubin to individual poli- 
ticians. 

So far Tokyo district 
prosecutors have not re- 
leased any official informa- 
tion on the Tokyo Sagawa 
Kyubin's financial links to 
political figures, but Wata- 
nabe was well known for 
the extravagant banquets 
and parties he hosted at restaurants and 
the company's private club in Tokyo's 
Akasaka district. Unnamed politicians 
quoted by the Asahi Shimbun said that poli- 
ticians who attended Watanabe's affairs 
received cash gifts of ¥10 million or more 
to cover transport and other expenses. 

Tokyo Sagawa Kyubin’s connections to 
underworld figures were first revealed last 
July when Watanabe was dismissed as 
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Sagawa: MPs listed. 


ded bomb 


president and charg 
with extraordinary bre 
of trust. Tokyo Sagawa | 
issued guarantees for ¥ 
billion in unsecured loi 
to 40 different compare 
of which ¥100 billion w 
to companies controlled 
or linked to the Inagav 
kai, Japan's second-larg 
national crime syndici 
formerly led by the } 
Susumu Ishii, according 
reports by the Tok 
Broadcasting System (TI 

Tokyo Sagawa Kyu 
is the largest regional af 
ate in the Kyoto-based Sagawa Kyu 
group, Japan's second-largest parcel de 
ery company with total annual revenue 
about Y800 billion. An estimated Y200- 
billion of the loan guarantees issued 
Watanabe are expected to be unreco" 
able. 

Most of the questionable loans w 
routed through Hokuto Kaihatsu, anot 
group subsidiary established in 198€ 
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PHILIPPINES 1 


Law of the 
jungle 


By Rigoberto Tiglao in Manila 


The kidnapping on 17 January of Ameri- 
can businessman Michael Barnes — in 
broad daylight, and right in the heart of 
the Makati financial district — has 
shocked Manila's expatriate community 
and possibly even affected the outcome 
of the May presidential election. De- 
scribed as “a disaster for the Philippines" 
bv the US Ambassador to Manila, Frank 


time when Aquino government offic 
had been hoping that the foreign inv 
ments law passed last year would att 
new foreign capital into the country 
party led by congressman Marga 
Teves, the principal author of the bi? 
even scheduled to meet with US busia 
groups early next month to try to sel) 
country's investment potential. 

But the Barnes case is already b« 
likened to the 1986 kidnapping 
Noboyuki Wakaoji, an executive of 
Japanese trading company Mitsui & 
who was released after five months f 
reported ransom of US$2 million. E 
today, there has been no definitive 
clusion on the identity of Wakaoji's 
nappers. 

More than any other development 
Wakaoji affair was responsible for 






evelop golf clubs. Jun Saotome, the 
ormer president of Hokuto Kaihatsu, was 
ismissed as executive director of Tokyo 
agawa Kyubin last July. 

Beginning in 1987, Hokuto Kaihatsu 
egan borrowing large sums of money 
‘om insurance companies and non-bank 
nancial institutions, totalling ¥48 billion 
y last summer. A large proportion of the 
sceipts from these loans, which were guar- 
nteed by Tokyo Sagawa Kyubin, were 
n-lent to companies controlled by the 
tagawa-kai’s Susumu Ishii. Other guaran- 
‘ed loans went to companies partially con- 
olled by Saotome and were used for stock 
»eculation without the knowledge of 
her board members and executive offi- 
rs, according to the Mainichi Shimbun. 

The most prominent of the Ishii-control- 
d companies were Hokusho Sangyo, a 
akyo real-estate company, and Iwama 
aihatsu, which was involved in a golf 
ub membership scam in Ibaraki Prefec- 
re. 

In a TBS interview broadcast on 1 De- 
mber, group founder Kiyoshi Sagawa 
umed that Watanabe had boasted of his 
nnections to senior LDP politicians in- 
aiding Shin Kanemaru and Ichiro Ozawa, 
ro of the most prominent figures in the 
ikeshita faction. Watanabe also alluded 
Saotome’s links with the Inagawa-kai. 
But sources close to the case say that 
gawa had his own ties to gangster or- 
nisations. Sagawa was questioned by 
lice last October regarding suspicious 
id deals with a company owned by 
chiro Yamamoto, head of the Yamamoto 
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int's failure to free Barnes or even find 
; kidnappers, could become an election 
ue. There are already signs that the in- 
lent may be exploited by the opposi- 
n as an argument for electing a 
ongman-type of president. Meanwhile, 
' kidnapping has strengthened the con- 
tion of Manila's business community 
it the Aquino government — already 
"used by many as being inept — can- 
t even secure people's personal safety. 
While the recent cases of violence 
ünst foreigners have apparently been 
related incidents, their brazenness and 
itality have horrified expatriates. On 17 
y last year, the daughter of a Swiss 
sinessman and the son of a member of 
US Embassy staff were murdered ina ~ 
althy residential area on their way 
ne from a party. On 8 January this 


Sakaegumi, a gang affiliated with the Aizu 
Kotetsu crime syndicate. 

"Politicians and gangsters both de- 
pended on Sagawa Kyubin," one source 


told the REVIEW. "Watanabe was the con-- 


duit to the politicians, giving them money 
on Sagawa's orders, but Sagawa didn't 
know about the loan guarantees to the 
Inagawa-kai. This is coming out now be- 
cause Sagawa filed a complaint against 
Watanabe in the Tokyo District Court. The 
question is which [Lpp] faction will be the 
main victim of this scandal, and which fac- 
tions will try to make use of it." 

In contrast with the murky depths of 
the Sagawa affair the Abe case, involving 








members of which they had arrested, had 
kidnapped six Chinese-Filipino business- 
men and extorted ransom money total- 
ling P12 million (US$792,000). The police, 
however, admitted it was unlikely that 
the same syndicate was involved in the 
Barnes kidnapping. | 
The kidnapping has spawned a mass 
of theories, many apparently spread by | 
the police officials anonymously and 
quoted in Manila newspapers. Because 
of the precision with which it was exe- 
cuted, early reports suggested that mili- 
tary rebels of the Reform the Armed 
Forces Movement might have been re- 
sponsible, | 
_ Barnes is vice-president of Philippine | 
Geothermal, Inc., a subsidiary of Union 
Oil Co. of California, which has been ope- 
rating the Philippine Government's two 


alleged bribery of a former head of th 


Agency in the first cabinet of former p 












Hokkaido Development Agency by. 
bankrupt steel frame manufacturer appear 
relatively straightfoward. However the ai 
fair has spread to involve an alarminj 
number of MPs besides Abe himself. |... 

Amongst those indirectly affected 
former prime minister Zenko Suzuki. 
Jun Shiozaki, who was director-gener. 
the Management and Coordina 


minister Toshiki Kaifu. Of the Y530 mil 
Abe allegedly received from Kyowa Cc 
Y160 million was intended for Suzuki anc 
¥20 million for Shiozaki, according to pres: 
accounts.  ' M 

Every politician implicated in the Ab« 
affair so far is a member of the LDI 
faction headed by Prime Minister Kiich 
Miyazawa, but there is no suggestion tha: 
Miyazawa himself received funds from 
Kyowa or knew about Abe's involvement 

Until his resignation last month, Abe 
had been secretary-general of the Miya: 
zawa faction, which was formerly led by 
Suzuki. Both Suzuki and Shiozaki, whe 
also belongs to the Miyazawa faction, have 
denied receiving funds from Kyowa. Bul 
Shiozaki apparently used his influence tc 
arrange a business deal in 1989 between 
Kyowa and the trading company 
Marubeni Corp. That deal is now the sub- 
ject of a multi-billion ven fraud suit against 
former Kyowa and Marubeni executiv 

Shiozaki also reportedly pressured an 
executive from an unnamed company 
buy a ¥100 million membership in a pri- 
vate Tokvo club that Kvowa nlanned tes 
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Commercial plans for Subic base remain uncertain 





jy Donald Goertzen in Olongapo City - 


any advocates as well as oppo- 
M nents of the US military presence 

in the Philippines insist that the 
Americans are not really going to leave by 
he 31 December termination date set by 
he Philippine Government. Presidential 
‘andidate Miriam Defensor Santiago has 
nade renegotiation of the treaty with the 
JS central to her political platform. 

Many anti-base activists contend the 
innounced withdrawal by the US is just a 
zloy. Some charge that a large withdrawal 
Y troops announced for May is really an 
ittempt to cause economic hardship dur- 
ng the upcoming presidential elections 
ind force voters to elect a pro-American 
zovernment. 

However, the Philippine Senate thinks 
xtherwise and is debating a proposal for a 
Subic Bay Free Port, an addition to last 
month's economic conversion bill. The lat- 
est proposal incorporates portions of 
Olongapo City Mayor Richard Gordon's 
plan for an Autonomous Region of Greater 
Olongapo, including a special economic 
zone and a free port. Gordon and his 
congresswoman wife, Katherine, were 
confident the Senate would approve the 
free port plan, but without its autonomous 
label. “The problem," they said, "is that 
the Senate just doesn't like to use the word 
autonomy." 

The original Senate bill would have es- 
tablished industrial zones within the 
former base. Funds for the project would 
be generated by selling some of the 
Philippine military base lands within 
Metro-Manila. The additional proposal, 
drafted by Senators Leticia Shahani and 
Tiofisto Guingona, would turn Subic Bay 
into a free port incorporating Olongapo 
and Subic cities, Morong municipality in 
Bataan Province and the present military 
base area. Guingona says exchange con- 
trols would be lifted to encourage foreign 
investment. The forested areas of the base 
would become a national park. 

Initially the bills received broad support 
in the Senate but now questions are being 





Withdrawal trauma 
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Supporters at the Aquino rally. 


idea is Felicito Payumo of Bataan. Poten- 
tially conflicting jurisdictions between the 
free port area and his own province of 
Bataan will have to be resolved before it 
could gain his support. Similarly, some 
leaders of non-governmental organisations 
in Olongapo fear that the free port would 
enhance the power of Gordon at the ex- 
pense of smaller communities in the area. 
House debate on the conversion plan will 
be rushed through, as a recess will be 
called from 5 February until after the 11 
May national elections. 

During a 14 January visit to the base, 
President Corazon Aquino spoke favour- 
ably of the free port plan to an audience of 
over 30,000 workers, their dependants and 
bar hostesses — the bars were closed dur- 
ing Aquino’s three-hour visit. 

Anti-base activists, both in and outside 
government, oppose the autonomy plan 
and argue that it is an attempt by the pow- 
erful Gordon family to renegotiate a bases 
treaty with the US independent of the 
central government in Manila. Soccoro 


Local and national governments ho 
to make use of the existing facilities, pi 
ticularly power generators, floating di 
docks and cranes. However, what the | 
leaves behind will depend on what pi 
posals the Philippines makes and wl 
authority is established at Subic. Clark ^ 
Force Base was looted of what was not « 
stroyed by the Pinatubo volcanic erupti 
last year. Even the tiles from the walls 
Western-style kitchens and bathroo: 
were broken off and sold in Manila. 

Despite the suspicion of anti-be 
groups, the growing indications are tl 
the US has no intention of renegotiatin; 
bases treaty after a new Philippine gove 
ment takes office in June. However, 
Olongapo many "hospitality women" à 
other entertainment workers do not acc 
the possibility of life in the area withe 
the military base. "Oh no, that could 
happen," insists one woman, "I me 
what would happen to all of us?" 

Economically, Olongapo is far m« 
dependent on Subic than Angeles City v 
on Clark. Olongapo business people : 
there is little they can do at this late d 
than to support the free port plan. WI 
entertainment workers would prefer no 
think about the future, subtle changes 
Olongapo are already taking place. A 1 
blocks away from the entertainment « 
trict the "Lutheran Servicemen's Cent 
has removed the middle word from 
sign. The last American minister left or 
December and he will not be replaced. “ 
will become a Filipino Lutheran Chui 
like any other," says one of the staff. 

Perhaps more telling is an increase 
American-Philippine marriages. Ameri 
military and civilian personnel from m. 
points in the Pacific are arranging for qt 
marriages. Philippine law does not rec 
nise marriages conducted by US milit 
chaplains, so marriages must be licen 
off-base. American military and civi 
personnel who have non-Ameri 
dependants are being told not to wait t 
the last week to apply for visas but to 
gin processing them immediately. 

According to civilian and milit 
sources inside the base, a January visi 
the US 7th Fleet was the last, and i 
vidual ship visits will be further redi 
by the end of March. Personal belong 
of military families are already b« 
packed for shipment back to the US 
July, the US forces will have withdraw 
the smaller Cubi Point base within Su 

Preliminary economic conversion s 
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NDONESIA 


isbon blamed for muted EC response on East Timor 





Adam Schwarz in Jakarta and - 
ler Wise in Lisbon 


ndonesia's relations with the EC are 
being strained by the Community's 
lack of response to Indonesian efforts 
ameliorate human rights abuses in East 
nor, the Portuguese colony Jakarta an- 
«ed in 1976. Indonesian and European 


'lomats blame the inaction on Portugal, _ 
lich assumed the EC presidency on 1^ - 


uary and is determined not to let the 
st Timor issue fade away. - 2 


An EC statement strongly condemning. 
lonesia was released on 13 November, a — 
/ after Indonesian soldiers opened fire 
a crowd of mourners in East Timor. A 
ond, similar statement by the EC was 


ied on 3 December. After an Indonesian 


estigative team concluded that the army 
1 used excessive force, President Suharto — 


missed two senior military officers and 
up a military commission.to investigate 
ongdoing by soldiers. i 

Most governments gave Jakarta high 
rks for taking politically difficult steps 
liscipline the army. But, the EC's refusal 
acknowledge this is causing ill-will 
ong many in the foreign policy estab- 
ment and does not help those in the 
ernment pushing for more sensitivity 
human rights issues, analysts say. 

Ihe EC's silence is making life awk- 


d for some European missions in Ja- 


ta. "It would be constructive for the EC 
espond to Indonesian follow-up actions 
rder to encourage such a trend to con- 
ie," one European diplomat said. “The 
zer we do nothing, the more ridiculous 
ks." 

‘It took [the EC] hours to condemn us 
November. How long will it take them 
espond now?" asked one senior Indo- 
an Foreign Ministry official. Bilaterally, 
e European nations have expressed 
reciation for Indonesia’s handling of 
12 November incident, though always 
1 caveats attached. Denmark and the 
herlands, which suspended aid pro- 
nmes because of the shooting, are ex- 
ed to resume development assistance. 
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ence 


EC draft statement on human rights which 
is to be submitted to the UN Commission 
on Human Rights in February. | 
A Portuguese statement on 27 Decem- 
ber had called the Indonesian team's re- 
port "a clumsy and desperate attempt" to 
rebut criticism of its East Timor policy and 
called for a separate international inquiry 
to be held. 
A A diplomatic source in Lisbon says, 
"Portugal means business and will not 






_ back away." Lisbon's diplomacy has two 
main objectives; to elicit support for the 
_ negotiation of a solution to the East Timor 
issue at the UN; and to intensify interna- 
. tional pressure on Indonesia to ensure re- 


spect for human rights in East Timor. 
Portugal considers UN-sponsored talks 
leading to a legitimate act of self-determi- 


nation for the East Timorese to be the key 
-to a solution. Among other human rights 


considerations, Portugal is expressing con- 
cern over the plight of at least 60 people 
detained after the shooting. Amnesty In- 
ternational is concerned that some detain- 
ees may have been tortured. 





TAIWAN 


Belated 


reunions 


By Julian Baum in Taipei 


One of the most inhumane effects of the 
cold war between Taipei and Peking 
has been the separation of families who 


live on opposite sides of the Taiwan - 


Strait. 

Taiwan is now relenting, if only 
slightly, by permitting 240 spouses each 
year to immigrate from mainland 
China. The new policy went into effect 
in early January. Within a few days, 
applications were nearly double the an- 
nual quota. The Interior Ministry ex- 
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Portugal aims to use th cembe 
EC statement to muster support within thi 
Community. The statement condemn: 
“unjustifiable actions" by the Indonesias 
military and says the EC will review coop 
eration with Indonesia, taking into accoum 
the response of the Jakarta authorities. Por 
tugal was also active in the formulation o: 
a 28 November resolution by the EC De 
velopment Council to make aid conditiona 
on respect for human rights and demo: 
cracy in recipient countries. Portugal wil 
work for the practical implementation oi 
the resolution in regard to Indonesia. 

After a 10 January meeting in Paris, Por- 
tuguese President Mario Soares said UN 
Secretary General Boutros Boutros-Ghali 
was open to proposals for an international 
inquiry into the massacre. East Timor 
topped the agenda when Soares met Pre 
dent George Bush in Washington in ea 
January. 7 

For its part, Indonesia wants the other 
EC members to stop Portugal from setting, 
the near-term agenda for EC-Indonesia re- 
lations. “EC members shouldn't subordi- 






nate their fundamental interests [in Indo- 


nesia] to Portugal's views on East Timor,” 
Foreign Minister Ali Alatas said on 3 Janu- 
ary. The immediate danger for Indonesia, 
political analysts say, is that Portugal's 
presidency of the EC will lead to a further 
polarisation in ties between Indonesia and 
the EC over the increasingly divisive issue 
of human rights. * 





China in November 1987. Since that | 
time, more than 2 million Taiwan resi- | 
dents have visited the mainland, and 
thousands of Taiwanese businessmen 
temporarily reside in Guangdong and 
Fujian provinces where they staff offices 
for Taiwan companies. 

Many more couples have been liv- 
ing apart since some 500,000 troops of 
the Kuomintang army retreated to Tai- 
wan in 1949. Some spouses have immi- 
grated illegally over the years. The gov- 
ernment says it is giving priority to 
those couples who were separated ear- 
liest, and that half the immigration | 
quota is assigned to those who were 
married before the travel ban was lifted 
in 1987. VE 

Chu Hung-yuan was among the first 
in line. A 69-year-old retiree, Chu left . c 
his first wife in China when escaping | 
the communists in 1949. He was mar- 
ried a second time to a member of one 
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JS talks on Korean 

iuclear arms issue 

> The US, worried about the pace of 
North Korean nuclear weapons 
levelopment, has scheduled its first high- 
evel official meeting with representatives 
f the Pyongyang government. The 
ipproach towards North Korea comes 
imid doubts about Pyongyang's 
ntentions in signing arms-control 
igreements with South Korea and 
scepticism over President Kim Il Sung's 
sledge finally to open nuclear plants to 
nternational inspection. Talks would 
entre on the nuclear issue, a US State 
Department spokesman said. In a related 
levelopment, Japanese Foreign Minister 
Michio Watanabe said on 19 January that 
Tokyo will consider war reparations to 
North Korea and other economic aid if 
Pyongyang allows international inspection 
of its nuclear facilities. Tokyo had refused 
to consider the reparations issue in the 
course of Japan-North Korea 
normalisation talks in 1991, claiming that _ 
Korea was not a combatant in World War 
II, being a Japanese colony at that time. 


Rice imports plan by 

Tokyo ruling party 

> Japan may ease its ban on rice imports 
to facilitate a successful conclusion of the 
Uruguay Round trade talks, according to 
a plan put forward by the leadership of 
the ruling Liberal Democratic Party (LDP) 
for consideration at a party convention 
this week. Foreign Minister Michio 
Watanabe, speaking in Nagano prefecture 
before leaving for a Washington 
conference on aid to the Commonwealth 
of Independent States, said Japan has no 
choice but to open its rice market, 
explaining that a schedule of tariffs 
starting at 600% and declining to 15% 
over seven years would allow local rice 
producers to adjust gradually to 
international competition. The plan also 
calls for re-submission and early passage 
of the controversial bill to allow 
Japanese participation in UN 
peacekeeping operations, which failed to 
pass the Upper House in the 1991 
parliamentary session. 
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arrest following their meeting with North 


Korean President Kim Il Sung last 
November without approval from the 
Seoul government. The decision to 
exempt Moon, 71, is likely to become 
controversial in the light of the earlier 
conviction of students and clergymen 
who made similar unauthorised contacts 
with the North. 


Taiwan seeks experts 
for satellite project 


> Taiwan is budgeting US$540 million to 
build three scientific research satellites, the 


first to be launched within six years. The 
programme is sponsored by the 


Experimental Space Laboratory under the 


National Science Council and the 
government has asked the council to 
recruit foreign-trained scientists for the 


project. The director of the laboratory said 
they would ask the US to provide launch 


services. 





Social indicators 


protected areas in East Asia 





Seoul tycoon in 

presidential race 

> South Korea's leading businessman, 
Chung Ju Yung, undaunted by the 
government's demand for Won 136 
billion (US$180 million) in back taxes on 
stock transfers involving himself and his 


z 
2 
z 


family, said on 16 January that he will run 


for the presidency in the December 
election if his Unification National Party 
wins at least 20 seats in the 


Japan lobbyist spells 
trouble for Bush 


> President George 
Bush, who made 
much of his efforts 
on behalf of 
beleaguered US car 
makers during his 
recent trip to Japan, 
has named a 
Washington lobbyist 
for the Japanese car 
industry to a senior 
post in his re-election campaign. The dé 
he returned from Tokyo, Bush appointe 
James Lake, whose politically connectec 
lobbying firm has represented the Japa» 
Auto Parts Industry Association since 
1987. The move has already raised 
criticism from some of Bush's political 
opponents. Conservative Republican 
Patrick Buchanan said the appointment 
of Lake and another campaign official - 
who Buchanan claims also lobbies for 
Japanese industry — make the Bush 
campaign “a wholly owned subsidiary 
Japan Inc.” 





Bush. 


Uzbek leader 

accused over protests 

> President Islam Karimov of 
Uzbekistan on 19 January accused his 
former vice-president, Shukrulla 
Mirsaidov, of taking advantage of stud 
protests over price rises to foment 
opposition to his presidency. Karimov 
charge followed a 16 January 
demonstration organised by students i: 
Tashkent to demand higher grants. 
Violence broke out and one student wi 
killed when the militia opened fire. 
Although Tashkent's students have no 
all been sent home on a forced holiday 
another crowd, estimated at 3,000 peo] 
gathered on 20 January to demand 
Karimov's resignation. 


Sikh groups to 

boycott elections 

> Most of the main groups representi 
Sikhs decided on 17 January to boycot 
elections that New Delhi has called fo: 
February in Punjab state, which has be 
under direct central government rule 
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[he command 
s given: "Ready? 
[he rider moves 
o the centre of 


he carefully pre- 


ared dressage arena and acknowledges the judges. 


Then the display begins. Within the very few 
ninutes allocated to them, horse and rider's every 
novement will fall under intense scrutiny. 

Every single dressage discipline — pirouette, 
passage, piafle — must be executed faultlessly, and 
vith absolute precision. 

Yet precision is not the only yardstick. The art 
F dressage lies in developing the natural ability of 
he horse. The judges are looking for a natural stride, 
legance, and harmony. These can only be achieved 
the rapport between horse and rider is complete. 

Nicole Uphoff is widely regarded as the most 
legant dressage rider in the world. 

Her two Olympic gold medals in Seoul 


s well as two further gold medals in 
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All Nicole Uphoff requires of 
her horse is all we require of a Rolex: 
precision, elegance and harmony. 
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the 1990 World 
Hquestrian 
Games bear elo- 
quent testimony 
to this claim. 

Doubtless some of the elegance of Nicole's 
riding can be attributed to her six years’ ballet 
training. Beyond that, however, lies her intense 
devotion to her animals. 

Since she was thirteen years old, Nicole and 
her chestnut Rembrandt have been schooled 
together in the art of dressage. No wonder, therefore, 
that- despite Rembrandt's somewhat highly-strung 
nature — they appear to move and think as one. 

Precision, elegance, and harmony. These are 
the criteria upon which the perfection of a dressage 
display is judged. And we would be flattered to 
believe that these are the very same attributes 
which lead Nicole Uphoff and so — 
other ambitious riders to W 


choose a Rolex aS their watch. ROLEX 
| of Geneva 
iiim 


many 
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iplomacy boosts Li Pi NGS political standing 


In from the cold 


Lincoln Kaye in Peking 


Chinese premier Li Peng 
looks set to finish up the Year 
of the Ram on a roll, diplo- 
matically. His 11-day, six- 
country tour of the US and 
ope conclusively marks his — if not 
» China's — emergence from interna- 
ial pariah status after the 1989 Tianan- 
1 massacre. With his international re- 
ctability certified, Li becomes a stronger 
tender in domestic power struggles. 
Js journey to the West increases the 
Is that he can retain his present position 
a further five years after the March 1993 
iry of his current term. Another term as 
nier would leave Li, 63, well-positioned 
the inevitable succession struggle when 
ing's current crop of ruling octogenar- 
i finally dies off. 

jut Li should not "be happy too soon" 
o replay to him the admonition he gave 
ign reporters in 1989 as communist 
unoes were toppling across Eastern 
ope. Given his country’s controversial 
ge, Li can hardly look forward to a tri- 
shal progress through Western capitals. 
vouldn't be surprised if he is greeted 
! crowds of demonstrators wherever he 
3," says a Western ambassador who 
involved in setting up the premier's 
pean itinerary. Much also depends on 
Foreign Ministry’s success in adding 
e crucial finishing touches to Li's » pro- 
nme, including a meeting with US 
ident George Bush. 

À will certainly meet Russian President 
s Yeltsin, attend the UN Security 
ncil summit, pay a call on the new 
ident of the EC and hobnob with elder 
'smen and business leaders. But the 
1 meeting would count most, at least 
arms of symbolism. Washington has 
| the last major country to stand firm 
he post-Tiananmen bar against top 
lon contacts with China. 

ush hardly needs yet more Asian po- 
J baggage i in an election | year after the 





fortnight before Li was due to depart, dip- 
lomats say the Chinese were still discreetly 
soliciting invitations for the premier. 

The European countries that have 
agreed to receive him have so far all been 
in the southern tier of the continent: Malta, 
Portugal, Spain and Italy. Not that these 
are to be dismissed. Modern Italy is a dy- 
namic economy with substantial interests 
in China, and Portugal is significant as this 
year's president of the EC. 

But it rankles that Northern countries 
have given Li a wide berth. Scandinavia 
remains squeamish about human rights. 
The Netherlands and France have been in- 
volved in arms deals with Peking's arch- 
rival, Taiwan. Another such deal is 
strongly rumoured to be in the works with 
Germany that will dwarf anything that has 
gone before. 

Even Britain's Prime Minister John Ma- 
jor, who led last autumn's procession of 





Li improves stature. 


Western leaders visiting Peking, declined 


adv Vivid 39m 


venue on his itinerary, Davos, Switzerland. 
The two will go there to attend the non- 
governmental World Economic Forum, 
rather than as official state visitors. 

Chinese sources are eager to present the 
Davos meeting as a significant break- 
through. After all, they say, Li will be giv- 
ing the keynote speech and will have the 
chance to talk to such prime ministerial 
counterparts as Datuk Seri Mahathir Mo- 
hamad of Malaysia and Nawaz Sharif of 
Pakistan, not to mention Major. High US 
officials are also expected to attend, in- 
cluding trade representative Carla Hills 
and Defence Secretary Dick Cheney. And 
there will be a distinguished roster of elder 
statesmen. 

According to a Western diplomat, “the 
Forum is the just the right venue for Li 
Peng. The meeting is high-powered but 
low-profile perfect for international 
‘networking,’ which is precisely what he 
lacks at present.” 

Still, when the World Economic Forum 
wanted to hear from Li's reformist pre- 
decessor Zhao Ziyang, it had to convene in 
Peking, rather than Davos. And even so, it 
had to settle for a videotaped talk, rather 
than a live appearance. “Times have 
changed, when a Chinese premier draws 
lustre from the World Economic Forum, 
rather than the other way around,” com- 
ments another diplomat. 

Nevertheless, in the all important do- 
mestic context the diplomatic cachet of the 
trip can be seen as bankable political 
capital for Li Peng. His international 
unacceptability had been seen as an obsta- 
cle to his further rise in the Peking hierar- 
chy. Now that he is "back in good odour" 
abroad, as a diplomat puts it, Li's domestic 
prospects brighten. 

Almost as a trial-by-ordeal of his ambi- 
tions, Li has taken on the foreign relations 
portfolio within the Politburo's Standing 
Committee (the party’s six-member “su- 
per-cabinet"). By insisting that Li is the 
man to deal with, as protocol requires, Pe- 
king may be implicitly seeking acceptance 
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^ ih weighs 


hts options 


By Susumu Awanohara in Washington 


If US President George 
Bush decides to see Pre- 
mier Li Peng in New York, 
he will stress not only the 
need to change China but 
the reality of China's international in- 
fluence. Bush has acknowledged Chi- 
na's help at the UN in forging the coa- 
lition against Iraq and in solving the 
Cambodian problem, and is hoping that 
Peking can contribute to the relaxation 
of tensions on the Korean Peninsula. 

On 17 January, Asian Affairs direc- 
tor of the National Security Council 
Douglas Paal "corrected" an earlier 
press report that Bush and Li would 
meet bilaterally, though Paal did not 
rule out such an eventuality. "No deci- 
sion has been made about a bilateral 
meeting," Paal insisted. 

Clearly, Bush is keeping his options 
open. He will make up his mind after 
monitoring public reaction to the possi- 
bility of such a meeting. 

Some well-placed sources are con- 
vinced that Bush has already indicated 
willingness to meet Li bilaterally in ex- 
change for the major concessions Peking, 
trade officials made in the recent talks 
over US intellectual property rights. Li 
is said to have changed his travel plans 
for this meeting. For Bush, the political 





na's founding premier Zhou Enlai, Li was 
raised in the legendary Red Army redoubt 
of Yenan and schooled (as a hydrological 
engineer) in Stalin's Soviet Union. 

Unlike many of his less well-connected 
contemporaries, Li sat out the Cultural 
Revolution in a "safe" technocratic berth 
(perhaps thanks to Zhou's patronage) in 
charge of electric supply to the Peking area. 
[n 1979, over Zhao's objections, he was 
catapulted to cabinet rank as electricity 
minister through the intervention of arch- 
conservative economic planner Chen Yun. 

It was to Li — a dourly familiar Stalinist 
face — that the gerontocrats turned for 
comfort in 1988. That was when the 


cost of meeting Li appeared smaller 
than the gain of wringing the conces- 
sions from China at a time when he is 
being castigated for his weak economic 
and trade policies, the sources say. 

But other trade disputes persist, as 
well as US complaints about China's 
human-rights violations and weapons 
exports. The House of Representatives 
late last year overwhelmingly passed a 
bill to attach severe conditions on Chi- 
na's most favoured nation (MFN) trad- 
ing status beginning mid-1992 and the 
Senate is expected to pass the same bill 
in the very near future. The MFN bill 
demands China's good behaviour on 
human rights. 

Bush will almost certainly veto the 
bill passed by the two chambers, which 
will then try to override that veto by a 
two-thirds majority. The House will 
easily defeat the president but the Sen- 
ate vote will be close and will give rise 
to an internecine struggle, a Senate aide 
says. 

Bush has consistently argued for 
“constructive engagement" with China 
and against revoking China's MFN sta- 
tus. But under pressure from critics, he 
began justifying his conciliatory policy 
on the grounds that it was more effec- 
tive in changing China than a tougher 
stance would be. 

Bush has gradually become more 
strident in his criticism of China. In 
December, Bush said it was a certainty 
that "the movement of human freedom 
will supplant dictatorships that now 
hold sway in Pyongyang and Rangoon 
and Hanoi, and yes, in China, too" m 


arch Deng Xiaoping may have been 
tempted to think him disposable, once the 
domestic situation stabilised. But that was 
before last August's aborted Moscow coup 
and the collapse of global communism left 
Peking feeling more defensive than ever. 

A retired Peking bureaucrat compares 
Li to Genady Yanayev, the figurehead 
leader of the abortive Moscow coup and, 
before that, a grey apparatchik originally 
brought in by former president Mikhail 
Gorbachov to counterbalance radical re- 
formists. If apt the comparison is certainly 
ironic since it was Yanayev's failure that 
helped to secure Li Peng's success. 

Li's value as a necessary hatchetman 


deal more straight talk than he expects, c 
diplomat suggests. Particularly at Dav 
after all the handshakes, he might fi 
himself forced to face unpalatable truth 

Businessmen at Davos are likely 
press home the message that China is 
longer unique as a vast, untapped exp 
market, an aid target or an investm. 
arena. It now finds itself in competit 
with East Europe and the former So 
Union, the Gulf War reconstruction eff 
and the economically liberal leaders of 
Indian Subcontinent. 

When Li encounters his prime mini. 
rial counterparts from Pakistan and ^ 
laysia in Davos, they will be as much riv 
as allies, for all the superficial cordial 
The businessmen will be looking for ass 
ances of more open markets, investm 
protection and political stability. Hills n 
want to have her say on how far Chin 
practice continues to depart from € 
norms. 

Li could also face questions about rec 
statements by Chinese officials calling 
accelerated unionisation of foreign j 
ventures in China and suggesting that tl 
private status might be only transitio 
Most of all, though, the businessmen 
want to know when the government 
officially end its three-year austerity } 
gramme and proclaim a new boom cy 

The same question is uppermost in 
minds of domestic Li Peng-watchers, 
“If he wants to stake out his future, pc 
cally,” says the retired bureaucrat, “he 
to show himself a man of more than 
season. So far, he is identified only w 
crackdowns and cutbacks. 

For years, Li has been said to be we 
ing on building up his own economic b 
trust to rival that created by Zhao. Lai 
he has reportedly re-channelled the flo» 
economic think-tank reports to his « 
desk, rather than those of his two up- 
coming vice-premiers, Zou Jiahua and 
Rongji. Yet the reports go unread, 1 
complain. 

Instead, Li prefers to rely upon hi: 
nermost circle of trusted hard-line ad vi 
They include: State Council spokes: 
Yuan Mu, an ex-editor and bureau 
State Council Secretary-General Luo € 
an East German-trained metallurgist 
trade unionist; Gao Di, a career p 
worker whom Li installed as chief ot 
People's Daily in a post-1989 purge; 
Yang Dezhong, commander of 
praetorian guard in the Zhongnanhai 7 
ership compound. 
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HINA 2 


ledia stresses Li's ties to Zhou Enlai 


Personality cult 


y Lincoln Kaye in Peking 


With China's media firmly 
under the control of the 
hardline faction he cham- 
pions, Premier Li Peng has 
suffered no shortage of either 
"Wspaper space or air-time in his effort to 
'esent a more "human" public image and 

play down his identification with the 
'89 Tiananmen crackdown on the pro- 
'mocracy movement. 

But, he still comes across as a cheerless 
chnocrat, at best, or a cynical apparatchik. 
Not that he's intrinsically a blood-thirsty 
utcher of Beijing’,” cautions an old asso- 
ite from Li's pre-cabinet days. “Just a 
ithful chief eunuch, biding his time until 
e dowagers die and he can make his 
wer-grab." 

With the approach of the 14th commu- 
st party congress, which will grant or 
ithhold approval for Li's second term as 
emier, his handlers — reportedly led by 
š wife of 33 years, Zhu Lin — seem bent 
| redoubling their efforts to win him 
iblic acceptance. Their latest vehicle is 
eat Earth, a slick new monthly journal 
»m the People's Daily stable that looks 
ely to become required reading for the 
erminable obligatory study sessions im- 
sed by government work units. 

The inside cover of the magazine's 
augural issue features a full-length 
rtrait of Li and Zhu, stiffly posing in 
king's Western Hills. The lead article is 
nemoir of the last days of Zhou Enlai, 
nmunist China's founding premier and 
s adoptive father. Pointedly juxtaposed 
th the Zhou report is an eight-page 





iture — first of an ongoing “Great 
nd" series — recounting Li's life and 
tes, 


The opening instalment focuses on Li's 
bringing in the communists’ World War 
redoubt at Yenan. Most of his remini- 
nces involve long rosters of Long 
rch-era revolutionary worthies he ran 
9, implicitly enhancing Li's communist 
ligree. 

Interspersed with these catalogues are 








Li and Rao at ease. 


any previous contender for the top posts in 
the Chinese communist hierarchy. "His 
face has become synonymous with bad 
news: economic retrenchment and political 
repression." 

In media appearances shortly after the 
1989 crackdown, Li was by turns truculent 
or hunched and defensive. As the crisis 


ebbed, he returned to his pre-Tiananme 
persona, blandly bureaucratic. 

Lately, though, he has appeared mo 
relaxed on television as he has hogged ¢ 
increasing share of the nightly newscast fe 
his assorted ribbon-cuttings, chats wil 
visiting dignitaries and topical pronounc 
ments. Newspapers have started carryin 
pithy summaries of his speeches, rath« 
than verbatim transcripts, making him ay 
pear more incisive. 

It may be that the edited Li Peng 
closer to the private reality of the man tha 
is the stiff press conference version. A fo 
eign journalist who was granted a privat 
interview with the premier found hit 
"imaginative and well-briefed" about th 
diplomatic topic in hand. 

When it came to technical matters, Li — 
an electrical engineer by training — "reall 
opened up," the journalist recounts. O 
other subjects, Li was “evasive, but charr 
ingly so; not a stonewaller." 

An Indian observer at Li's recent meel 
ing with Indian Prime Minister P. V 
Narasimha Rao confirms this impressior 
Li was "at ease, took initiative, sought ou 
one-on-one contact with our premier. 
Aside from the basic business of the join 
communique, Li paid special attention te 
the chemistry of the visit. Indian publi 
opinion apparently had little problen 
dealing with a Tiananmen protagonist lik: 
Li, the observer explains, because “we 
cherished few illusions about the Chinese 
leadership even before 1989." 





CHINA 3 


The bridge builder 


As Premier Li Peng basks in 
the publicity of his European 
and American “coming out 
party,” one of the key archi- 
tects of China’s diplomatic 
rehabilitation — Foreign Minister Qian 
Qichen — is likely to remain quietly in the 
background, as is his wont. 

But it was largely Qian’s skilful ma- 
noeuvring that paved the way for the cur- 
rent trip. When Western countries sought 
to ostracise China in the wake of the 1989 
Tiananmen massacre, Qian discreetly 
called in all of China's diplomatic chips — 
reciprocal state visits and favours owed. 

The object was to remind the world of 





at the same time affirming China's "specia 
relationship" with Pyongyang. With an: 
other communist neighbour, Vietnam, he 
helped broker a “Red solution” to the 
Cambodian stand-off. 

Japan, recognising China's regional im- 
portance, became the first industrialised 
democracy to restore aid and credits to 
Peking and to send its head of government 
on a state visit. Another neighbour, India 
— adrift after the Soviet collapse — rushed 
to a summit with China as soon as it 
achieved a government stable enough to 
do business. 

Qian has also been careful to preserve 
his rapport with Pakistan and even evnand 
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bility to ^win points from the West just 
or doing what comes naturally," a diplo- 
nat observes. Other examples are China's 
tudied neutrality in the Gulf War and 
ven its gracious acceptance of foreign 


iumanitarian aid — a break with pre- 
edent — after last summer's flood 
lisaster. 


At the same time, China dreads the vi- 
ion of a New World Order dominated by 
Nestern values and economic power. 
\gainst this threat, it seeks to mobilise 
“hird World support. 

One key plank is its human-rights doc- 
rine which holds that governments are 
ntitled to set their own human-rights pri- 
xities, and the “right to survival" is para- 
nount for developing countries. On these 
juestions, as on issues of international 
onomics, China likes to play the numbers 
"ame in international forums, insisting that 
'ach country have an equal say. 

Last autumn, Qian's quiet diplomatic 
»vertures worldwide had enticed a series 
of high-level state visitors to Peking. Re- 
"iprocal visits were just a matter of time. 

A Foreign Ministry insider finds it 





dit Wis 


Qian's quiet diplomacy in Japan. 


ironic that Li Peng should be the main 
beneficiary of Qian's diplomatic spade- 
work. Before 1989, Qian was thought to be 
more in tune with reformist general secre- 
tary Zhao Ziyang, since deposed, than with 
the conservative premier. Zhao's backing 
may have helped Qian to the top slot of 
the ministry in 1988, leap-frogging more 
senior vice-ministers. 


In the aftermath of Tiananmen, Qi 
came uncomfortably close to being sacke 
He saved himself by vociferously c 
nouncing "foreign pressure" on Pekir 
and by belatedly permitting a limit 
purge of democracy activists in his min 
try. This purge must have pained him, 
insider says, since Qian has always be 
especially attentive to fostering young 
lents under his aegis. 

Useful as he is to Li, Qian is by 
means a member of the premier's int 
circle. For his faithful post-1989 servi 
Qian was rewarded with elevation to 1 
party's Central Committee in 1991. I 
partisans hope he might make it into ! 
Politburo later this year. 

That, however, is as far as he can 
expected to advance; there is no preced 
for a leader from a background in dip 
macy to attain the highest echelons 
power. And, if Li ever falls from gra 
Qian is likely to go along with him. ^ 
has served the premier too well,” an 
sider observes. "But what choice did 
have? There was no other Chinese gt 
ernment to serve." m Lincoln Ki 





CHINA 4 


Using the UN 


By Tai Ming Cheung in Hongkong 


Premier Li Peng's presence 
at the UN Security Council 
summit meeting at the end 
of January is more than 
just a Chinese propaganda 
exercise aimed at regaining full interna- 
tional respectability following the June 
1989 crackdown. The UN is an increas- 
ingly important forum in China's efforts 
to become an influential player on the 
international stage, particularly given 
' Peking's concerns at the US-led attempts 
to establish a more Western-style and 
interventionist new world order that 
threatens Chinese interests. 

With the collapse of the Soviet Union 
and most of the communist world, the 
US and its industrialised Western allies 
have sought to impose their code of con- 
duct on how states should behave. This 
includes telling governments — prima- 
rily from the Third World — that they 
should be more democratic, guarantee 





tional standing but also lead to more ex- 
ternal meddling in its domestic affairs. 
Chinese officials have been actively 
canvassing support among other con- 
cerned developing states in an effort to 
counteract the spread of this new-age in- 
terventionism. Peking has devoted spe- 
cial attention to neighbouring Asian 
states. Among the countries that Li, 
President Yang Shangkun, foreign min- 
ister Qian Qichen and other senior Chi- 
nese officials have visited in the past year 
are Pakistan, India, Sri Lanka, Thailand, 
Singapore, Malaysia and Indonesia. 
Despite this diplomatic activity, Pe- 
king has limited its opposition to the 
growing US influence to rhetoric, for fear 
that a more involved posture might fur- 
ther antagonise an already strained Sino- 
US relationship. But China has been 
quick to support efforts by other states to 
thwart the expansion of US power. Ana- 
lysts point out that Peking has eagerly 
backed Malaysian Prime Minister Ma- 
hathir Mohamad's proposal for an Fast 


muscle internationally. In addition, given 
that the overwhelming majority of UN 
General Assembly members are from the 
developing world, China hopes they will 
be able to dilute the excessive influence 
of the US and its Western allies in the 
organisation. 

Analysts also believe that China and 
Japan, who are both eager to expand 
their diplomatic presence, are looking to 
forge a tentative diplomatic partnership 
to strengthen their influence. Among the 
arrangements being quietly put forward 
by Chinese and Japanese officials is the 
idea that Peking will help to promote 
Japanese interests at the UN while To 
kyo will lobby for Chinese interest: 
within the elite Group of Seven leading 
industrialised nations. 

Among the initial gestures pointin; 
towards Sino-Japanese cooperation in th« 
UN, Peking has agreed to support Ja 
pan's move to get rid of an anachronisti« 
“old enemy" clause in the UN charter 
drawn up after World War II. Peking 
also backed Japan's application for . 
two-year seat on the UN Security Coun 
cil last autumn. 

Chinese policymakers are, howevet 
much more lukewarm to Tokyo's effort 
to get a permanent Security Council sea! 





OREIGN RELATIONS 


"hai- Vietnamese ties continue to grow 





y Murray Hiebert in Hanoi 


hai Premier Anand Panyarachun's 

mid-January visit to Hanoi, the first 

ever by a Thai premier, marked an- 

her important step in Vietnam's efforts 

improve its relations with its Southeast 

sian neighbours, following the end of the 

old War and the signing of the Cambo- 
an peace agreement. 

A week before Anand's arrival, Thai 
ipreme Commander Gen. Suchinda 
raprayoon also visited Hanoi, where he 
scussed trading spare parts for military 
‘uipment with his Vietnamese counter- 
irts and offered to open Thai military 
ercises to Vietnamese observers. 

In another sign of warming relations 
tween the long-time regional rivals, the 
iai premier called on the US to lift its 
ide embargo against Vietnam. 

Much of Anand's 15-17 January visit 
-used on economic issues. Thailand of- 
red Vietnam long-term credits worth 
ht 150 million (US$5.8 million) to pur- 
ase Thai goods and services, and the two 
les signed a protocol updating their 1978 
reement on trade, economic and techni- 
| cooperation. Hanoi also granted the 
ngkok Bank authorisation to open a 
inch office in Ho Chi Minh City. (An 
lonesian bank had earlier been licensed 
set up a joint-venture bank with the 
etnamese and French banks are also ex- 
cted to be granted licences in the near 
ure.) 

Thailand and Vietnam, two of the 
rid’s largest rice exporters, also signed a 
'morandum of understanding on rice 
ding. Thai and Vietnamese officials de- 
d that they were trying to form a rice 
tel, but said they would begin consult- 
; regularly on the international market 
determine when to sell rice to obtain the 
;hest prices. 

Anand told Vietnamese leaders that 
ailand is ready to share its economic ex- 
jence with Vietnam. "We in Thailand 

not regard Vietnam as a competitor," 
and said. "We would like to see Viet- 

n prosper [and] would welcome Viet- 


building a rapport 





sels to harvest fish from 
Vietnamese waters. 

Anand smoothed over 
the problem, expressing 
understanding of the 
explanation by Vietnamese 
Deputy Foreign Minister 
Le Mai, a former ambas- 
sador to Thailand, that 
local Vietnamese officials 
had protested that they had 
not been adequately con- 
sulted on the drafting of 
the accord. Some Vietnam- 
ese provincial authorities 
are also concerned that 





ested in setting up its consulate in Rayon 
on Thailand's eastern seaboard. Vietnar 
ese Communist Party chief Do Muoi, wł 
has never visited a capitalist country, a 
cepted an invitation from Anand to vis 
Thailand. 

The 6-8 January visit to Hanoi b 
Suchinda appears to have helped allay di: 
trust between the two a 
mies which supported di 
ferent sides in the Camlx 
dian conflict. 

In an attempt to dispi 
Vietnam's suspicion thi 
Thailand is supporting V 
etnamese resistance group 
intent on overthrowing th 
communist governmen 
Suchinda invited Vietnam 
ese officers to inspect area 
of Thailand where the 
suspect Hanoi's opponent 
are being harboured. H 
also invited his Vietnames 
counterparts to observ 
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their poorly equipped fish- Anand: business focus. Thai military exercises, in 


ermen will not be able to 
compete with modern Thai fishing boats. 
The Thais were also hoping to get in- 
volved in an offshore natural gas develop- 
ment project, but Hanoi, while having 
signed a memorandum of understanding 
acknowledging Bangkok's interest, did not 
commit itself. 
Hanoi agreed that Thailand could set 
up à consulate in Ho Chi Minh City and 
suggested that Vietnam might be inter- 


cluding the annual Cobr, 
Gold military exercise with the US. 

In response to Suchinda’s offer, Gen. L 
Duc Anh, who ranks second in the ruling 
politburo, invited the Thai commande 
back for another visit during which h« 
would be allowed to go "anywhere.' 
Anh's offer followed Hanoi's rejection o 
Suchinda's request to tour the Vietnamese 
naval base at Cam Ranh Bay during hi: 
visit. 





SOUTHEAST ASIA 


Brave new world 


By Michael Vatikiotis in Kuala Lumpur 


s Asean struggles to forge mean- 
A ingful cooperation among its six 

members which claim common 
values and share similar levels of develop- 
ment, the four remaining nations of 
Southeast Asia — Vietnam, Laos, Cambo- 
dia and Burma — want to join the organi- 
sation and turn a sub-regional grouping 
into a regional bloc. 

“The signs are, there is now a willing- 
ness to have cooperation among the 10 na- 
tions of Southeast Asia,” said Nguyen Co 
Thach, the former Vietnamese foreign 


eminent Southeast Asians assumed ambi- 
tious proportions. There were, for exam- 
ple, strident calls for less reliance on exter- 
nal powers and the rejection of “outside 
thinking.” 

While Asean quibbles over the desir- 
ability of multilateral defence arrange- 
ments, the architects of the new Southeast 
Asia have no qualms about proposing a 
regional military community involving 
closer cooperation and consultation. “We 
cannot allow our security to be dependent 
on the whims . . . of outside powers,” said 
a former foreign minister of an Asean 
country. Security nronosale an offer in- 










n the affairs of other countri 
egion, if this meant perpetua 
o their common security. Rey 
rom Burma and Cambodia, tv 


onsidered sources of regional instability, 





lashed on this point. A Cambodian official - 


old the REVIEW that he supported Asean 
ntervention in Burma to help restore po- 
itical stability. 

Allowing for the academic, non-official 

iature of such forums, observers were 
vonetheless struck by the tone and sub- 
itance of the debate. The fourth in a series 
X forums on Southeast Asia hosted by 
Malaysia's Institute of Strategic and Inter- 
ational Studies, it was attended by par- 
icipants from all 10 Southeast Asian coun- 
ries. 
- According to the institute's director- 
zeneral, Noordin Sopiee, never have the 
our non-Asean countries been so. vocal. 
Cambodian representatives, for example, 
'astigated. Asean for dropping their coun- 
ry's beleaguered peace process from the 
Asean agenda. One reason for their bold- 
ness is the prospect of joining Asean itself. 
All four non-Asean states have indicated 
their interest in becoming members, a 
process which is likely to take some years. 
- There is less certainty as to when Asean 
will agree to admit more members. 5ome 
Asean members fear the injection of eco- 
nomic dualism — and the implicit respon- 
sibility the six more economically deve- 
loped Asean states will have to assume to- 
wards their less developed new partners. 

The attempt to work out a concept of a 
new regional order also sharpened aware- 
ness of internal and external threats to re- 
gional stability. The drawdown of US 
forces in the region focused attention on 
other powers with interests hinged on 
Southeast Asia; “a possible consortium of 
Japan, India and China,” argued one par- 
ticipant. 

Peace in Indochina and dialogue with 
Burma augur well for a greater Southeast 
Asia, but such a development also brings 
Asean into closer contact with bigger pow- 
ers on the margins. Equally, some partici- 
pants noted, effective common security 
articulated by 10 nations, instead of six, 
could diminish the threat posed by outside 
powers. Thus, for instance, Burma's close 
links with China would enhance the re- 
gion's strategic "inventory." 
~~ Although much taken with the possibi- 
lity of a new Southeast Asian order, the 
'concept was seen as fraught with risks. 
“Asean is alreadv bristling with differ- 









eins to worry over emerging Muslim bloc 


Fear of Islam 


By Susumu Awanohara in Washington 
and Salamat Ali in Islamabad 


—— n v m mre m Nm aeta hs PRA aan 


he two momentous events of 1991 

.— the Gulf War and the break-up 

of the Soviet Union — are casting 

their long shadow over relations between 

the US and the arc of predominantly 

Islamic countries ranging from Central 
Asia in the east to North Africa in west. 

Until recently these countries could play 
one superpower against the other to keep 
domestic fundamentalists at bay. But the 
collapse of the Soviet Union has made the 
West, led by the US, into the principal ex- 
ternal enemy of the pan-Islamists. The 
need of the Central Asian republics to forge 
ties with Muslim neighbours has given a 
fillip to the pan-Islamists. And this in turn 
has fuelled apprehensions in the West of a 
possibly hostile Islamic bloc. 

Back when the Soviet Union was the 
"Evil Empire," Islamic forces in Soviet 
Central Asia and its southern neighbours, 
notably Afghanistan and Pakistan, were — 
seen by many US policymakers as poten- 
tially useful allies against the big commu- 


nist enemy. This was despite the Weste 
image of Islam as an irrational and unp 
dictable element in world politics — 
image reinforced by the 1970s’ oil emb 
goes and US hostage crisis in Teher. 
Now that the Evil Empire is no mc 
however, the US may adopt a less friens 
stance towards Islam at the peripheries 
the former Soviet Union. 

Pakistan's clandestine nuclear p 
gramme, ignored by the US in the 19 
because of the Afghan conflict, has beco 
a major source of friction between Wa 
ington and Islamabad. Recent U5 move: 
improve ties with India, Pakistan's prit 
pal adversary, have not helped matt 
either. Fear that the newly independ 
Kazakhstan may become the first state 
possess an Islamic bomb or that democr: 
in Muslim countries may produce regir 
which are inimical to the West — as mé 
in the US sense is happening in Algeria 
may change the view that Islam is a x 
sance but not a major threat. 

Intelligence reports that Kazakhs 
test-fired a six-warhead 55-19 interc 


tinental ballistic missile on 20 Decem 





FOREIGN 


Opening moves 


By Salamat Ali in Islamabad 
The recent visit to the US by Pakistani 
army chief, Gen. Asif Nawaz Janjua, is 
probably the only positive development 
in the strained bilateral relationship. The 
immediate prospects of reviving close ties 
remain as bleak as in late 1990 when the 
US froze economic and military aid be- 
cause of Pakistan’s alleged nuclear pro- 
gramme. 
Janjua went on a week-long private 
tour at the invitation of US Central 
-Command chief, Gen. Joseph Hoar, to try 
to ease Washington’s military embargo. 
He reportedly succeeded in getting the 
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The commercial export of spares 
equipment already sold is not coverec 
the US freeze on military assistai 
which nevertheless applies to hardv 
not yet supplied. Pakistan's inventor 
40 F16 fighters was acquired in the r 
1980s during late president Zia-ul H 
regime. During the 1989-90 premier: 
of Benazir Bhutto a two-phase agreen 
on additional F16s was concluded. In 
first phase, 11 Fl6s worth some US: 
were to be delivered in March 1992 
the second phase covered 60 F16s cos 
US$1.4 billion. 

Islamabad has been paying quart 
instalments of US$60-90 million for 


eS 


at landed in Kamchatka — only 
“ys after US Secretary of State 
mes Baker visited Alma Ata and 
flat violation of the Strategic 
ms Reduction Treaty (Start) have 
sed doubts about Kazakh inten- 
ns. 

Even before the test-fire report, 
"v Zakheim, a former Pentagon 
‘icial, suspected the Kazakhs, cit- 
; the Kazakh leadership's asser- 
m to Baker in mid-December that 
would not divest itself of nuclear 
'apons until Russia did likewise. 
Zakheim wrote in a Washington 
nes column: “The West simply 
nnot permit Kazakh retention of 
clear weapons. If positive in- 
cements, including financial as- 
tance, do not succeed in ridding 
' Mideast of the Islamic bomb... 
‘er, punitive forms of pressure 
ll be necessary.” 

The indecisive US reaction to develop- 
nts in Algeria — where the army, in 
yperation with the defeated old ruling 
rty, took action to forestall an impend- 
; electoral victory of Islamic fundamen- 
ists — has raised questions as to whether 
‘US supported democracy only as long 
it liked the winner. While expressing 
Ycern about the Algerian army's move, a 
te Department spokeswoman at first 
med to suggest that the Algerian consti- 
ion had not been violated. Later, when 
sed, she said she did not wish to be 
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lisclosed — could begin eating deep 
o the money already paid by 
mabad. Pakistan is continuing to pay 
instalments in the hope that, at some 
ze, the US might agree to issue the 
'ort licences. 
However, Janjua’s visit does not seem 
lave made any dent in the US stand 
the overall military assistance. The US 
maintained that such assistance will 
be resumed unless Pakistan aban- 
ted its alleged nuclear-weapons pro- 
mme. Pakistani leaders, including the 
sident and the prime minister, have 
lared repeatedly that they would not 
dictated to by anybody on the local 
lear programme but that they would 
»pt any non-proliferation arrangement 
vided it applied equally to India. 
Whatever ambiguity there was in the 
‘lic’s mind about the US stance was 
ioved by the undiplomatic declara- 





Pakistani Muslim: discounting Central Asia revival. 


involved in a debate about the Algerian 
constitution. 

Opinion is sharply divided in US policy 
circles on the Algerian situation. Graham 
Fuller, a former CIA officer and now a 
senior analyst at the influential think-tank, 
RAND, has argued against the Algerian ar- 
my's actions. Fuller wrote in the Washing- 
ton Post: “The Islamic [election] victory 
should not be grounds for panic, and the 
election must not be annulled. Indeed, it is 
time to demystify the phenomenon of Is- 
lamic fundamentalism and to see it for 
what it is: a movement that is both his- 


Pressler added that Pakistan had in- 
cited terrorism in India's part of Kashmir 
and the Indian state of Punjab. After ac- 
cusing Pakistan of trying to forge a fun- 
damentalist Islamic bloc, he also revealed 
that the US Senate would soon consider 
legislation to enhance ties with countries 
which not only abandoned nuclear am- 
bitions but also reduced conventional ar- 
maments. 

Pressler's remarks so annoyed Pakis- 
tani leaders that President Ghulam Ishaq 
Khan and Prime Minister Nawaz Sharif 
refused to see him. 

Although Washington has declared 
that the senator’s views were not those of 
the administration, Pakistani policy- 
makers do not see an early thaw in bi- 
lateral ties. An agonising appraisal of 
the ties has been going on in Islamabad 
for several months, but no clear conclu- 
sions have emerged. For more than four 





torically inevitable and politicall 
tamable. Over the longer run i 
even represents ultimate politice 
progress toward greater democrac 
and popular government." 

Amos Perlmutter, a politica 
scientist at American University 
representing the anti-Islamic sec 
tion of the policy circles, sharply 
criticised Fuller in the same news 
paper. He wrote: “Islamic funda 
mentalism of the Sunni or Shia va 
riety . . . is not merely resistant te 
democracy but wholly contemptu 
ous of and hostile to the entire 
democratic political culture . . 
There is no spirit of reconciliatior 
between Islamic fundamentalism 
and the modern world — that is 
the Christian-secular universe.” 

Elsewhere, Perlmutter ha: 
pointed out that situations similas 
to Algeria’s have recently been witnessed 
in Pakistan, “where the justice system has 
been obstructed by fundamentalists,” and 
in Jordan, where the democratic political 
process is inhibited by the fundamental- 
ists’ threatening presence. 

US Sen. Larry Pressler — whose 1990 
legislative amendment was instrumental in 
cutting off US economic and military aid 
to Islamabad — used his recent tour of 
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Pakistan to stir up the Isla: 
Voicing fears over the Islamic bo X 
militant Islam, he referred to Pakistan as a 
probable centre of a new geostrategic bloc 
involving Iran, Turkey, Afghanistan and 
the Central Asian republics. RSV 
Inevitably, Pressler's remarks evoked 
strong rejoinders from Pakistani moderates 
and hardliners, whether Islamists or secu- 
larists. The Islamabad government, which 
is trying to sustain the long-standing ties 
with Washington while coping with the 
perceived Indian threat and domestic Is- 
lamic opinion, was caught in the middle. 
The pan-Islamists saw Pressler's com- 
ments as proof of American hostility to Is- 
lam, their latest accusation being Wash- 
ington's conspiracy to deprive Algeria's 
Islamic Salvation Front of its resounding 
victory at this month's parliamentary elec- 
tions. Liberal Pakistani politicians dis- 
missed the fears of an Islamic strategic bloc 
as nothing more than fanciful. Asif Ali, 
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Asia. The Central Asian republics are not 
interested in Islam. They are enlightened 
people and will not compromise on the 
free market, secularism and democracy." 
The secularists argued that 3t was im- 
possible to foresee Kazakhstan placing its 
nuclear arsenal — intercontinental ballistic 
missiles, strategic bombers and the world's 
second-biggest cosomdrome — at the dis- 
posal of an Islamic bloc. But Islamic mili- 
tants were enraged over the minister's re- 
marks and demanded his dismissal. 
Pakistanis have long cherished the revi- 
val of historical links with Central Asia, an 
issue which had almost become an official 
line in the 1980s regime of late president 
Zia ul-Haq. The militants recall what Zia's 
intelligence chief, Lieut-Gen. Akhtar Abdur 


Unwelcome visitors 
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The remarkable saga of more than 50 
purportedly Chinese boat people who 
. survived two weeks in the most inhospi- 
" table part of Australia — the remote 
northwest — has raised new fears about 
the security of Australia's borders and 
about the effectiveness of measures 
against illegal immigration. 
Despite Australian admiration for the 
courage of the people, whose 16-m 
. Indonesian-made wooden motor boat 
landed in crocodile-infested mangrove 
swamps 300 km from the nearest port on 
31 December, their feat has hardened 
Australian attitudes on refugee policy 
and the treatment of illegal immigrants. 
Of the 47 men and nine women who 
arrived, all but two had been found by 
21 January. They claimed to have come 
from mainland China. They allegedly 
killed and ate crocodiles and snakes, 
supplemented by grass, to keep alive. 
Unseasonable light rains gave them wa- 
ter and they travelled at night to avoid 
searing temperatures and humidity. 
When the first party of 37 was found 
&Himbhblino down a cattle track 125 km 


from Darwin, Perth, Sydney, Melbourne 
and Canberra. In addition, several heli- 
copters and fixed wing aircraft, both 
military and private charter planes, were 
used in the search which covered more 
than 7,000 kn. | 

By any standards the survival of so 
many of the party in the region was re- 
markable but the cost of rescuing them is 
estimated to be at least A$1 million 
(US$745,000). Given the serious state of 
the Australian economy — the worst re- 
cession and highest unemployment in 60 
years — the incurring of costs like this 
has strained Australian sympathies. 

Initial claims that the group were in- 
tellectuals from Peking were quickly 
discounted and they then indicated they 
were artisans from China's southern 
provinces. Australian immigration offi- 
cials declined to comment on the group's 
possible origins, however, until exami- 
nation at the Darwin detention centre is 

complete. 

Several groups of boat people who 
arrived in Australia last year made false 
claims about their origins and were de- 
ported. Moreover, Australia has become 
stricter about granting refugee status. In 
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not remain conti 


-.. but would be pursued into Central Asi 


~ Islamic politics now has more credi 


ity than ever before in Pakistan, not o 


because it was the rationale for the pe 
tion of British India, but also beca 
Washington is now seen as helping In 
gain military pre-eminence in the regi 
Stemming from this perception is the g 
posal for a strategic consensus involv 
Central Asia, Pakistan, Iran, China ; 
possibly Turkey. 

Asif Ali seems correct in the short 
in discounting the importance of Cen 
Asian revivalism. But votaries of mili 
Islam are convinced that the days of 
secularist elite are numbered. In the h 
run, they think Islam will be the sole r 
form of unity against a world order, wt 
they describe as discriminatory aga 
Muslims. 





massacre, who were granted temporary 
residence (for four years) by a tearfu 
former prime minister Bob Hawke, have 
applied for refugee status, but it is un 
likely to be granted. 

The latest arrivals will most likel 
lead to an even stricter policy review 
especially if the Liberal-National Part 
opposition coalition wins power fron 
the Labor Party in the general election 
due by early 1993. 

Opposition leader John Hewson sig, 
nalled this when he called on Prim: 
Minister Paul Keating to removs 
Hawke's emotionalism from the coun 
try's immigration policy and "set clea 
priorities for re-establishing control c 
Australia's national borders." 

Hewson said Keating must specif 
the principles on which boat peoph 
would have their claims to stay in Aus 
tralia processed, and "if their claims ar 
not accepted, the position should b 
made very clear to them that they cann 
stay. Such a decision must be enforce 
by compulsory repatriation if necessary 

Both government and opposition ar 
likely to continue to be sympathetic # 
offshore refugee applications. These hav 
seen Australia accept more refugees pe 
head of population from Asia than ar 
other country in the world. 

The latest arrivals have focused ni 
only on immigration policy but also c 
the parlous state of Australian coast 
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region, altering business, political and 
| financial outlooks. Any move without 
reference to accurate information could be a move in the wrong 
direction. For 32 years business leaders, scholars and politicians from 
around the world have relied on the “Asia Yearbook” for that accurate 
information. The all-new 33rd edition, compiled and edited by 


"us 


Journalists and staff of the Far Eastern Economic Review is now 


available. "Asia 1992 Yearbook" covers the major events in Asia and 
also provides a country-by-country analysis of the various political, 
social and economic scenes. 


G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338 


Please rush me the just published ASIA 1992 YEARBOOK (hardback) at HK$315, USS39 95. £24, Y5,600, S$71.50 or MS117 
at HKS235, US$29.95, £18, Y4,200, S$53 or MSSS each 
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ne of the keys to succeeding in Asia in 1992 (the year 
of the monkey), will be your depth of understanding 
of the events and developments of 1991 (the year of 
the ram). Changes have swept through the - 
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Joint beneficiaries 


he Indian Government was se- 

verely attacked by domestic critics 

for its handling of Chinese Prime 

Minister Li Peng's state visit in 
mid-December. Some of the charges le- 
velled at New Delhi are indeed irrefutable. 
However, almost all the critics and even 
the handful of supporters of the govern- 
ment missed the underlying significance of 
the visit: both nations must deal with an 
international order in which the Soviet 
Union is no longer a superpower. 

Although the nuances vary, the criti- 
cisms amount to a familiar litany. First, it is 
contended that Peking gained dispropor- 
tionately from the visit, especially from 
India’s endorsement of Tibet as an au- 
tonomous part of China. At a time when 
the Chinese are under heavy criticism from 
the West for rampant human-rights viola- 
tions in Tibet and are facing a rising tide of 
Tibetan nationalism, India's endorsement 
proved to be a major propaganda gain for 
China. Simultaneously, the critics say that 
India failed to obtain a similar Chinese as- 
surance on Kashmir, where New Delhi is 
grappling with a growing insurgency. 

Second, criticism has been directed at 
the roughshod manner in which Indian 
police dealt with Tibetan demonstrators 
protesting against Li's visit. Third, a para- 
graph in the joint communique that alludes 
to the emergence of “international oligar- 
chies” and their efforts to “manipulate 
world affairs and practise power politics” 
has sparked much discussion. The critics 
have correctly argued that this amounts to 
a gratuitous insult directed at the US. 

Finally, critics emphasise that little or 
no progress was made on the long-stand- 
ing border dispute over which the two 
nations fought a war in 1962. 

At first sight it appears that the critics 
are right — namely, that India made far 
too many concessions and failed to secure 
commensurate gains. However, closer 
scrutiny reveals that New Delhi was not 
nearly as maladroit as claimed. 

To begin with, both critics and support- 
ers of the government's position missed the 


mast obNnenic cianificancea ot the visit I is 


By Sumit Ganguly 


sance. A shared interest in containing Chi- 
nese influence in Asia had cemented the 
Indo-Soviet relationship. Today, no Indian 
decision-maker can count on such a con- 
tinuing convergence of interests. 

The Soviet disintegration also signalled 
the end of the long-standing arms transfer 
relationship. The Soviets had provided In- 
dia with an array of weaponry at steeply 
discounted rates and were also a key 
source of political support on the crucial 
issue of Kashmir. Since the early 1970s the 
Soviets could be counted upon to veto any 
Security Council resolution inimical to In- 
dia’s position on Kashmir. Today, no such 
assurance is forthcoming 
from Russia, the succes- 
sor state. 

Against this back- 
drop, it makes sense for 
India to seek a new rela- 
tionship with China. 
Given the continuing 
border dispute with its 
largest neighbour and ri- 
val, the possibilities of 
Sino-Pakistani collusion 
on Kashmir and India's 
constrained financial cir- 
cumstances — leading to 
cuts in the defence 
budget — a more relaxed 


naive to assert 
border 
question 


relationship with China is a necessity. 

The Soviet collapse has also had 
reaching consequences for the Chin 
Most importantly, Washington no lor 
needs China as a strategic asset to tie dc 
the Soviets in East Asia. Also, US Cong 
sional criticism of the Chinese Govern 
is mounting, stemming from the Tiar 
men crackdown on pro-democracy d: 
onstrators, its record on human right 
Tibet and its use of prison labour to } 
duce goods for the US market. 

China's willingness to sell mis 
technology to the volatile Gulf nations 
also incensed the US. In sum, the Chia 
are increasingly finc 
themselves isolated in 
international order, at 
makes sense for Pel 
to compensate for thi 
seeking to improve 1 
tions with India. 

Did India help re 
China's international 
lation without gail 
much in return? € 
trary to what the ct 
say, it could be arg 
that despite some sl 
comings, the Li visit 
mutually beneficial. 

At the very least 





The taxing Wongs 





By Stacy Mosher in Hongkong 

The Hongkong Government's inability to 
stand up to Peking on some of the 
trickier issues involved in the territory's 
reversion to China in 1997 may not be 
surprising after all. On the tiny island 
of Cheung Chau in the New Territories 
the government is having trouble deal- 
ing, not with Peking, but with the 
Wones. a clan of hereditary tax gatherers 


on the New Territories in 1898. 

The clan was granted a block cı 
lease in 1903 for 97% of the lan 
Cheung Chau, but all residents o! 
island at that time were also listed as 
lessees of the properties they live 
Ordinary Cheung Chau people thus 
land tax to the Wong family, which as 
a 100% service fee for passing it on t 
colonial government. 

An anthropologist studying the is 





isit marked the continuation of a dialogue 
ith Peking initiated during Rajiv Gan- 
hi's visit to China in November 1988. This 
ialogue has taken on a new urgency in 
ie wake of the Soviet collapse: one of the 
urposes of the fanfare surrounding the 
sit was to attempt to wean the Chinese 
vay from Pakistan. 

In this connection, the critics are super- 
tially correct in saying that India was un- 
le to obtain a similar assurance of the 
tegrity of Kashmir within the Indian 
nion as a quid pro quo for its position on 
bet. Yet, the critics are wrong on at least 
/O separate counts. 

First, Tibet is not a bilateral issue be- 
reen China and another nation. The 
ishmir dispute, as New Delhi has long 
sisted, is a bilateral matter between India 
id Pakistan. The two situations therefore 
nnot be equated. Second, India merely 
iterated the stand on Tibet it had adopted 
1954. Sources say the Chinese provided 
ivate assurances that they would not 
ndone Pakistani support for terrorism in 
injab and. Kashmir. It may, however, 
ve been possible to extract a public con- 
mnation of terrorism without explicitly 
ming Pakistan. 

A lesser criticism, that of the treatment 

the Tibetan demonstrators, has some 
arit. Policemen lathi-charging unarmed 
»etans did little to enhance India's inter- 
tional image. Yet, both domestic and for- 
m critics should have remembered that 
> Indian police have never been particu- 
ly adept in crowd control. Indian police 
'thods of crowd control may leave a 
'at deal to be desired, but it is unlikely, 

many critics have suggested, that the 
tans were treated with greater harsh- 


ness merely to appease the visiting Chi | CENTRAL 


nese, 
Another criticism, involving the com- 
munique’s allusion to the emergence of 
"international oligarchies,” again appears 
valid. Many Indian politicians are uneasy 
about the prospects of a US-dominated 
new world order because of its explicit 
commitment to protecting human rights on 
an international basis and a concomitant 
challenge to national sovereignty. Never- 
theless, they recognise the limited room for 


manoeuvre that India, singly or in concert | 


with Peking, has in the emerging interna- 
tional order. Consequently, New Delhi 
would not have gratuitously insulted the 
US at a time when, after a long hiatus, rela- 
tions appear to be on the mend. 

Conversations with senior Ministry of 
External Affairs officials as well as journal- 
ists reveal that the unfortunate phrase, a 
Chinese formulation, was inadvertently al- 
lowed to slip in. While this reflects mala- 
droitness on the part of the ministry, it can- 
not be taken as accurately reflecting the 
Indian position. 

Finally, the critics are naive to assert that 
little progress was made on the border 
question. A minority government in New 
Delhi besieged with a range of problems 
could hardly undertake any dramatic ini- 


tiatives on an issue which still evokes pain- | 


ful memories. Instead, by agreeing with the 
Chinese to improve the overall tenor of the 
relationship before forthrightly grasping 
the nettlesome border issue, the govern- 
ment demonstrated a degree of flexibility 
and wisdom. s 


Sumit Ganguly is an associate professor of po- 
litical science at Hunter College, New York. 





ongs’ special status almost from the 
rt. But the chief secretary at the time 
fended the clan's tax-collecting rights, 
d said that villagers who objected to 
' arrangement could move elsewhere. 
any case the taxes were reasonable. 
wil the recent past, most taxes 
icunted to an annual HK$2 per land- 
Ider. 

Grudging acquiescence over the issue 
3 given way to active discontent over 
' past decade, as Cheung Chau has 
n transformed from a sleepy rural so- 
ty to a bustling resort by urbanites 
king escape from the territory's con- 
te jungles. The Wongs could hardly 
expected not to claim their share. 


mits from the government for property 
development. When this reached 1009; of 
the government's already substantial con- 
version premium, sub-lessees began re- 
fusing to pay and some development 
plans were actually abandoned. 

Unlike many Hongkong institutions 
the Wongs are likely to be around 
after 1997 though their legal status may 
change. 

The Wong clan are regarded as immi- 
grants rather than indigenous villagers, 
and as such will be liable to pay the gov- 
ernment rent amounting to 3% of the rate- 
able value of the land. Villagers expect 
that the clan will demand that villagers 
pay this amount plus the usual 100% «ur- 
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Tiny Tuva faces 


renewed hardship 


Remote and 


| 


forlorn 
By Mergen Mongush in Kyzyl, Tuva 


hortly after last August's anti 
e coup unravelled, th« 

leader of the tiny Siberian region o 
Tuva paced the halls of the local Supreme 
Soviet carrying burning juniper branche. 
to exorcise communist spirits. It was a de 
monstrative act by Kayder-ool Bicheldei 
but shamanist rituals alone will do little te 
cure Tuva's ills. 

This mountain-circled enclave on the 
Mongolian border, where the head waters 
of the Yenisey river feed grassy plains, has 
one of the lowest living standards in the 
Russian Republic despite gold, silver anc 
other mineral deposits. Food rations this 
winter for Tuva's 300,000 residents are just 
the latest example of years of economic 
neglect by Moscow. Although backward, 
Tuva used to be able to feed its population 

Tuva needs radical reform. But even 
though its leaders want to regain inde- 
pendence, they know they cannot survive 
in political isolation. As the Soviet Union 
itself has unraveled, these leaders acknow- 
ledge that once again their distant republic 
is out of sight and out of mind. 

Along with righting the economy, 
Tuvans are trying to throw off what they 
consider the yoke of Russian cultural im- 
perialism. Since Stalin annexed the terri- 
tory in 1944, Moscow has dictated terms, 
including what the residents and their lan- 
guage should be called. Tuvan became 
Tuvinian. 

A fresh cultural onslaught looms under 
the Russian-led Commonwealth of Inde- 
pendent States, which includes Tuva. Al- 
though ethnic Russian migrants comprise 
about a third of Tuva's population, native 
Tuvans are neither Russians nor Slavs but 
Turkified Mongols. 

Traditionally a herding and farming so- 
ciety, Tuva has belonged to the empires of 
Genghis Khan, Manchu China and the So- 


viet Union. From 19?1 ta 19044 Tiiva wae 











Die A uu 


-GIONAL AFFAIR 


o 


Tuvans. In 1962 Moscow upgraded Tuva 
to an autonomous republic, allowing it a 
constitution and council of ministers. Ear- 
lier last year, Tuva refused to support Boris 
Yeltsin's bid for the Russian presidency 
and proclaimed itself a full republic. 

Tuvans awoke from their political slum- 
ber as the Baltic republics sued for greater 
independence and neighbouring Mongolia 
began to open up. Bicheldei, leader of the 
Tuvan Democratic Movement, emerged as 
the local hero and was elected chairman of 
Tuva's parliament. A philology graduate 
of Ulan Bator University, Bicheldei seems 
as interested in strengthening ties with 
Mongolia as with Moscow or Minsk. 

In the meantime, he is not free to pur- 
sue an economic policy independent of 
Russia's since Tuva is still part of Moscow's 
economic grid, though barely. Tuva was 
such an afterthought that central planners 
did not calculate its GNP until two years 
ago. 

i Rich mineral deposits might have 
provided an industrial base, but there is 
no railway in Tuva and roads are poor. 
Two mines, for cobalt and asbestos, are 
expected to produce for no more than 15 
years. Two coal mines generate 1 million 
tonnes yearly. The extent of gold, silver 
and uranium deposits are kept secret. 
Gold mining is officially said to have 
stopped in the mid-1950s due to deple- 
tion. The mining of uranium for nuclear 





weapons thrived in the 1940s. 

For every miner, there are some eight 
farmers or herdsmen. Tuva once had more 
livestock per capita than anywhere else in 
the Soviet Union, and at the time of an- 
nexation, agriculture accounted for over 
half of Tuvan wealth. Livestock raising re- 
mains the main occupation, but Soviet au- 
thorities restricted private ownership, cut- 
ting herds of camels, yaks, cows, goats and 
sheep. Agricultural productivity fell to one 
of the lowest levels in Siberia. 

Even now, though ownership restric- 
tions have been eliminated, agricultural 
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output per capita is still declining, thas 
to a related communist policy. Ordei 
into Soviet-run boarding schools, you 
Tuvans drifted away from the steppe. W 
a shortage of urban jobs, crime and hor 
lessness among the youth are on the ri: 

Inter-ethnic tensions have exacerba 
economic woes, since anti-Russian riot: 
1990 drove more than 3,000 skilled we 
ers from Tuva. And Tuvans themsel 
appear to have little confidence in k 
joint-stock companies, whose shares o 
such puny dividends they are not w« 
buying. 

Experts agree the remedy lies in in 
ducing private property and investme 
But Tuva probably will be the last place 
the former Soviet Union to start privat 
tion or receive foreign funds. Alexan 
Granberg, an economic adviser 
Gorbachov, thinks privatisation is impc 
ble in Siberia, where 80% of all goods 
made by 5% of the — mostly outmodec 
industries. 

In all of Russia there are only sc 
2,300 joint ventures, of which 971 are as 
ally working. So it is no surprise that 
eign capital is unknown to Tuva. The c 
foreign workers are summer farmha 
from China. And trade with Mongoli 
far from brisk. The only significant priy 
foreign deal is with a Czech joint-st 
company, “Dialog,” to swap Tuvan ¢ 
wood and animal skins for machinery. 
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Little comfort 











By Shim Jae Hoon in Seoul 





Japanese Prime Minister Kiichi Miya- 
zawa was jolted by the intensity of anti- 
Japanese feeling during his mid-January 
visit to Seoul but his two meetings with 
South Korean President Roh Tae Woo 
are likely to bring new efforts to tackle 
fundamental problems troubling their 
bilateral relations. 

On the eve of his arrival in Seoul on 
16 January, Japanese diplomats said in 
Tokyo that Miyazawa, anxious to avoid 
intractable problems such as Seoul's 
trade deficit, would focus on a broader 
agenda including discussions on the two 
countries’ future role in Asia. Miyazawa 
underscored this when he told Roh that 
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emerging new world order, in as much 
as it concerned Asia, should be through 
its economic contribution rather than 
military or political activities. 

Roh also took up the vexatious ques- 
tion of South Korea's widening trade 
deficit with Japan, which last year soared 
to a high of USSS.8 billion, or 90% of 
Seoul's total trade gap. 

Initially Japanese officials declined to 
follow up on the question, saying the 
deficit resulted from Seoul's dependence 
on export industries requiring Japanese 
parts and machinery rather than from 
Tokyo's import restrictions. But Miya- 
zawa eventually asked Finance Minister 
Tsutomu Hata to listen to the complaints. 

In the end, Japan agreed to produce 


to transfer technology. 

As with the visits of previous Japan 
ese premiers, the legacy of Japan's colo 
nial rule dogged Miyazawa throughou 
his stay in Seoul. Fresh revelations con 
cerning the seizure of tens of thousand 
of Korean women as war-zone sex slave 
for Japanese troops fighting in China an 
Southeast Asia in World War II led t 
demonstrations outside the Japanes 
Embassy in Seoul. 

But it was not the Korean Goverr 
ment that stoked the fire on the so-calle 
“comfort women" — it was inadvel 
tently fuelled by new evidence unco 
ered by Japanese civic organisation 
from the archives of the Defence Agenc 
in Tokyo. The horrifying new details i» 
cluded the fact that Japanese military at 
thorities sometimes raided villages t 
seize Korean women for war-zone s€ 
services, and they provided schools a s¢ 
quota of girls to be drafted, includin 
girls as young as 12 years old. 
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Traveller s Tales 


ne of the pleasures of New Delhi 
life is a browse in the book- 
shops of Khan Market, a short 
stroll from the REVIEW’s office 
rough Golf Links, a shady, comfort- 
le precinct developed in the 1950s by 
e in-laws of long-time colleague Nayan 
handa. Along one face of the market 
e no less than six bookshops, four of 
hich would be classed as serious by 
bliophiles anywhere. The emphasis is on 
dian publications and books about India 
and this is a country whose intellectuals 
ive taken the "publish or perish" dictum 
heart. 
Around 100 new titles appear every 
onth in New Delhi, in English alone. 
me are local impressions of books 
iblished elsewhere (mostly in London 
ll), and with hardbacks rarely costing 
ore than the equivalent of US$20 — a 
al bargain to the extent airline bag- 
ge limits allow. Many are novels and 
etry by Indian authors, either local or 
m the talented Indian diaspora. Every 
cial problem is 
omptly subjected 
quickies by the 
ademic/journalis- 
pundits. The re- 
nt vogue in 


ivel books by 
yuld-be Bruce 
1atwins and 


byn Davidsons 
s seen every cor- 
r of India tra- 
rsed by bright 
ung (and mostly 
glish) graduates, 
ing every form 
locomotion from 
phants to Airbuses and writing up 
' "discover-India, discover-myself" re- 
t. 
The doyen of the Khan Market book 
de is Ram Lubhaya, whose father Fakir 
and had been a bookseller in Peshawar 
i0 had moved to Delhi in the 1947 Parti- 
n. The Fakir Chand bookshop opened 
1951, and has been a favourite haunt of 
lian and foreign booklovers ever since. 





only encouraged to linger, but handed a 
cup of capuccino coffee while they look 
around or chat. 

In the past year or so, two others have 
joined the fray at Khan Market with more 
swept-up premises and in one case a side- 
line in upmarket video film rentals and 
classical music cassettes. With the devalua- 
tion of the rupee and increased competi- 
tion, the trade is perceptibly leaner but 
Khan Market without Fakir Chand would 
be unthinkable. Lubhaya himself admits 
that his identity has been somewhat fused 
with the shop. "Everyone calls me Fakir 
Chand, so I'm trying to forget my personal 
name," he said. “I rather like Fakir Chand 
better anyway, it has a Sufi [mystical] 
ring." Books of Raj-era memoirs, flora and 
fauna, militaria, Kipling, Jim Corbett and 
all line the walls to the high ceilings. 
Lubhaya does not know how many titles 
are in stock. "They are uncountable,” he 
said. "I'm buried in books." 


Churchill's adage about the British and 
Americans being separated by a common 
language must strike a chord with Delhi's 
foreign correspondents and diplomats who 
wade through nearly a dozen English-lan- 
guage newspapers landing on their break- 
fast table every day. Derived in large part 
from Gandhian non-violence, political ac- 
tivity has a unique lexicon — including the 
dhana (sit-in), the gherao (surrounding and 
haranguing the target), and the saty agraha 
(courting arrest). Recently, token protest 
has been taken to the absurd with the re- 
lay-fast, in which successive protesters 
forgo a meal or two. Acronyms abound, 
often redolent of administrative life: FIR 
(first information report lodging a com- 
plaint at a police station), IAS (Indian ad- 
ministrative service), DSP (deputy- 
superintendent of police) etc. Dacoits (ban- 
dits) and goondas (musclemen) abound. 
Latinisms have passed from the law into 
everyday elite language: courts are ad- 
journed sime die (pronounced siney dye, 
meaning indefinitely), and judges hand 
down decisions sui moto (on their own ini- 
tiative). Like the Filipino and South Korean 
journalism that still uses a by-gone Ameri- 


Anglo-Indian wordage first published ii 
1886, is now somewhat dated. Two recen 
books give some updated guidance. Ivo 
Lewis, a veteran British educationist in thy 
Subcontinent and Southeast Asia, ha 
given us Sahibs, Nabobs and Boxwallah 
(Oxford), which takes Anglo-India up t 
1947. Sample entries are “babu” (i 
pretentious gentleman, often Bengali 
nowadays usually a clerk or official) anc 
"sudden death” (a chicken killed anc 
cooked in the time it takes a guest to arrive 
have a bath and a chota peg, or smal 
measure of spirit). The other is S. Muthiah': 
Words in Indian English (from Indus, a loca 
Harper-Collins imprint). As Muthiah i: 
Madras-based, this has some intriguing 
South Indian-English entries like co 
brother (your wife's sister's husband) as 
well as All-India standards like lathi-charge 
(baton-charge) or charge-sheet (transitive 
verb, to file charges against). Then there is 
air-dash (to rush somewhere by plane 
usually to solve a crisis) or prepone (“Ii 
you can postpone an event, why can’t 
you move up another?” asks Muthiah) 
An essential companion to the Indian 
press. 


Farewell Aubrey Collette, the creator of Sun 
Tan, the lovable layabout village philoso- 
pher. The Sri Lanka Australian cartoonist 
died on 8 January at the age of 71. His 
work, which appeared in the Straits Times, 
Asia Magazine, as well as numerous publi- 
cations in his native Sri Lanka and adopted 
Australia, was an inspiration to many 
younger cartoonists, not least our own 
Morgan Chua. m P. B. 
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t was a paparazzi's dream: some of 

the biggest names in Hongkong's 

showbiz circles gathered together, 

obligingly posing for photos and pa- 
tiently answering the questions of swarms 
of reporters. 

. This conclave of hundreds of the colo- 
ny's glitterati on a busy downtown street 
was not a grand opening of a new movie, 
or an awards ceremony. They had ga- 
thered on 15 January to hoist a huge yel- 
low banner with the legend “Showbusiness 
Against Violence" and march to police 
headquarters to protest a rash of violence 
and intimidation carried out by organised 
crime syndicates in the industry. 

Pressure had been building up over the 
past few weeks, with Hongkong's largest 
circulating newspaper, the Chinese-lan- 
guage Oriental Daily, printing a series of 
sensational articles exposing the Sun Yee 
On triad and Big Circle gang’s grip on the 
industry. Reports told of film crews paying 
up to HK$10,000 (US$1,300) for permission 
to film on gang "turf." 

_Big-name stars were quoted as saying 
that they have been forced, sometimes at 
gunpoint, to appear in certain films, and 
then only paid a fraction of the fees they'd 
been promised. Starlets were said to have 
been raped to ensure their presence on the 
set. The newspaper printed a picture of one 
star, Chan Pak-cheung, lying in a pool of 
blood after his hand was nearly severed in 


an alleged triad attack three years ago. 

The Oriental’s weekly magazine, Orien- 
tal Sunday, also published a lengthy inter- 
view with heart-throb Andy Lau, who said 
he had acted under duress in films for a 
certain company for two or three years. 

He went to the police, he said, when his 
manager was threatened at gunpoint, but 
nothing came of it. In any case he doubted 
that the police could do much. “Are they 
going to send someone to protect me 24 
hours a day? And who's going to ensure 
the safety of my family?” 

Lau didn’t put in an appearance at the 
protest march. Also notably absent were 
several other superstars who industry in- 
siders describe as the main victims of triad 
intimidation — George Lam, Leslie 
Cheung and Anita Mui. Many of the stars 
who did appear have managed to procure 
what Lau described as the best means of 
escaping the clutches of gangsters. Some 
have contracts with major production 
companies like Shaw Brothers or Golden 
Harvest. Others have ingratiated them- 
selves with the authorities by making 
themselves available for police benefits and 
public-service announcements. - 

The ostensible catalyst for the protest 
march was an incident on 8 January in 
which armed thugs burst into a film 
processing company and destroyed two 
reels of film negatives featuring Leslie 
Cheung. Competition among. movie stu- 
dios is most keen in the run-up to the Lu- 
nar New Year, and, according to insiders, 


Stars of the silver screen protest triad’s hold on the film industry 


hot by the mob 


the producer of the film had refused 
make Cheung available to shoot a film 
another studio with a triad backgrous 
Cheung is now under police protection 

As it turned out, only a few minutes 
action were sliced to bits, but many in ! 
industry consider the incident a sign ti 
things are getting out of hand. Some bla: 
the police for inaction, and hope that ' 
march will inspire the authorities to tz 
the matter seriously. 

But one senior police officer dismiss 
the protest with a laugh. “A lot of 1 
people taking part in the march are the 
selves triads!" he remarked. "We know : 
triads are active in the film industry, 1 
people seldom come forward to complai 

One local director agreed that triads F 
been part of the film industry all along. | 
in the 1980s, as local films began to prc 
themselves as money-spinners, more a 
more small production houses began 
break into the market. One of these in 
pendent companies — with an organi: 
crime background — began wielding a 
of power in the industry. Its triad al 
began abusing that power. 

“Its bad for the industry, because it 
fects the quality of films,” the director sa 
“We need stars to act in films because th 
want to, not because they're afraid.” 

Complicating the situation further 
that other gangs are now muscling in, 
manding their share of the profits. Anx 
these are the Big Circle gangs, loosely 
ganised groups originating in China w 
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23 By Lincoln | Kaye in Peking - MEME 





i ` For the 20th anniversary of Sino-Japanese 
| diplomatic normalisation, Tokyo’s Shin 
| Seisakuza playhouse has offered an espe- 


Noh show in Peking 


Sakamoto five years in advance. Lavish 
stage sets, props and costumes were 
shipped from Japan. She collaborated with 
the famed China Peking Opera Academy 
and hired China’s top-name Peking opera 


few chances for the sostenuto flourishes 
long, sustained. notes — where a Pek 
opera star can really shine. Instead, ti 
are kept busy stuttering out recitative. 
Perhaps, Gzula suggests, in adapt 
the Japanese-language stage play to € 
nese conventions, Mayama and her : 
laborator Lu Ruiming have had to a 
the script with too much dialogue, ' 
many words." 
No wonder, considering how nv 
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e known for their ruthlessness and vio- 
1ce. The police have also heard rumours 
at the well-known local 14K gang is 
ning with Taiwan's Bamboo Union to 
eak into the industry. 

The furore over gang control of the en- 
rtainment industry comes as moviegoers 
e flocking to see block-busters about or- 
nised crime, a trend in local cinema since 
86. "It's natural for people with this kind 

background to make films on subjects 
ey're so familiar with," says Lee Cheuk- 

a critic and organiser of the Hongkong 
m Festival. 

Despite expressions of anxiety in Hong- 
ng about the increasing breakdown in 
v-and-order, moviegoers can't seem to 
t enough of the world of 
me on the silver screen. The 
lluloid gangsters — por- 
iyed as antagonistic to au- 
rity and bound by a strict 
de of honour — may seem 
roic to ordinary Hongkong 
ople, who feel frustrated over 
‘ir lack of control over their 
" uncertain fate. 

Recently, film makers have 
ded a new twist to the genre: 
rning to stories of corrupt 
ps and drug lords from the 
50s and 1960s. Director 
inny Mak initiated the trend 
t year with his first-rate To Be 
imber One, based on the life 

Chiu Chow drug lord "Limpy" Ng 

-ho. 

“People have a feeling of foreboding 
er 1997," says Lee. "These heroes from 
‘old lawless days show that people can 
‘vive and even succeed in a bad situa- 
n 
Several of the recent string of gangster 
ns have featured two notorious "survi- 
rs" surnamed Ma, one of whom is 
metimes shown with a newspaper 
ded under his arm. Anyone familiar 


with Hongkong's criminal history will eas- 
ily understand why the Oriental Daily has 
taken such a keen interest in the saga of 
tinseltown gangs. 

The Oriental Daily was founded in 1969 
by Ma Sik-chun, who in 1977 was charged 
with drug-related offences. He skipped bail 
and fled to Taiwan in 1978, where his 
brother "White Powder" Ma Sik-yu had 
already taken refuge. The newspaper was 
left in the hands of Ma Sik-chun's eldest 
son, Ma Ching-kwan. 

The Ma family might be expected to 
take exception to these unpleasant remind- 
ers of their dubious past. But adding to the 
vexation is the fact that a number of the 
films were produced by Heung Wah-sing, 





Gangland films s are re the rage while gangs muscle in on the business. 


whose father founded the Sun Yee On so- 
ciety back in 1921. 

In 1988 Ma Ching-kwan and his brother 
Ma Ching-fat took Heung’s elder brother 
Heung Wah-kwok to court for allegedly 
demanding that the Mas pay a HK$100,000 

“subscription fee” to the Sun Yee On so- 
ciety. In the well-publicised case, Ma 
Ching-kwan testified under oath that he 
was “one hundred percent not” a member 
of the Sun Yee On gang. Heung was 
eventually acquitted. 


The recent rash of gangster films ha 
resurrected the old family feud. No adver 
tisements for Heung Wah-sing’s most re 
cent films have appeared in the Orienta 
Daily, nor were the films included in the 
Oriental's list of top box-office draws. Sucl 
a loss of publicity in the territory's leading 
newspaper hit Heung where it hurts. 

Last month, Heung held a press confer 
ence accusing the Oriental of constraining 
freedom of expression. He also gave ; 
lengthy interview to the popular Chinese 
language weekly Next Magazine, com 
plaining about the Oriental Daily's “boy 
cott" of his films, and referring to the Mc 
family's shady background. 

“I'm a good friend of [C. K. Ma's] dad,’ 
he told the magazine. "His dac 
really had style. When he lefi 
Hongkong for Taiwan, the 
Oriental showed its respect fot 
the news medium and reported 
it along with all the other 
newspapers. His dad's success 
was well founded. In compari- 
son he [C. K. Ma] can't hold a 
candle to his dad." 

The Oriental Daily is now 
suing Heung Wah-shing for 
slander and libel, and Next 
Magazine and Metropolitan 
Weekly for reporting the libel. 
The Oriental has also engaged 
in a barrage of anti-triad 
exposés. In early January the 
newspaper exposed a triad protection 
racket in Tuen Mun. Two days later police 
arrested three suspected members of the 
Sun Yee On gang. 

"This new spaper doesn't claim to have 
led the police in its sweep against criminal 
elements," the Oriental humbly conceded. 
"But this newspaper is determined and 
willing to expose injustice, to share police 
concern over Hongkong's ‘black spots,’ 
and to cooperate in preserving the peace in 
our society." a 
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re Perry's 
the Meiji restoration. 

Sent at first to assassinate the foreign 
'aders, the operatic Sakamoto realises 
soon as he sees the Westerners that 
‘an needs their modern technology in 
ler to fend off their challenge. After all, 


"Black Ships" and the onset 


admonishes his mates, look what 
amant resistance to change brought our 
ghbour, Qing Dynasty China, which 
1 just lost the Opium War. 


to create an Asia where Asians them- 
selves can forge their own destiny — an 
anachronistically modern notion for a 
I9th century samurai. 

Such assertions drew quite different 
reactions from the two distinct segments 
of the audience: fervent applause from the 
expatriate Japanese, in their finery, but 
blank stares from the greatcoat-bundled 
Chinese oldsters who filled the blocks of 
seats that had been bought by govern- 


Zedong Points the way forward. 

“I don't know," mused Wang Po out 
on the theatre steps. "Do you think they 
were being sarcastic?" asked the retiree in 
her 60s. “Were they making fun of Chi- 
nese?" 

Lao Wang, her husband, doubted it. 
But what to make of Sakamoto's progres- 
sivism? Is it red-blooded reform or effete, 
spiritually polluting liberalism? Are the 
Japanese, too, out to seduce China with 
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"Few in the steel industry would have thou 
it possible. But in little more than 20 years, our comp: 


has become the world's third-largest steelmak 
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Digital's. open networking systems and services hi 
been an essential part of our phenomenal growth e 
since the early days," said Lee Sang-Gil, Gene 
Manager of Computer System Planning, Pohang | 
and Steel Co., Ltd., Korea. 

"Digital knew what we wanted, and together 
designed a system that has made POSCO a symbo 
Korea's economic success. Digital's NAS (Netw 


Application Support) open computing products ; 
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services helped us integrate 40 different compi 
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DIGITAL 


INTEGRATES ALL 
Digital’s computing solutions 

YOUR SYSTEMS 
Open your company to a world of 

AND OPTIMIZES 





YOUR 


choices you never thought 


possible. You can optimize your 
INVESTMENT 





usiness - from management and finance to steel 


rcoduction. 

"With complete control over manufacturing 
perations, our steel productivity and quality have 
xceeded our expectations. Whats more, Digital's 


exible approach to our computing needs means we 


in expand our operations as and when we like." 


investment by integrating new and 
existing systems, data and 
applications. And our unique NAS products give you 
the assurance that solutions put in place today will 
work superbly with ones developed in the future 
- whatever industry you're in. 

For further information, write to Digital Equipment 
Corporation, Marketing Department, 20/F Fleet House, 


38 Gloucester Road, Hong Kong. 
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The maelstrom that Mao built 





sices from the Whirlwind by Feng icai. 
mtheon Books, New York. US$22.00. 

The Chinese communists seized their 
ioment in history in 1949, then squan- 
ered it in purges, terror campaigns and 
:onomic incompetence. But they were so 
lept at covering their failures with all of 
we shining, mendacious imagery of 
rogress that they long fooled many 
lestern intellectuals and even themselves. 
iradually, from the mid-1950s to the mid- 
360s, vividness of delusion became the 
veasure of mental clarity. It is a short step 
ver the edge into the 10-year psychotic 
pisode called the Great Proletarian Cul- 
iral Revolution. 

Anyone who doubts that the memory 
f that rabid era continues to gnaw at the 
eart of the Chinese people need only go 
) China, make friends and ask discreet 
uestions — or read Feng Jicai’s Voices from 
"e Whirlwind, a collection of anonymous 
‘ersonal accounts by survivors of those 
imes. The reader should approach the 
100k charily, however, for there are scenes 
n it that will make him wince in horror. 

In “Avenger,” for example, a graduate 
Xf a technical college works as a cadre in 
harge of production in a factory. He is 
alous, hard-working and honest. After 
he onset of the Cultural Revolution, he di- 
tides his energies between his work and 
he compulsory copying of Mao's sayings 
mto posters. One day his concentration 
vanders. Instead of "Whatever the enemy 
»pposes, we should uphold,” he writes 
"Whatever the enemy opposes, we should 
»ppose." The ink is hardly dry before he 
inds himself denounced, imprisoned, 
»eaten daily, denied water and forced to 
»erform all his natural functions in full 
view of the “workers.” Later, the workers, 
yn a whim, decide to castrate him with a 
oair of scissors. He resists desperately, pro- 
ecting the target of the onslaught with his 
1ands, which his attackers continue to stab 
ill the flow of blood repels them. Before 
letting him go, however, they deform his 
ears with pliers. 

If terror is the instrument of control in 
the totalitarian state, the Chinese commu- 
mists democratised it to an unprecedented 
degree. Anyone could visit terror on any- 





tery in the neck, the embo- 
lism produced will result 
in immediate death . .. My 
mother said how lucky 
they were to have a doctor 
daughter to help them die 
. . . We decided I'd kill 
them first and then do it to 
myself." She manages to 
cut only her father's throat 
before the Red Guards re- 
turn to imprison her not 
merely for murdering him, 
but for saving him from 
“just punishment." 

"Class struggle" was 
often a guise for personal 
vendetta, power-monger- 
ing and greed. It engendered a chaos that 
allowed secret depredations untrussed by 
even flimsy political pretexts to go unpun- 
ished. This was particularly evident in the 
case of rape. "They Who have Suffered 
Greatly,” a harrowing account of a man's 
attempt to prevent his sister's suicide after 





she was raped by a local official, present 
anecdotal evidence of the prevalence « 
rape, mainly of teenage girls, especially i 
those work brigades that were sent to th 
countryside to "learn from the peasants 
At least one cadre we 
executed for raping "do: 
ens of educated girls," bt 
many others went free - 
including the violator « 
his sister — because the 
stigma-dreading victin 
did not report them. 

The stories in Voices a: 
unburdenings — of i) 
tense anger, regret, sorro 
and horror — but the 
leave one with a sense th 
something has bee 
withheld. Among all tl 
objects of blame — t? 
opportunists, Red Guarc 
Gang of Four, etc. — V 
never find Mao or tl 
communist party, which, no doubt, h 
something to do with the fact that the CI 
nese Government had a hand in the pub 
cation of the book. This can only mean th 
rancour against them is still building u 
but we will have to wait longer to hear 
uttered. m Gopal Suk! 





Words of war 


In the Field: The Language of the Vietnam 
War by Linda Reinberg. Facts on File, New 
York. US$22.95. 


As a Vietnam War veteran, I wanted to 
like this glossary of GI (a "government 
issue" soldier) slang and other language 
associated with the war. But I also 
know enough about the military and the 
war to spot glaring errors — such as 
Bouncing Betties (anti-personnel mines) — 
throughout this book. It is a minefield, and 
Linda Reinberg is going to be on the re- 
ceiving end of some heavy flak (anti-air- 
craft shrapnel). 

The 6-mm mortar, for 
example, was used by nei- 
ther US nor North Viet- 
namese troops, as she sug- 
gests, because no such 
weapon exists. A 6-mm 
mortar round would be 
about the size of her little 





have been over a lot sooner, but with t 
same result. 

This may sound pedantic, but if t 
author must list every weapon ever us 
in Vietnam, she ought to get it right. Af 
all, most readers will be Vietnam War bu 
and middle-aged veterans looking for 
trip down memory lane. 

The book does trigger memories, bx 
bitter and sweet. The terms Gis used to 
sult Vietnamese — gook, dink, slope, sla 
chink — are all here and still make 1 
cringe. Could one expect more from 
army of 19-year-olds whose first close : 
counter with an Asian was of the assa! 
rifle kind? 

Further images: a Chinook helicor 
flying overhead with three dead LR 
(long-range reconne 
; sance patrol) dangli 
from the rope lade 
which had been drop} 
into a hot LZ (landing z 
under fire) to pull th 
out; two of my firing | 
tery's sergeants dying 
breakfast after a 122- 
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fter being hit with a shoulder-fired Law 
ight anti-tank weapon). 

Not all the ghosts scared up by this 
ook are so wrenching and ghoulish. Our 
vedic did his share of work as a penis ma- 
iinist, despite his best efforts to get our 
ven to carry condoms and a canteen of 
ot soapy water when on garbage detail. 
here were finer things out there at the 
arbage pit than mess scraps, but some 
ere far less healthy. 

We had piss tubes (artillery powder 
inisters stuck into the ground for use as 
rinals) and shitters (two- or four-holers 
‘ith a sawed-off oil drum under each hole, 
led with four inches of diesel fuel). Each 
orning the solid waste was burned off by 
GI who stirred it all up with a long 
imboo pole. If the wind was right, the 
ick black smoke sometimes drifted across 
ir fire base and through the mess hall 
reening, leaving a fine grey ash on our 
stant scrambled eggs. We called it 
»pper. It seems funnier now than it did 
en. 

There is also a comprehensive biblio- 
aphy of Vietnam War books and a less 
orough chronology of major events. 
hen the author updates this book, she 
ight to enlist the aid of a military spe- 
ilist with expertise in the weapons and 
nguage of all four services. It would keep 
: grunts from grunting over a book we all 
ant to enjoy. m Ashley Wright 





ast laughs 


llo Chok Tong, Goodbye Kuan Yew 
George Noris. Angsana Books, Singapore. 
9.90 (LIS$6.00). 

The only reason to review this cartoon 
ok of indifferent quality about Singapore 
to draw attention to the fact that a car- 
on book now exists about Singapore. 
This reviewer cannot recall a full-length 
‘toon book about Singapore politics be- 
; published in the past decade, and Sin- 
pore's newspapers seldom carry car- 
ms about domestic political figures. On 
' rare occasion when they do, they are 
t drawings to replace photographs and 
' not meant as caricatures. 

As Minister of Information and Arts 
orge Yeo said recently, "the Doonesbury 
proach" would be considered "very un- 
mly" in Singapore as “Eastern” societies 





Chok Tong as well as Lee 
Kuan Yew, the founder of 
modern Singapore, is 
something of a rarity. 

Pity then that it mostly 
fails to rise above schoolboy 
humour. But Singaporeans 
starved of cartoons have al- 
ready bought 25,000 copies, 
which makes it one of the 
all-time bestsellers in the 
country. 

Readers unfamiliar with 
Singapore will not only not 
find the book not funny but 
possibly incomprehensible, 
since it plays on many of 
the in-jokes about customs 
and mores peculiar to the 
place. They may also find it strange that 
the author apologises after every small 
joke. The book begins, with no traceable 
sense of irony, "Right at the outset, I want 
to say that Lee Kuan Yew is my favourite 
politician and, Confucius is my favourite 
philosopher." It ends with a picture of a 
big hammer squashing a fly, and the au- 
thor's wish: "I hope this does not happen 
to me." 

Such bowing and scraping may be 
politic, but it prevents the book from mak- 
ing a coherent statement or from being 
funny. 

Considering the context in which the 
book was written, however, it can be rec- 
ommended not so much for its intrinsic 
value but for its message about the con- 
straints under which cartoonists must ope- 
rate in Singapore, and also as a sign of 
change in the air. m N. Balakrishnan 





Old boy's tale 


Out East in the Malay Peninsula by Dr G. E. 
D. Lewis. Fajar Bakti, Petaling Jaya. M$16 
(LIS$5.80). 


Gerwyn E. D. Lewis' autobiography 
gives more than a peep into the schooling 
system that inculcated British values before 
Malaysia secured independence and na- 
tionalised the educational system. Lewis 
served for 25 years, including a sojourn as 
a Japanese prisoner-of-war (1942-45) and 
along the way helped produce a galaxy of 
Malaysian leaders. 

How did a Welshman, son of a farm- 
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controlled and in par 
educated, something criti« 
of imperialism tend t 
overlook in their search fc 
Machiavellian motives. 

Lewis' book shows thi 
everything and nothin 
has changed since hi 
time. One quarter of hi 
princely salary of 40 
Straits dollars went, a 
a bachelor, to his de 
mestic helpers — cool 
houseboy, driver, gardene! 
“water carrier” (wh 
cleaned out wc com 
modes), for he enjoyed 
lifestyle in Penang quit 
unimaginable in Wales 
though he does not say so. 

As a teacher of geography at the Penanį 
Free School and later headmaster o 
Victoria Institution he found that "th 
Chinese, Indian, Malay and Eurasian boy 
. .. had one failing and that was a ten 
dency to memorise facts without under 
standing them." He attributes this to "th 
good memories" of most Asian childrer 
but without tracing this talent to the rot 
learning methods adopted in the Islamis 
madrasah and the Chinese schools. 

Lewis wrote numerous geography 
texts, many of which had sales in the half 
million. His doctoral thesis conclusively 
showed that, while age for age, Chinese 
pupils were “undoubtedly superior to Ma: 
lay pupils in the early stages" of schooling 
"this superiority decreased with age so tha: 
there was no significant difference at 1€ 
years . . ." and thus laid the basis for ex: 
panding the Malaysian educational system 
In his concluding chapter he describes how 
he organised the pupils to resist gangs and 
secret society thugs who were encroaching 
on school grounds and young lives. One 
night, the night watchman awoke him at 
2 a.m. saying, “he had caught two . . . dan- 
gerous persons, a man and a woman, in 
the school car park . . . " The apprehended 
man, when questioned from Lewis' win- 
dow “to explain their presence in the 
school grounds so late at night . . . an- 
swered out of the darkness in perfect Eng- 
lish, ‘I am an Old Boy [of the Victoria Insti- 
tution], sir. I am very proud of my old 
school and I wanted to show it to my girl- 
friend." 

At the Kuala Lumpur railway station 
when Lewis "took leave of everybody" in 
September 1962. “there mist have heen a 
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Iyundai's founder takes on South Korean president 


The pric 





y Mark Clifford in Seoul - 


n the 30-year history of Korea Inc., 
there has never been a battle quite like 
it. Chung Ju Yung, the feisty founder 
of the giant Hyundai business group, 

as launched a frontal assault on President 

‘oh Tae Woo, setting up a political party 

) run against the ruling Democratic Lib- 

ral Party and lifting the lid on secret do- 

ations to the president. But, analysts 
vonder, what will be the price to Hyundai 

f Chung’s hubris? 

Hyundai, the country’s largest business 
roup with sales of US$50 billion, is highly 
»veraged. At end-1990, the latest period 
or which figures are available, total debt 
f Won 16.6 trillion (US$22 billion) towered 
iver net worth of Won 47 trillion. This 
2aves it vulnerable to any skittishness on 
he part of its lenders, and to any govern- 
nent measures that would crimp its cash 
low, such as construction affiliates being 
leprived of public-works contracts. 

With the political climate souring 
igainst Hyundai, lenders ranging from 
oreign banks to short-term finance houses 
ire becoming uneasy. The semi-official 
(onhap newsagency reported that the 
ompany's short-term lenders have down- 
waded its credit rating: monthly interest 
sts will rise from 1.8% to 2.5% as a result. 
ike most South Korean firms, Hyundai 
elies heavily on short-term borrowing in a 
redit market where government controls 
eave companies scraping for cash. 

Hyundai Motor, the country's largest 
'armaker and one of the core companies in 
he group, which is also locked in a bitter 
abour dispute, is finding that banks have 
suddenly become nervous about a pro- 
»osed US$100 million debt issue. The 
:ompany's finance director flew to Tokyo 
n mid-January to offer assurances to 
lapanese bankers, whom the company 
hopes will take most of the issue, that 
Chung's confrontational stance will not 
rebound on Hyundai. 

Chung’s entrance into politics "is no 





continued an abrasive, 
highly personal style of 
management that subordi- 
nates and analysts increas- 
ingly regarded as unsuit- 
able in a maturing society. 

A labour dispute at the 
Ulsan plant of Hyundai 
Motor, where the gates 
were closed on striking 
workers by the company 
on 16 January, has under- 
scored the company's poor 
record of industrial rela- 
tions, as well as squeezing 
cash flow at a time when it 
can ill-afford it. Longer 
term, the group has yet to 
demonstrate convincingly 
that it can move profitably into higher 
value-added, technology-intensive areas. 

For all its problems, Hyundai is prob- 
ably too big to be allowed to buckle, as that 
would create as many problems for the ad- 
ministration as it would solve. "I regard 
[Hyundai] as one of the five groups that is 
too big too fail," says the foreign banker. 
“If they go down the tubes, the country 
suffers irrevocably." 

That the question should even be posed 
is a measure of the concern at the rift be- 
tween Hyundai and the Roh administra- 


Epitome of the 
can-do spirit 





Chung: confrontation. 


If Chung Ju Yung were to use his newly 
formed Unification National Party as a 
springboard for a tilt at the presidency, it 
would be a suitably ambitious finale to 
the life and career of one of the most ex- 
traordinary men in modern Korea. 

Born in 1915, the son of a peasant 
from Kangwon province, in what is now 
North Korea, Chung left home as a 


e of pique 


tion. Hyundai executiv 
complain that governme 
wrath descended on tl 
group because it pr 
empted official attempts 
establish economic rel 
tions with North Kor 
and China. 

Chung visited Nor 
Korea in January 1989, t 
first southern busine 
leader to travel to tl 
North since the end of t 
Korean War. Last Jul 
Chung headed a deleg 
tion of 64 South Korea 
to China. On his return, 
skipped a briefing at t 
presidential Blue House 
snub that analysts in Seoul believe cot 
have prompted high-level reprisals. 

A tax investigation that was launch 
soon after Chung returned from China 
sulted in an official declaration late li 
year that the tycoon, his family and t 
Hyundai group were liable for Won 1 
billion in taxes and penalties. (The amot 
was later reduced to Won 131 billion.) « 
though Chung initially said that he wot 
refuse to pay the tax demand, he back 
off in the face of public scorn. 

To scotch rumours of political vind 


own rice shop. 

In 1946, the year after Korea was lil 
rated from the Japanese, Chung oper 
the Hyundai automobile-repair shop 
the Sodaemun district of Seoul. With 
brother Chung In Yung, who spc 
English, he parlayed his contacts with 
soldiers into lucrative construction c 
tracts with the US military comma 
and, later, the South Korean Governme 
(Chung In Yung now heads the He 
business group.) 

Chung Ju Yung’s Hyundai was one 
the most active South Korean firms 
Vietnam during the 1960s, when the 
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veness, the Blue House issued 
statement in which it denied 
ny involvement in the tax dis- 
ute. But tax investigations are 
ften used punitively in South 
rea, and the Blue House's 
isavowal was widely disbe- 
eved. 

Chung, à blunt individual in 
country where discretion is 
rized, does little to disguise 
is conviction that he knows 
ore about economic affairs 
yan the president. Once à per- 
onal favourite of former presi- 
ent Park Chung Hee, the Hy- 
ndai founder resents his lack 
f influence in a Blue House 
ominated by the so-called TK 
'aegu-Kyongbuk) faction, a 
gional grouping that has been 
nportant to Roh and to his 
redecessor, Chun Doo Hwan. 


Won m bition 
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their sheer size. 
pce group S paromance Hyundai has built itself in 


: the country's largest conglor 


erate largely because of i 
strength in heavy, labour-intei 
sive industries. Data obtaine 
by the REVIEW provide a rai 
snapshot of the group whic 
despite its immense size, h 
modest and erratic p 
record, with its financi 





times are good, as they are nov 
in shipbuilding, they are like] 
to be very good. 

Unlisted Hyundai Heav 
Industries has the world's bis 
gest shipyard, though it onl 
entered the industry in 197. 
with a half-completed drydoc 


The Hyundai patriarch's 
:velation at an 8 January news 
mference that he ladled out 
/on 5-10 billion to Roh in cash 
vice a year from 1988-90 was 

warning to the Blue House 
iat he was prepared to play 
ardball. Politicians in the rul- 
ig Democratic Liberal Party 
re worried that Chung might 
e about to reveal more secrets about the 
ymbiosis between business and politics. 

Commerce and government have 
‘orked closely during the economic 
shioning of South Korea: businessmen 
yoyed preferential loans, lucrative busi- 
2ss licences and other forms of special 
eatment in return for providing jobs, eco- 
omic growth and generous amounts of 
ish to the ruling party. This cosy arrange- 





ark's during the heroic eme aui 
ecades of the 1960s and 1970s. H 
instance, built the 430-km * 
usan expressway, connecting the capital 
ith the nation's largest port and second- 
rgest city. 

The project, which was built despite 
ie reservations of the World Bank and 
‘her international experts, galvanised 
‘onomic development after it opened in 
170. In a country which had few paved 
ads, the new highway made a huge 
ternal migration possible, as young 
en and women from the farms 
reamed to Seoul and Pusan for work in 
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ment has been under strain since Park was 
assassinated in 1979. 

The economic policy of Park's succes- 
sor, Chun, was run by free-market techno- 
crats keen to liberalise the economy. Com- 
panies lost privileges and were left to suc- 
ceed or fail on their own. Paradoxically, 
this has made the chaebol in particular far 
more powerful and assertive during the 
past decade, if for no other reason than 


tracts during the 1970s, helping South 
Korea earn back some of the money it 
was spending on oil. 

Chung's sort of can-do spirit now 
seems oddly out of place in a country 
which is more interested in hi-tech indus- 
tries than metal bashing, and he is clearly 
— at not being treated with the 

e 


thinks he deserves by Roh Tae 
Wo 
If Chung's Unification National Party 


can win 20 seats in the legislative Na- 
tional Assembly elections, it would have 
the status of an official negotiating fac- 
tion. That might embolden Chung to run 
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in Ulsan. The shipbuilding uni 
according to local estimate 
made a profit of Won 200-25 
billion in 1991. That is almo: 
as much as the entire Hyundi 
group made in 1990, 

Hyundai Motor, one of th 
group's most important unit 
posted estimated earnings la: 
year of Won 45-50 billion o 
turnover of Won 5.8 trillion. The company 
in which Mitsubishi of Japan has a 12.6‘ 
stake, has half the domestic passenger ce 
market and almost as much of the con 
mercial vehicle market. 

Despite its unsettled labour relatior 
and a mixed reputation for quality, whic 
if not rectified could cost it dearly as th 
global vehicle market consolidates, Hyux 
dai Motor looks to be well-positioned fc 
what is likely to be a tough decade in th 
automobile industry. 

But Hyundai has yet to show it ca 
carve out profitable niches in higher value 
added sectors, despite heavy spending i 
fields as diverse as semiconductors am 
precision machinery. To its credit, Hyur 
dai's management is committed to makin 
the massive investments necessary if th 
company is to break out of its low-en 
export markets. But finding the capital fc 
these projects will be a continuing cha 
lenge, given the chaebol's reputation fc 
labour strife and given the intensifyin 
controversy surrounding Chung Ju Young 

With Chung now distracted by his pet 
sonal and political campaigns, it remain 











apan's EIE buys control of hotels group 


athony Rowley in Tokyo 


:t first glance, Japanese conglomer- 
pte EIE International's offer to pay 
T '$$95 million for an additional 65% 
f Ke mit International Hotels (RIH) sug- 
ests.a "pboenix-like re-emergence for the 
eavily indebted company. In reality, it is 
case of force majeure. 

Entrepreneur Harunori Takahashi vir- 

1ally ceded the running of the cash- 
rapped EIE empire to bankers about a 
ear ago. By putting up the money for the 
dditional holding, which will give EIE 95% 
f the Hongkong-based Regent group, the 
nders are looking after their own finan- 
al interests. 
. RIH has a contract to manage the Regent 
lotel in New York, which the Japanese 
ompany is committed to build, as well as 
otels under construction in Milan and 
ali, and extensively renovated establish- 
rents in Sydney and Fiji. EIE's "bricks and 
vortar” exposure to these developments is 
bout US$2 billion, and its bankers "do not 
rant someone else calling the shots in the 
lanagement company," according to a 
gurce within EIE. 

xuEs deal with the Regent group, which 
ras signed on 15 January for completion 
rithin 30 days, is a pre-emptive option of 
rst refusal and is thus on identical terms 


Bankers as regents 


to a previous offer made by Hongkong’s 
Wharf Holdings. It capitalises RIH at 
US$146 million. The Japanese firm will al- 
most certainly take full control of RIH by 
buying the outstanding 5% of shares 
owned by Hongkong Bank. 

RIH was founded by chairman and chief 
executive Robert H. Burns along with 
publisher Adriaan Zecha and hotelier 
George Raphael; Zecha and Raphael later 
sold out to Takahashi. It has real-estate 


| interests as well as management contracts, 


with a 2596 stake in the Regent Hotel in 

Hongkong and a small holding in the Re- 

gent Beverley Wilshire in California. 
Sources close to EIE admit that the s 


being paid to.assume control of RIH is ' 


bit aggressive in today's market." But 
when Wharf appeared as a bidder, the 
Japanese company and its bankers feared 
that the collateral value of ElE's Regent 
properties could "go into a tailspin if we 
lost control of the management company," 
according to the EIE source. - 

Finance for the deal will come from a 
group of Japanese lenders led by EIE's main 
bank, Long-Term Credit Bank (LTCB), plus 
another long-term credit bank, Nippon 
Credit Bank, along with city bank Mitsui 
and trust banks Mitsubishi and Sumitomo. 

When EIE's troubles came to light a year 
ago (REVIEW, 24 Jan. '91), the unlisted 


company's debts stood at around Y500 bi 
lion (US$4 billion), with at least ¥200 b: 
lion being owed to LTCB. Since then, ban] 
have poured in what insiders call “aw 
some” amounts of money to keep the con 
pany afloat. 

A planned programme of disposa 
from a property portfolio estimated to 1 
worth Y700 billion has yielded few result 
apart from the sale of the Hyatt Regen 
hotel on the Pacific island of Saipan. 

EIE’s bankers took effective control 
the highly leveraged company after a cas 
flow crunch triggered by rising intere 
rates in Japan. EIE's unconventional own. 
and chief executive Takahashi has not c 
existed happily with his fellow directo 
appointed from the banks. Takahashi hi 
often complained that bankers do not u: 
derstand the hotel and leisure business n 
its need for long-term investments. 

Interest rates are declining again in J 
pan, bringing the promise of some relief 
the embattled Takahashi and his firm. B: 
to realise cash, he may try to float Rege 
International as a listed subsidiary whe 
market conditions permit. 

In the meantime, many of EIE's cor 
mercial buildings in the Asia-Pacific regio 
the US and Europe will probably rema 
up for sale, though in today's depresse 
markets they are unlikely to realise pric 
that appeal to the firm's bankers. 

Takahashi has been determined to ho 
on to prominent real estate, such as tl 
Regent and Hyatt hotels in which he h 
stakes. His aides say there is a logic in tl 
vertical integration between these and EIE 
other leisure interests, which range fro 
stakes in Pacific airlines and cruise lines 
golf courses and holiday homes. 
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Costly alliance 


Top-level political backing for long- 
< mooted plans by Saudi Arabian Oil Co. 
© (Saudi Aramco) to invest in Japan's oil- 
: refining sector appears to have tipped 
= the balance in favour of the project being 
<- realised. But questions remain whether 
;-the high cost of refinery building in Ja- 
pan will ever permit profitable operation 
= of the proposed joint-venture refineries. 


be three Japanese companies — Nippon 
Oil, Nippon Mining and Arabian Oil — 
and possibly Caltex Petroleum of the US. 
A Nippon Oil official in Tokyo says the 
final equity arrangements would require 
further discussion among the parties but 
that Saudi Aramco was to have a 50% 
share. 

Plans call for the construction of a 
150,000 barrel-per-day (bpd) refinery on 
land belonging to Nippon Oil in Kuda- 


into the joint venture with Aramco as 
well. 

The.outline of the proposed deal 
closely matches long-standing Saudi and 
Japanese objectives. In the former case, 
this means securing guaranteed access to 
the biggest market in the world's most 
rapidly developing region. For the Ja- 
panese, who depend on crude-oil im- 
ports, the Saudi link would help guar- 
antee supplies in an uncertain world. 

But doubts persist, even within Saudi 
Aramco. A company representative in 
Tokyo calls the proposed US$3.6 billion 
price tag for the new Kudamatsu refinery 
"extraordinarily high by international 
standards." In fact, a refinery of that size 












JS and China narrowly avert trade war 








y Lincoin Kaye in Peking and 
usumu Awanohara in Washington 


n their six-month game of chicken 
[ concerning patent and copyright pro- 

tection, the US and China narrowly 
scaped a head-on crash at the last mo- 
nent. Now, to save face, each side is saying 
ne other flinched first. Yet at the same 
me, US and Chinese officials are con- 
ratulating each other on their flexibility in 
he hope that further trade rows can be 
verted. 

Just hours before the 16 January dead- 
ne, Peking agreed to grant computer 
oftware the same copyright protection as 
terary works and to accord chemical pat- 
nts to products, rather than manufactur- 
1g processes. If the intellectual property 
ights (IPR) talks had failed, Washington — 
inder Section 301 of US trade law — 
vould have imposed retaliatory duties on 
J5$450 billion worth of Chinese imports. 

Negotiators on both sides hailed the 
greement as a testimonial to what can be 
ccomplished by compromise rather than 
onfrontation. The Bush administration 
hares Peking's hope that Congress will 
onstrue the settlement as the sort of sub- 
tantial concession required to retain un- 
onditionally China's most favoured nation 
rading status when it comes up again for 
vote in May or June. 

President George Bush was so eager for 
'R concessions, according to well-placed 
ources, that he baited the hook with an 
ffer to meet Chinese Premier Li Peng after 
Ye men attend the 31 January UN Security 
‘ouncil summit in New York. Such a 
1eeting implicitly completes Peking's 
iplomatic rehabilitation after its bloody 
uppression of the pro-democracy move- 
yent in 1989, 

But for Bush, the political risks of hob- 
obbing with Li are outweighed by the 
‘ade gains in the face of mounting criti- 
ism of his economic policies. To cover the 
ush administration's back politically, US 
rade Representative Carla Hills cited en- 
orsements of the new accord by the IPR 
bby and pharmaceuticals industry. 





Down to the wire 


the complimentarity of the US and Chinese 
economies. To meet its growing foreign- 
exchange needs, technology-hungry China 
must rapidly increase exports. Its stock in 
trade for years to come will be low-cost, 
labour-intensive light-industrial goods. 

In the 1970s and early 1980s, as its 
economy was starting to open up, China 
could still keep its trade deficit from getting 
too far out of hand with exports concen- 
trated in traditional Asian and Third World 
destinations. But when expected oil rev- 
enues failed to materialise to fund expan- 
sion, China had no choice but to redirect 
its export drive towards industrialised 
countries. 

The US headed the list in terms of ex- 
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port expansion. Although both Japan and 
the EC still loom larger on Peking's trade 
horizon in absolute terms, the US is grow- 
ing fastest as a major destination for Chi- 
nese exports. Peking says it had a trade 





duct's country of origin. ! 

From 1988-90, the US share of Chine 
exports grew to 20% from 7% by Pekin; 
calculation. Washington puts it at 32%, 
US$15.2 billion, for 1990. By that reckonir 
China is in a league with Taiwan ai 
South Korea from the standpoint of c 
pendence upon US sales. 

Aware of its peril, Peking is keen to 
versify trade, Foreign Economic Relafto 
and Trade Minister Li Langing admi”: fi 
a news conference in Peking in the y € bu 
the IPR agreement. But the proces such 
take up to 10 years, he added. “Ming ^ 
market is as liquid as the US anti.ut t 
same time as undemanding ir terms 


quality," a European diplomat said. 


To make a start on diversification, t 
Ministry of Light Industries announce 
that it would shift its export focus to su: 
neighbouring countries as Vietnam, Ind 
and the former Soviet Union. To this en 
the ministry urged stepped-up productie 
in inland provinces. It also called for Ch 
nese investment in offshore plants in Lat 
America and the Middle East, presumab 
with an eye to satisfying value-added r 
quirements to beat European and US ir 
port quotas. 

The ministry's exhortation echoed tl 
contention by opponents of sanctions th 
US trade retaliation could only come at t! 
expense of southern China and Hongkon 
Washington's natural political and trac 
allies. Yet at a recent light-industries trac 
fair in Peking, many manufacturers fro. 
southern China seemed unfazed. 

If sanctions come, a leather-gooc 
maker said, "our Korean and Taiwane 
joint-venture partners will just have to tal 
up more of our output." So will the d: 
mestic market, added a Shanghai sportin; 
goods manufacturer. “This show is suj 
posed to be for trade only,” he said, "but 
has been packed all week with ordinar 
city folks eager to buy our stuff, even 
these prices [more than twice the local co 
of sporting goods]. People here are pr 
pared to pay for quality." 

Economists suspect that Chine: 
spending power is far higher than woul 
be inferred either from the sluggish sak 
of shabby government-enterprise me 
chandise or from official GNP statistics. 
report by the US CIA offers a spectrum « 
GNP estimates for China based on varios 
exchange-rate and purchasing power-pa 
ity assumptions. The highest of them pu 
1989 per-capita GNP at nearly US$2,00: 
almost eight times the official level. « 


IUSINESS AFFAIRS 


ately urges more receptivity to Peking's 
iosition in the forthcoming Gatt round in 
ebruary. After all, he says, it claims no 
yore infant-industry protection than do 
ther Gatt countries at similar stages of 
levelopment. This may be so, counters 
Iniversity of Washington professor 
licholas Lardy, but such arguments lose 
orce in the light of China's swelling trade 
urpluses. 

Besides, Gatt experts argue, standards 
re stricter for applicants on the outside 
vanting in than they are for sitting mem- 
ers of the body. “Gatt is a carrot that we 
an offer only once,” a Western diplomat 
n Peking says. “It’s likelier to come at the 
nd of our trade wrangles with China than 
t the beginning.” 

The diplomat points out that it might be 
imely this year to apply the “stick” of con- 
idering Gatt membership for Peking’s 
rch-rival, Taiwan, a markedly more ma- 
ure trading partner with far more financial 
everage in the West. Not that China is 
vithout clout of its own in the US. When 
he prospect of 301 sanctions loomed, China 
ət it be known that it had a hit list of US$1.2 
'illion worth of US products ready for trade 
etaliation. 

Prominent losers, if push had come to 


Uneasy 
peace 


China may not be out of the woods yet, 
but participants in the latest US-China 
. talks on intellectual property rights (IPR) 
hope that the worst may be over. Still, 
. plenty of potential flashpoints remain as 
a result of President George Bush's mid- 
1991 mandate to administration agencies 
to hunt down Chinese trade infractions. 
Bush reasons that sanctions against 
specific infractions would do less dam- 
age to overall US-China relations than a 
blanket and drastic import-tariff increase 
resulting from a revocation of most fa- 
voured nation status. But observers have 
_ been taken aback by the zeal with which 
US officials have stalked their Chinese 
quarries. 
. Apart from dealing with IPR viola- 
tions, the office of the US Trade Repre- 
. sentative (USTR) has led a fight to remove 
such Chinese market barriers as quanti- 
tative restrictions, import licences, undue 
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shove, would have been such influential 
US companies as Boeing and International 
Business Machines, whose non-US com- 
petitors stand ready and able to leap into 
the breach. 

A Western official in Peking doubts, 
though, that the Chinese Government 
could follow through too far on such 
threats in hi-tech fields. Japanese suppliers 
or co-investors are stingy about technology 
transfer, he says, and "Peking is too smart 


before presidential elections. If China 
fails to satisfy US concerns by then, it 
could face retaliatory sanctions anew. 

Meanwhile, the US Customs Service 
has raided importers of Chinese textiles 
across the US suspected of being in- 
volved in the fraudulent trans-shipment 
or mislabelling of Chinese products to 
circumvent US quotas. Between October 
and early December 1991, the service 
also issued seven orders to stop the im- 
port of Chinese products allegedly made 
by prison labour — a cause celebre of 
Congress, human-rights groups and the 
media. 

The US Treasury told Congress in its 
last two semi-annual reports on world- 
wide exchange-rate policies that China's 
currency controls distorted the allocation 
of foreign exchange (though the reports 
admitted that this did not constitute sys- 
tematic exchange-rate manipulation 
“within the meaning of the law"). 

At a recent news conference in Pe- 
king, Chinese Trade Minister Li Lanqing 
pledged without giving any specifics that 
China would soon rationalise its two-tier 
currency system. That presumably 


to concede that much monopoly power 
Airbus [Boeing's European rival]." Besid: 
Chinese counter-sanctions could trigger 
further escalation — to Peking’s ultima 
detriment. 

US trade-war victories would be just 
Pyrrhic, Lardy warns. Jobs would be k 
not just in the ranks of the Chinese su 
pliers, but also in the US companies offi 
ing them such services as design, distrik 
tion or retailing. 

Some multinational companies mig 
mute the impact by re-directing Chine 
supplies to non-US markets and sourci 
their US stocks elsewhere. But the ultimé 
effect is still bound to be higher US cc 
sumer prices at the margin. 

Even more difficult to project than t 
cost of the narrowly averted sanctio! 
according to the Chinese Governme 
economist, is the cost to China of accedi 
to Washington’s IPR demands, “It’s not 
though we'll suddenly have to wr 
America a cheque for US$450 millio» 
he points out. “That figure of theirs 
wildly overstated. But we'll be payi 
costs like medicines foregone for si 
children because we can no longer affo 
them. How do you assign a number 
that?" 


out the circus of bilateral trade negotia- 
tions: a handful of US Commerce De- 
partment dumping allegations and a 
Federal Maritime Commission investi- 
gation into complaints that US shipping 
companies are denied equal access to 
US-China trade. Recent Chinese conces- 
sions on shipping coinciding with the IPR 
agreement, however, may reduce 
frictions in this area. 

A Western diplomat in Peking finds 
that the US often winds up "forcing open 
the door, only to watch other countries 
go marching in." But a commercial 
counsellor at a European embassy in 
Peking finds the panoply of US trade 
actions “marvellous; so specific, so time- 
bound, so effective. A far cry from what 
[EC Vice-President Frans] Andriessen 
announced on his October visit here 
about Europe never taking any ‘unilat- 
eral action' against China. Why just hand 
over your leverage like that?" 

Now that post-Peking massacre 
sanctions are fading, the counsellor adds, 
China is "returning to its old pre-1989 
arrogance. You see it in things like their 
insistence on concessionary import cre- 
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longkong Bank rallies after overseas misadventures 


liatus in history 


y Michael Taylor in Hongkong 
fter several disastrous forays out- 





side its main Asian base, Hongkong 

and Shanghai Banking Corp. (HSBC) 
»pears to have recovered its managerial 
mfidence and bottom-line discipline. 
wnings for 1991 could be double those 
r the previous year, a scalpel has been 
ken to the worst tumours on the corpo- 
te body and huge capital projects in 
ongkong promise a fat slice of the action 
r the Bank. 

But the near-completion of the Bank's 
stly struggle to control its empire leaves 
facing a second, equally challenging 
'ase if it is to enter the 21st century as a 
obal financial institution rather than a 
lonial curiosity. The task is to complete 
e group's international diversification, 
hile steering the lucrative Hongkong 
'eration through to (and beyond) the 
97 reversion of the territory to Peking 
ntrol. 

Analysts are forecasting that the Bank's 
9] results, which will be released in 
arch, will show a dramatic recovery in 
ofits, with estimates reaching as high as 
K$6.5 billion (US$930 million). By con- 
ist, a 35% drop in earnings in 1990, to 
<$3.09 billion, broke a 20-year record of 
Yoothly rising profits and growth in 
rnings per share. Net interim profits for 
91 rose 22% to HK$1.86 billion against 
? year-earlier period. 

The annual report also looks likely to be 
e of the last to be presented by the cur- 
it chairman William Purves. In Decem- 
r, Purves announced that finance direc- 
* John Gray had been appointed to the 
wly created position of chief executive 
Hongkong Bank, the main subsidiary of 
> new London-based HSBC Holdings. 
ay now chairs almost all the executive 
mmittees, leaving Purves free to con- 
trate on "strategy" for HSBC Holdings, 
well as on his numerous civic duties. 

Purves, who became chairman in De- 
nber 1986, will possibly be remembered 

the man who struggled, largely suc- 
isfully, to control the legacy of his pre- 


been a closely guarded secret, but they also 
appear to have been used to buy assets 
from loss-making subsidiaries which may, 
or may not, be worth anything. However, 
the Bank will only be allowed to keep its 
reserves a secret for another two years; EC 
regulations will require full disclosure in 
the 1993 annual report. 

The suspicion that the Bank's reserves 
may have been seriously depleted is 
aroused by 199]'s sell-down to 10% of a 
long-held stake in Cathay Pacific Airways. 
In April 1991, the Bank sold a 2.8% stake to 
Hysan Development for HK$686 million, 
then in December it placed a further 3.78% 
stake through brokers James Capel, raising 
HK$1.03 billion. 
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Speculation about the current size of the 
inner reserves, and the damage inflicted on 
them by the overseas subsidiaries, tends to 
disguise the Bank's extraordinary strength 
in Hongkong and Asia generally. Not only 
does it remain one of the world's largest 
banks, but with a 1990 capital ratio of 6.47 
— which includes only disclosed capital — 
it looks stronger than its US and Japanese 
competitors. 

The bank certainly has formidable ad- 
vantages: a dominant banking, position in 
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Although the Bank does not disclos 
how much money it makes from Hong 
kong, analysts conservatively put the 196 
figure at HK$4-4.5 billion. These calcul; 
tions take no account of the money earne 
by its clearing operations, which produce 
profit on every cheque cleared, nor of th 
bank's ability to play a currency and ir 
terest-rate market which it has considerabl 
power to influence. 

Hongkong earnings for 1991 will prot 
ably be sharply higher than for the prev: 
ous year. Throughout the industry, Hong 
kong-dollar deposits grew by 16.3% las 
year, while Hongkong dollar lending grev 
by 18.5%. The Bank is likely to have out 
performed the market on both count: 
particularly on the lending side. Th 
Hongkong Bank and its 61.5%-ownes 
subsidiary Hang Seng Bank are the domi 
nant providers of home mortgages, whic! 
rose at a rate of around 40% in 1991. 

The great Hongkong cash machine i 
being thrown into overdrive by the enor 
mous infrastructure projects centring o) 
the territory's new airport. Not only wil 
these projects have to be financed but the! 
will also have to be funded partially fron 
the profits of associated property develop 
ment, which will itself create additiona 
capital requirements. 

Much of this new lending will be is 
Hongkong dollars, and the Bank's deposi 
base will provide it not merely with as 
unrivalled pool of cheap Hongkong-dolla 
funds, but will also give it unique protec 
tion against currency movements. If the 
projects can be accomplished without trig, 
gering a property glut, the five years t 
1997 should be the most profitable vet fo. 
the Hongkong operation. 

The efficiency and competence witl 
which the Bank's senior executive corp: 
administers its franchise in Hongkong anc 
Asia contrasts strikingly with its 
cackhandedness elsewhere. 

The Bank under Sandberg and Purve: 
has pursued virtually every possible di 
versification route. While ventures in the 
US, Britain and Australia released ¢ 
number of well-publicised viruses into the 
accounts, the Bank stuck to its traditiona 
strengths in Asia, establishing itself a: 
banking's camp-follower to the army o! 
Hongkong entrepreneurs. 

The most costly problems have resultec 
from its expansion into the US market vie 
Marine Midland Banks in New York state 
Since it took an initial 51.1% stake foi 
US$314 million in 1980 — it bought the 
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9 John Gray, US regulators were reluctant 
9 allow Hongkong managers to run an 
umerican bank. Right at the start, "it was 
aade fairly clear to us that although we 
vere going to acquire 51% of the bank, its 
aind and management was going to re- 
nain in the US,” Gray says. 

"There were certainly limitations on the 
iumber of foreign directors. The upshot 
vas that our involvement between 1980 
nd 1988 — the first year we had 100% — 
vas mainly through moral suasion. We 
tad hardly anybody there — a non-exe- 
utive director, and nobody in the execu- 
ive stream. [Towards the end of 1990] for 
he first time, US regulators told us they no 
onger had any sensitivities about us 
'arachuting HK Bank management into 
he bank." 

The Bank's responsibilities for main- 
aining a sufficient level of capital for Ma- 
ine have been onerous. For example, of 
he US$736 million provision against least- 
leveloped country debt taken in 1987 by 
Aarine Midland, the share attributable to 
he Bank as 52% owner was taken into it 
nner reserves. And in 1990, the Bank gave 
| US$200 million ratio-preserving capital 
njection to Marine. 

Even these figures underestimate the 
ost of the Bank's ownership. To maintain 
in even keel, Marine has been shrinking its 
isset base rapidly, from USS27 billion in 
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likely successor to Hongkong Bank 
chairman W 
are bandied as the most likely contend- 


Selway-Swift and Marine Midland 
troubleshooter John Bond. Others may 
emerge as dark-horse candidates, but 
. nobody believes that an ethnic Chinese 
will be putting up his nameplate out- 
(8 de the chairman's office. 
$ The Bank's chairman wields great 
ower within the Bank and the territory 
at large . (Purves sits on the policymak- 
ing Executive Council, for instance.) 
d Nor does he need fear microscopic 
analysis of his performance or share- 
= holder disapproval. The Bank's 
. constitution allows it to operate in great 


; — speculation surfaces about the 
William Purves, two names- 


ers; Hongkong general manager Paul 





1987 to USSI7 billion today, 
marginally less than when 
the Bank first became 
involved in 1980. Marine 
jettisoned some of these 
assets by the simple 
expedient of selling them to 
its parent. In 1990, the Bank 
bought just over US$900 
million of Marine's assets. 

Even after it was taken 
over fully by the Bank in 
1987, Marine retained a 
lending culture that would 
have been anathema to its 
Hongkong operation: in 
1988-9 its loan-to-deposit 
ratio reached 125% and 
119%, with the shortfall made up from the 
interbank markets. Hongkong Bank, by 
contrast, lends out only 40-50% of its de- 
posit base. 

The wholesale transfer of the Hongkong 
Bank culture began in 1990, with the chief 
operating officer, head of credit, head of 
human resources and head of internal au- 
dit all being parachuted in by the Bank. 
Finally, in the summer of 1991, they were 
joined by John Bond as chief executive. 
Staff numbers were cut by 16% in 1990, 
and a further 400 lay-offs were made in 
1991, 

Despite the massive asset sales to 


of the grou $ operations. Both have 
served the throughout Asia, but 


Bond is seen as having perhaps more 
experience outside the region. 

. The exclusionary nature of the 
Bank's distinctively British corporate 


culture — an all-embracing blend of pa- 


ternalism and school-tie esprit de corps 
— begins to look uncomfortably 
ana tic for an institution which 
hopes to maintain its central role in the 
territory's civil and financial life under 
post-1997 Chinese rule. Not a single 
ethnic Chinese has executive responsi- 
bility on the Hongkong Bank board. 

_ Chief executive Gray says he would 
like to see many more in senior 
management. But as he admits, the 
Bank's efforts to nurture Chinese man- 
agement talent were systematically in- 
troduced only after an overhaul of the 
Bank's man-management policies in 
1977. "We didn't have sufficient fore- 
sight 25 years ago. Our recruiting and 
career development initiative didn't re- 





Gray: struggle. 


Hongkong Bank, the wri 
offs, retrenchments at 
cost-reductions, it is t 
early to count Marine c 
of the woods. During t 
first nine months of 19 
losses amounted to USS1 
million. "The bank was 
serious trouble six mont 
ago. It has improved cc 
siderably, but it still F 
problems until the [L 
economy moves arounc 
Gray says. 

The Bank's misadve 
tures in Australia we 
largely the result 
kickstarting a corpore 
and trade banking operation from a mv 
chant banking base. Imprudently, it tied 
fortunes to the hollow, debt-driven drea 
of entrepreneurs such as Alan Bond a 
Christopher Skase. 

Early modest profits were ow« 
whelmed by losses of A$81 million in 19! 
and A$273 million in 1990. But the loc 
loss provisions give a clearer picture: di 
ing 1989-90, provisions and write-offs 
talled A$444 million, out of a loan be 
that at the beginning of 1989 had totall 
just over A$1 billion. 

But once again, these figures undere 
mate the damage, since, for example, so! 
of the loans to Alan Bond, which are ! 
lieved to have peaked at around US$1 I 
lion, were booked through the Hongko 
and Singapore operations. In a famil 
pattern, the Bank’s inner reserves ha 
soaked up the punishment while n: 
management has cut staffing by 22% a 
is trying to focus on a “core business’ 
has never really discovered. 

The Australian unit is now said to 
making a “working profit,” but more p 
visions, declared or hidden, are likely 
have been taken in 1991. 

It is in Europe, and specifically Brite 
that the Bank’s diversification efforts hé 
been most inconclusive. When the Be 
paid about HK$4.9 billion for 14.9% 
British clearer Midland Bank, it was w 
ten into the deal that the stake could 
raised to 30% in 1990 or after, pending ! 
merger. "[Midland] had problems, and 
some extent those problems could 
solved by capital," says Gray. "And 
were perceived as a bank with excess cc 
tal." 

However, after Midland was afflic 
by a series of disasters, the plam 
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apan paves the way for renewed aid to Vietnam 


all to alms 


/ Murray Hiebert in Hanoi and 
»uise do Rosario in Tokyo 


Japanese delegation that visited 
A Vietnam in mid-January prepared 

the groundwork for the resumption 
Japanese assistance to the country, prob- 
ily before year-end. Hanoi hopes the aid, 
ispended 14 years ago following Viet- 
im's invasion of Cambodia, will revive 
| economy struggling to recover from the 
3s of assistance from the former Soviet 
nion and from years of stagnation caused 
' mismanagement and a US-led aid em- 
rgo. 

The resumption of Japanese aid is also 
pected to lead to a sharp increase in in- 
stment by Japanese companies. Even 
ough they have sharply increased their 
ide with Vietnam in recent years, Japan- 
e companies have remained reluctant to 
vest because of fear about angering the 
5, Japan's most important trading part- 
r, and uncertainty about Vietnam's eco- 
mic prospects. 

Vietnamese officials say Tokyo has in- 
cated that it will resume aid through its 
ficial Development Agency (ODA) 
ound September, apparently to allow 
ore time for the US to improve ties with 
etnam. Washington has begun talks with 
inoi on the normalisation of relations, 
t US officials have insisted that economic 
actions will remain in place until Viet- 
m has helped implement a Cambodian 
ace treaty and has resolved satisfactorily 
> question of US servicemen missing in 
> Vietnam War. 

Vietnamese officials say most of their 
ks with the nine-person Japanese aid 
legation — which included representa- 
es from the ministries of Foreign Affairs, 
ance, and Trade and Industry — fo- 
sed on the development of Vietnam's 
ckward infrastructure, particularly its 
ids, airports, ports, hydroelectric power 
d telecommunications network. The 
intry's potential development in off- 
"re oil, tourism and agriculture was also 
cussed. 

Despite Vietnam's urgent need for 


which can be used for the purchase of es- 
sential imports such as industrial materials 
and machinery. In contrast, Japan's aid for 
infrastructure projects takes a long time to 
process, and it requires the recipient to put 
up some money. 

"We consider ODA as pre-investment 
[assistance], paving the way for private 
investors to come," says Bui Xuan Nhat, 
director of the Foreign Ministry's Economic 
Cooperation Department, which hosted the 
Japanese aid delegation. "The best way to 
pave the way is by developing the infra- 
structure, which is now still so weak." 

In November, Keidanren, Japan's top 


Growing imbalance 


Japan's: 


E Exports 
Bl imports 


business organisation, sent to Hanoi a 
delegation headed by a top executive at 
trading company Nissho Iwai. The delega- 
tion concluded that while the potential of 
Vietnam is vast, its infrastructure has to be 
improved first. 

No details have emerged concerning the 
aid levels being considered by Tokyo or 
the amounts of aid requested by Hanoi. 
"We didn't openly express a wish for much 
aid," a Vietnamese official says. “We feared 
weakening our position in bargaining with 
the Japanese." Japan had promised aid and 
loans valued at Y14 billion (US$113 million) 
for 1979, but this funding was frozen fol- 
lowing Vietnam's invasion of Cambodia 





ing interest payments. 

Some of Vietnam's debt includes cred 
amounting to about Y20 billion provide 
to the US-backed Saigon government bx 
fore its defeat by the communists in 197! 
Another Y10 billion came from credit e 
tended to Hanoi before the invasion « 
Cambodia. 

With Hanoi's acute shortage of foreig 
exchange, Tokyo can either cancel the det 
or reschedule it. A Ministry of Foreign A. 
fairs official says Japan has awarded debi 
relief grants to some countries, but say 
some technical hurdles would have to b 
overcome in Vietnam's case. 

Vietnam would also need to provide 
bridge loan that would cover the entir 
debt before a grant — which is usuall 
slightly larger than the loan — could b 
given. Analysts say Japanese commercia 
banks may be willing to come up with th 
bridge loan. 

A rescheduling of the debt is possible 
but this would not be an easy endeavour 
as it would require the approval of othe 
official creditors. Vietnam has already ex 
pressed its willingness to pay off the deb 
in a 10-year period. 

Meanwhile, Japan has become Viet 
nam's second-most important trading 
partner after Singapore, largely because o 
Japanese imports of Vietnamese crude oil 
Japanese imports totalled US$511.7 millior 
in the first nine months of 1991, nearly 
equal to the ¥84.9 billion for all of 1990 
Japan's exports to Vietnam in the first nine 
months of 1991 reached US$145.6 mil 
lion, compared with Y31.2 billion in all o 
1990. 

But Japanese companies have disap 
pointed Hanoi by their lack of investmen 
interest in Vietnam since a liberal foreign: 
investment law was passed four years ago 
Major Japanese companies, which have 
fallen far behind companies from Taiwar 
and Hongkong, have been reluctant to in- 
vest either out of respect for the US em 
bargo or uncertainty about Vietnam's eco- 
nomic climate. 

After a resumption of aid from Japan 
however, large Japanese companies are 
expected to drop much of their cautior 
towards Vietnam. "The aid delegation is 
very significant," the Hanoi representative 
of a Japanese trading company says. "The 
major part of our business [in Vietnam] 
will be ODA-related. We're preparing for 
many projects utilising soft loans as well as 
grants." 

All nine maior lananese tradino rom- 


=) uFi -e 


USINESS AFFAIRS 





991, up from 1,150 a year earlier. 

Some Japanese companies have already 
egun positioning themselves for the 
esumption of Japanese aid as well as 
issistance from the Asian Development 
3ank (ADB) and the World Bank, which 
ire blocked by the US from providing 
tid. Sun Consulting, in joint ventures with 
imall Japanese supermarket chains, has 
et up 11 food-processing ventures for 
he export of fresh food to Japan. Izumi, 
inother Japanese supermarket chain, has 
iso moved a small part of its food 
iourcing to Vietnam from Thailand. 

Japan's electronics sector is also eyeing 
ncreased investment in Vietnam. In 1991, 
Victor Co. of the Matsushita group set up 
in assembly plant to produce 1.2 million 
olour TVs annually. Victor, which has won 
ibout 70% of Vietnam's TV market, has 10 
service centres in the country as support 
or the estimated 400,000 Tvs it has sold 
there. 

[n addition, five Japanese companies — 
Sumitomo Corp., Mitsui & Co., Marubeni 
Corp., Nissho Iwai Corp. and Japan Ex- 
ploration Co. — are expected to submit 
vids in February to develop the Dai Hung 
zil field off Vietnam's southern coast. Four 
other Japanese companies — Nissho Iwai 
Corp., Japan Petroleum Exploration Corp., 
Nippon Mining Co. and Tomen Corp. — 
are bidding to build Vietnam’s first oil re- 
finery near the southern port city of Vung 
Tau that will require financing from a bi- 
lateral donor or an international lending 
institution. 

Vietnamese officials have said they 
hope Japan will account for US$3 billion of 
the US$5.5 billion of foreign-investment 
target in the country’s five-year plan that 
will end in 1995. Without taking into ac- 
count any direct investment by Japanese 
companies, this would amount to US$600 
million a year of ODA aid, or about 30% of 
Japan's annual total ODA disbursements to 
Southeast Asia. 

The pace of Japan's ODA disbursements 
to Vietnam will ultimately depend on the 
US. “Washington has indicated that we can 
make some small steps,” a Japanese official 
says. 

Consequently, ODA loans are not ex- 
pected to reach a level much higher than 
those from multilateral donors such as the 
ADB and the World Bank. But continued 
change in Hanoi is helping to soften 
Washington's hard-line view towards the 
communist government. 

Vietnam's economic difficulties have 
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AUSTRALIA 


Recovery postponed 


n unexpected stagnation in eco- 
nomic growth and continuing 
high rates of unemployment are 
forcing Australia's Prime Minis- 
ter Paul Keating to examine ways of 
stimulating a decidedly sluggish recovery. 

Earlier Treasury Department forecasts 
of 1.5% real annual GDP growth for the 
fiscal year ending on 30 June have been 
revised to zero. The economy has been hit 
by increased imports, a contraction in busi- 
ness investment and inventories, and the 
impact of last year's drought. Farm pro- 
duction was down 16.1% in the quarter 
ended on 30 September over the year-ear- 
lier period. 

The Treasury also says unemployment 
will remain above 10% until June 1993, the 
latest point at which Keating can call a 
federal election. The unemployment rate 
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hit 10.6% in December and is expected to 
peak in 1992 at 10.75%. 

To keep job queues from lengthening 
any further, annual economic growth must 
rise to 3%. Keating is expected to announce 
measures to stimulate business investment, 
which slumped 2.3% in the quarter ended 
on 30 September compared with the year- 
earlier period. 

Keating is preparing an economic 
statement for release in February or March. 
His programme is likely to include tax 





in at A$4 billion (US$3.5 billion) for | 
current financial year, compared witl 
A$1.9 billion surplus a year earlier. Unl 
Canberra speeds up its privatisation p 
gramme or increases taxes, the deficit coi 
be significantly worse this year. 

Second, Keating received a shock 
early January when financial markets 
acted sharply to the easing of the offi« 
interest rate by one percentage point 
8.5%. As a result, the value of the Aust 
lian dollar against the greenback fell to 
US cents from 76 US cents in just two da 

The financial markets viewed the m« 
as a political exercise to appease critics w 
want something done about the d: 
queues. The fall in the currency could hi 
a positive spin-off, however, if it helps 
duce the high rate of imports. 

The current-account deficit hit a 
month high of nearly A$1.7 billion in ? 
vember, up from A$1.37 billion in Octo 
and a low A$600 million in August. W] 
the trend is alarming, Treasury forecast: 
a A$14 billion deficit for the year could : 
be achieved. 

Farm exports are the biggest woi 
Wool has been hit by a cut in sales to 
Confederation of Independent States ( 
former Soviet Union). Wheat also con 
ues to be hit by US agricultural subsic 
and delays in reaching a breakthroug! 
current Gatt talks. 

Mineral exports have provided sc 
relief, even though prices generally rer 
weak. Iron and aluminium both racked 
minor rises during 1991, but the big; 
gain came from coal. The largest coal 
porter, BHP Coal Australia, boosted anr 
shipments 18% in 1991, managing 
overcome a generally weaker pricing e 
ronment. 

The government had been hoping 
lower interest rates would turn around 
economy, which contracted 0.9% in 1* 
91. There have been signs of this occurr 
but there is no evidence of a clear up 

New motor-vehicle registrations v 
up 5.2% in November, while retail s 
have been climbing slowly since 
March. And anecdotal evidence sugg 
that retailers experienced a better Ch 







pan pat 'es way for more bank i mergers 


larriages of convenience 





' Anthony Rowley i in 1 Tokyo BEEN 


. apan's Ministry of Finance (MOF) is 
pushing through revisions to the na- 
tion's banking laws so that different 

oes of banking institutions can merge. 
e move appears to be aimed at prop- 
ig up ailing banks through consolida- 
n moves that cut costs. Profitability has 
clined sharply for nearly all types of 
zanese banks over the past couple of 
ars and, though a dozen banks have al- 
idy merged, many more cannot do so 
der the current law. 

The main types of commercial banks 

it exist under Japan's highly compart- 

mtalised financial system are free to 
rge with one another, though not with 
re specialised institutions such as long- 

m credit banks and trust banks. A bill 

rich the MOF expects to submit to parlia- 

mt in February would alter much of this 
repealing a law dating from 1968. The 

n would be to place it on the statute 

aks by early next year. 

The existing law was aimed at main- 

ning orderly competition in the banking 
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system and was put in place when Japan's 
financial markets were more highly regu- 
lated and less developed. 

The proposed changes can thus be seen 
as part of the ongoing process of financial 
liberalisation in Japan. But a more immedi- 
ate imperative is the need for various types 
of bank to cut costs in the light of increased 
competition and economic slowdown. 

Cost saving on items such as computers 
was a major factor behind the merger an- 
nounced last year of city banks Kyowa and 
Saitama and an earlier merger between 
Mitsui and Taiyo Kobe (soon to be re- 
named Sakura Bank). 

The 11 so-called city banks are the big- 
gest among Japan's commercial banks, 
though regional banks and shinkin banks 
are also commercial banks. Mergers are al- 
ready afoot among all of these categories, 
Tokai, a city bank, merged with Sanwa 
Shinkin Bank recently, while regional 
banks Kumamoto and Higo Family Bank 
also merged, as did San-In and Fuso banks. 

Conspicuously absent from the ranks of 
the merger candidates are Japan's three 
long-term credit banks: Industrial Bank of 
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McFood for the masses 


In the heart of what remains of the com- 
munist world, Marx and Mao are about 
to be muscled a bit further off stage by 
the big M of the capitalist world. 
McDonald's will open its first restaurant 
in Peking in the next few months, selling 
its proletarian hamburgers and french 
fries to the Chinese masses. 

Over the past three years, the Chi- 
cago-based company has 
sent its professional and 
technical cadres into the 
countryside to train Chinese 
comrades how to grow po- 
tatoes, rear cows and bake 
bread. This will ensure that 
the McDonald's hamburger 


nating the newly recruited local staff 
with the company ideology of selfless 
and friendly service. This is no easy task 
in a country which usually delivers ser- 
vice with a growl. 
But egalitarianism will be carried only 
so far. As an incentive to employees to 
maintain McDonald's high standards, 
their wages are better than average. And 





an — gren erm Credit Bar 
ippon Credit Bank. The first two o 
specialised long-term financing 
are thought to be among the most lik 
acquirers of other types of banks in | Japan 
once the rules are relaxed. 

The development of Japan's long-term 
capital markets — plus the fact that city 
banks will be able to take five-year depo 
sits as from early next year — has robbec 
the long-term credit banks of their tradi 
tional niche. This makes them more likely 
to be acquirers than takeover targets. 

Another specialised institution — th« 
Bank of Tokyo (BOT), Japan's only desig: 
nated foreign-exchange bank — will be frec 
to merge with other types of banks if the 
MOF's moves succeed. BOT may link ur 
with IB) or city bank Mitsubishi. EAE 

One attraction for the long-term credit 
banks in acquiring commercial bai 
their branch networks. Whereas the 
long-term banks have only 99 bra 
among them in Japan, the city, ban 
gether have 3,740, and the 64 main re 
banks 7,600. The 68 so-called second 
gional banks (mainly converted: 
banks) have a total of 4,737 branches. 

The city banks, too, are likely to « 
tinue mergers with regional banks in o 
to extend their own branch networks 
1991, according to the Federation of B. 
ers Associations of Japan, deposits. i 
11 city banks declined by 6%, the firs 
fall since figures were compiled. Comi 































if that does not work, the expatriate man- 
ager can resort to old-fashioned capital- .. 
ist methods and fire them. pot 

For potential high-flyers, though, . 
there is the opportunity to go on a. 
two-week course at McDonald's Ham- | 
burger University in the US to learn the | 
finer points of running a fast-food opera- . | 
tion. cd 

So far, only one Chinese employee, a — 
former soldier, has made it to Ham- | 
burger University. He is now responsi- | 
ble for McDonald's only outlet in China 
at present — in Shenzhen, the thriving | 
special economic zone bordering Hong- 

| kong. 4 
The menu at the Peking E 
restaurant will feature the 
standard fare of hambui 
gers, Big Macs, french fri 
and drinks, though e 
wakers will be spared 
spectre of the McDonalc 
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ion from the postal-savings system, which 
ielps fund the government budget in Ja- 
'an, was one factor behind this, as market 
nterest rates fell faster than postal rates last 
'ear. Bigger branch networks might help 
hem collect more deposits. 

The seven trust banks — set up under a 
aw of 1960 to remove the trust banking, or 
und-management activities, from other 
ypes of institutions — may not benefit im- 
nediately from the proposed revisions. 
"his is because trust business remains à 
nore segmented activity, unlike long-term 
inancing and foreign-exchange dealing, 
vhich have been opened to all commercial 
yanks in recent years. 

Mergers between trust banks and 
ecurities houses may have equal logic to 
nergers with commercial banks. The 
posed realignment of functions 
»etween banks and securities companies in 
apan (REVIEW, 6 June '91) — also sched- 
iled for 1993 — will have to take account 
f this. 

Trust banks have suffered the most 
evere decline in profitability in years. 
According to a study by the Bank of 
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lapan, this was due largely to a sharp drop 
in trust fees and commission income re- 
sulting from the Tokyo stockmarket col- 
lapse. 
The institutions which came off best 
during fiscal 1990 (ended 31 March 1991) 
— when almost all Japanese banks were 
suffering falls in profits — were shinkin 
banks. These credit institutions enjoyed an 
11.5% rise in operating income while trust 
banks suffered a 54% drop. 

Shinkin banks have so far escaped much 
of the impact of interest-rate deregulation 
— which has not yet penetrated down to 
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Malaysia adopts Japanese strategy 


In the same mould 


By Doug Tsuruoka in Kuala Lumpur 
alaysia's latest moves to strength- 
en its manufacturing sector ap- 


M pear to demonstrate an increasing 


willingness to invite and implement Ja- 
panese technical advice on industrial stra- 
tegy. 

The government announced in Decem- 
ber that it will set up a unified Malaysian 
Technology Development Corp. to chan- 
nel venture capital and research findings 
to small and medium-sized industries 
(SMIs). A couple of months earlier, another 
government agency, the Standards and In- 
dustrial Research Institute of Malaysia 
(Sirim), said it had been allocated M$40 
million (US$15 million) to fund product 
design and improvements in quality and 
productivity. 

Both of these moves closely reflect ex- 
pert advice that the government has been 
receiving from Japan under technical as- 
sistance programmes. They are also part of 
a broader drive by Malaysia to upgrade its 
5MI sector. 

While the closeness of Malaysia's ties 
with Japan is well known — Japan is its 
biggest aid donor and foreign investor — 
it is open to question whether such reli- 
ance on Japanese expertise is in Malaysia's 
long-term interests. For the Japanese, on 
the other hand, there are clear advantages 
to be gained in steering Malaysia along a 
development path that benefits the many 


Full marks 
for tidiness 


While the two reports' authors were 
blunt in some of their assessments of 
Malaysian companies — some of the 
comments were toned down in the 
English versions turned over to the Ma- 
laysian Government — not all was nega- 
tive. 

Kein Hing Industry, an ethnic Chi- 


Japanese factories in the country. 
Japan's guidance is normally dispens 
behind the scenes. One top Japanese o 
cial who is based in Malaysia did, ho 
ever, venture some public comments 
cently. Yukio Shohtoku, an official of ! 
Japanese Chamber of Trade and Indust 
Malaysia, said shortcomings in local pre 
sion-moulding capability was one fac 
preventing Japan from transferring me 
technology into Malaysian hands. 
Shohtoku's mention of precish 
moulding was interesting for another n 
son, however. This was one of two ar 
that were covered in recent reports writ! 
by Japanese industry experts under a thr 
year bilateral programme known as 1 
Asian Cooperation Project. The other ai 
covered was press-die manufacturing. 
Both of these activities figure pro 
nently among Malaysia's hundreds 
small parts makers. Plastic injection mou 
ing, for instance, is used to churn out e 
rything from ballpoint pens to househ: 
goods and parts for Malaysia's Japane 
designed Proton national car. Press-dies 
used to stamp, bend or shape a variety 
materials, including metal. 
Many of these small companies — a 
of which are "cottage industries" w 
turnover of only M$500,000-1 million 
year — make their living supplying Japa 
Malaysian-based factories. Japanese mai 
facturers, however, have been express 
increasing concern over the ability of 1 


lowing the Five S's of Japanese fact 
management: seiton, put in order; s 
keep tidy; shitsuke, train well; seike 
keep clean; and seisou, sweep dust aw 
Not surprisingly, Kein Hing received 
marks on the scoring system the Japan 
devised to rank the firms they visited 

The plastic-moulding report was 
searched in February 1990 by Terub 
Yonemochi, president of Yonemo 
Kanagata Kogyo Co., and Shuichi Kt 
zumi, president of DSK. The executi 
visited eight local makers. Kurozumi i 
co-authored the press-die study, wh 
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'agmented supply base to deliver 
ne quality and quantity required by 
neir manufacturing operations. 

The two reports, copies of which 
ave been obtained by the REVIEW, 
yake interesting reading. While 
»roviding a detailed view of Malay- 
Wan companies specialising in 
Yould and die operations, they re- 
eal almost as much about Japanese 
Yethods and attitudes. 

The overall conclusion of the 
focuments is that the two industries 
re under-capitalised and lack expe- 
tence in modern production tech- 
iques. The reports also stressed 
hat the Malaysian Government 
aust redouble its efforts to 
trengthen the SMI sector. 

Among the more specific prob- 

^ms that the reports' authors noted 
yere: 
* A general lack of awareness of 
dvanced, computer-aided manu- 
icturing and design techniques. 
he reports suggested that special 
idustrial coordinating bodies be set 
p to pass on information on latest 
‘evelopments. 
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How they scored 
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shorten the delivery date." This s 
ond comment highlights another 
panese preoccupation — the “ju 
in-time" manufacturing and del 
ery system under which parts « 
ordered when they are require 
rather than bought in bulk. The s. 
tem saves tying up capital in expe 
sive stocks, but makes it essential 
have reliable suppliers who can 
orders quickly. 

Another comment in the pre 
die report noted with satisfacti 
that ^. . . Japanese technology is | 
ing provided in more than 90% 
the companies we visited. The 
was only one company which h. 
European or American technology 
The authors then concluded tk 

“more and more die manufacture 
in Malaysia . . . will become inc 
E pendent." 

Why reliance on Japanese tec 
nology is equated with indepe 
dence is not explained. Japane 
sources familiar with the docume 
say it seeks to convey the notie 
that Japanese press-die technoloy 
is superior to that of the US . 
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The danger — especially in the Key: (5) Technology level matches — Europe — thus its adoption wou 
ress-die sector — that some firms Br EN dst, viris is to acquire technolog make Malaysian compani 
nay go out of business if they prove (9) ——— basic technology to sto cu “stronger” and, hence, more “ind 
inable to keep up with orders for . (1) Needs to improve techniques | pendent." 
juality parts from Japanese elec- Source: Japan-Malaysia Asian cooperation project Indeed, the reports are remar 


ronics makers and others. 

» A failure by some factory own- 

rs to train their employees adequately for 
èar they will subsequently job-hop to com- 
anies offering higher pay. 

The second of these conclusions, in par- 
cular, shows that the authors clearly had 
1 mind the needs of Japanese companies 
vhen they were writing their reports. Be- 
ause of difficulties in obtaining high-qua- 


‘riters complained that many locals re- 
ised to answer questions for fear of dis- 
losing information to rivals. 

One plastic-parts maker even had the 
l grace to turn the Japanese away at the 
ate. The executives professed them- 
?lves “astonished” that the company felt 
had nothing to learn, and suggested the 
falaysian Government select study can- 
idates more carefully in future. 

The authors of the 1990. also 
omplained about the high cost of 
i in touch with their businesses in. 

— it appears they were not entirely 
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lity parts from local firms, Japanese firms 
have in some cases conscripted their own 
part-making affiliates to set up plants in 
Malaysia. 

The study of plastic-injection moulders 
noted that “demand is now outgrowing 
production,” and said “it is vital now to 
improve the quality of the products and 


study on plastic-moulding. 
NH: e rt, some companies were 
r not understanding the 
Pim and properties" of the 
— they worked with, producing 
badly designed moulds, allowing plastic 
shavings to cover factory floors and ope- 
rating ma that was in danger of 
catching fire. Lack of finance was said to 
be forcing some companies to use cheap 

and inferior equipment. 

The two assessments were compiled 
for the Kuala Lumpur office of the Japan 
External Trade Organisation and were 


able for an almost complete absen 

of discussion of international-ma 
ket issues. Elsewhere, the Japanese note 
that "many companies . . . have a go 
potential to produce parts for Japane: 
companies." 

Moreover, the press-die report mak 
specific technical recommendations th 
would bind Malaysian companies eve 
more closely to their Japanese customer 
For example, the experts call on Malaysie 
firms to adopt certain precision grindir 
techniques so that their output “can easi 
be assembled into Japanese dies.” 

The overwhelming Japanese bias of tl 
reports may partly be explained by the fa 
that the authors were neither trade dipk 
mats nor development economists. But th 
tone of the documents supports criticisi 
that Japanese technical assistance in M. 
laysia (and elsewhere is Asia) is tailored 1 
Japan' s own industrial agenda. In Malay 
sia’s case, this has been made easier E 
Prime Minister Datuk Seri Mahathir M« 
hamad's “Look East" policy, which e 
pouses Japan as a role model. 
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Assembly operations change face of That trade 





ły Paul Handley in Bangkok 
hailand's emergence as an industri- 
I alising economy is evident in the 
fact that electronics and electrical 
roods have become the nation's leading 
port sector. But the downside is the low 
imount of value-added input at the grow- 
ng welter of “screwdriver” factories set up 
»y companies from Japan, Taiwan, South 
<orea and Singapore. 

The sector's export output for 1991 is 
ikely to total about Baht 117.8 billion 
US$4.6 billion), or 16.5% of all exports, 
iccording to a recent report by Bangkok 
Jank. This is up from roughly 10% in 1988. 
ixports of electronics and electrical goods 
ave finally surpassed once-dominant tex- 
iles and basic commodities, which are ex- 
»ected to account for roughly 14% and 
6%, respectively, of the nation's exports 
ast year. 

This rapid transformation is the result 
X massive Japanese investment in the sec- 
or since 1987, followed by South Korean, 
laiwanese and, most recently, Singaporean 
nvestment in the past three years. Thai- 
and boasts 13 foreign-owned semicon- 
luctor makers, while Japan's appliance 
industry has made the country its main 
egional base for making refrigerators and 
air-conditioners. Sharp, Sanyo, Toshiba, 
Mitsubishi and Sony, to name but a few, 
aave set up shop in Thailand. 

This has substantially altered the face of 
"hai exports. Thailand's traditional exports 
— rice, rubber, maize, tapioca products, tin 
and sugar — amounted to 26% of total ex- 
»orts in 1987. Based on data from the first 
^alf of 1991, they are likely to comprise 
»nly about 16% of total exports for the en- 
ire year. Textile exports — excluding 
sootwear — held steady at 14% of the total 
»ver the same period. 

Statistics are not available on the desti- 
rations of the electrical goods, but industry 
.ources say they are relatively diversified. 
The US is a main market, but so is Japan, 
especially for consumer appliances. Parts 
and computer peripherals assembled, and 
»ccasionally made, in Thailand are shipped 


Wired for e 


xport 


In the past two years, the number of 
foreign semiconductor factories has more 
than doubled, as has the number of foreign 
manufacturers in Thailand, to 13 from 6 in 
1986. The list now includes ATT Micro- 
electronics, National Semiconductor, Hana 
Electronics and Sony Semiconductor. 

Despite slowdowns in chip markets 
abroad, says Thai Micro Systems’ manag- 
ing director Bob Kennimer, 1992 is ex- 
pected to be another banner year. Some 
older producers might see exports fall by 
as much as 15%. But with all the new 
Japanese capacity transferred to Thailand, 
growth will be "phenomenal, says 
Kennimer. Toshiba, Sanyo and Oki, for in- 
stance, have large chip plants that will start 
producing in the first half of 1992. 

Far larger growth has come from elec- 
trical appliances, a sector that grew 31% in 
199] over the year-earlier period. Exports 
of fans, microwave ovens, air-conditioners, 
refrigerators and other items added up to 
an estimated US$500 million. TVs, radios 
and stereo equipment added another 
US$950 million. 

Underlining this success is a strong lo- 
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cal market driven by the rapid growth in 
Thai incomes in the past four years. For- 
eign-owned export-directed factories can 
sell in the local market, though with vary- 
ing degrees of freedom. Foreign producers 
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produce other components involved 
computer and electronic production. 

Computer peripherals, such as specia 
circuit boards, keyboards and wiring, al 
have become key exports. Total exports 
peripherals amounted to about Baht 
billion in 1991. 

The downside to this transformation 
Thai exports is the dismally low amount 
local value added in the manufacture 
electronic goods. Except for assembly 
bour and packaging for shipping, ch 
producers cannot source much of th 
high-technology inputs in Thailand. Bar 
kok Bank estimates that 85-90% of t 
content of computer parts and peripher 
is imported. 

The situation in the electrical-applia: 
sector is not much better. For radios à 
TVs, imported parts account for 75-90% 
the content, for air-conditioners 60-71 
and for microwave ovens 60%. 

The government has not mov 
strongly to push up value-added inj 
from the electronics industry, in part | 
cause the export boom in this industry 
still new to the country. Indeed, Bangk 
has gone in the opposite direction, 
structuring its tariff system to reduce i 
port duties. 

In July, the government slashed imp 
duties on computers and computer pë 
to 5% from 20-40%. The government s 
no reason to build a fully integrated e! 
tronics industry behind protectionist tar 
as Thailand lacks the critical mass of ex 
rienced engineers and electronics expe 
to recreate a Silicon Valley on the C} 
Phraya. 

There are, however, significant prot 
tionist barriers in place for finished el 
tronic appliances that have allowed TI 
owned basic appliance producers to 
into the business. But these compar 
have focused on the booming local marl 
leaving the export market to the Japan« 
South Korean and Taiwan firms. 

Further, there remain duties of 35-6 
on plastics that help ensure the use of 
mestic suppliers by foreign factories. 
porters, though, can get rebates on th 
duties, and government planners wo 
like to cut these charges. But there is sti 
perceived need for protection for the k 
petrochemical industry, so the duties h 
not been changed. 

Another concern surfacing in Thaili 
is the environmental impact of all : 
electronic-appliance production. The } 
in the use of ozone-damaging fluc 
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GIVE YOURSELF A YEAR END BREAK WITH INTER-CONTINENTAL HOTELS! 





Planning a trip? Inter-Continental hotels have a special “Pacific Asia Spectacular” in store for you. Between 
| December 91 and 29 February 92, enjoy attractive rates at twelve exciting destinations that offer luxurious rooms, 
tine dining and incomparable service. You'll welcome thoughtful touches like late check Out, a fruit basket and a 
memento of your stay. 

Call your nearest Inter- Continent al hotel, worldw ide sales office, or your t travel agent : for details today. 
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~ Completely New and Revised 
An essential Book 
for Anyone Doing 
Business with China 


The Almanac of China’s Foreign 
Economic Relations & Trade 1991/92 


China’s trade policies with the rest of the world have never afforded more opportunities 

than they do today. The country represents unprecedented potential — an expanding 

market equivalent to one-quarter of mankind. And yet, data on this rapidly growing 

economy has, until recently, been scant and unreliable. | 

Now, there is one book that encapsulates every detail relevant to a businessman con- 

ducting dealings with China — The Almanac of China's Foreign Economic Relations 

& Trade. 

What is it? | 

The Almanac features articles and data contributed by leading scholars and other authori- 

ties as well as representatives from China's Foreign Economic Relations and Trade 

Department. Its contents are extensive and detailed, systematically laid-out for ease of reference. It includes vital information 

to businessmen — such as trade policies and restrictions — and even offers listings of potential joint venture partners. 

Who needs it? 

The Almanac is absolutely vital to anyone engaged in business or government relations with China. It is also a fascinating 

record of the changing face of China's policies. Not only is it one of the few books that offers an accurate view of China's 

economy but it is also the most up-to-date documentation of its kind. 

It brings you all the information about China's foreign economic relations and trade you will ever need to know: 

e Hundreds of pages of detailed data examining the changing face of China. 

e Expositions, speeches and articles contributed by distinguished scholars and other authorities, pertaining to the exciting 
market potential and business opportunities available in China. 

e Hundreds of tables, charts and photographs of interest. 

* A systematic and valuable reference for those with business and government relations with China. 














a a eee errr oe > 
Fax, mail or phone: The China Phone Book Co., Ltd., GPO Box 11581, Hong Kong. Fax: (852) 838 7753, Tel: (852) 832 8448. 
d Send |. |. copy(s) of The Almanac of China's Foreign Economic Relations & Trade 1991/92 at US$80/HK$624 


per copy. For airmail delivery add US$29.50/HK$230.00; for surface mail delivery add US$14.00/HK$1 10.00. 
Q | enclose a cheque made out to The China Phone Book Company, Limited. 
J Charge my credit card (tick one) 





UDGETS 


lulippine president resists election sops 





Rigoberto Tiglao in Manila 
reaking with election-year tradition, 
3 President Corazon Aquino on 15 
January signed into law an austere 
38.4 billion (US$11.6 billion) budget for 
12. The budget contains few of the politi- 
ly motivated allocations expected in 
ction years, reflecting not only tight con- 
unts but also the character of the out- 
ng administration. 
Appropriations for 1992 represent only 
"5% increase from the 1991 budget, 
ich was the tightest since 1982, when a 
incial crisis the previous year forced the 
rcos administration to increase spend- 
by 4.2%. With 1992 inflation estimated 
8%, expenditure growth in the 1992 
lget is essentially flat. 
This austerity is largely the result of 
»off expenditures, such as P1 billion 
ed to finance the holding of the May 
‘eral elections and P5 billion for the 
abilitation of areas devastated by the 
Pinatubo volcanic eruption. But a tight 
on annual expenditure growth is evi- 
it. 
In inflation-adjusted terms, spending 
economic services such as infrastruc- 


\quino the prudent 
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ture and communications will grow only 
8%, while social-services spending will in- 
crease 13%, Per-capita spending for educa- 
tion will fall to P179 from a peak of P194 in 
1990. 

The new budget has bolstered optimism 
in the business community that Aquino 
will not utilise government resources in 
pre-election campaigning, which could 
keep inflation in check. In the past, surging 
inflation has accompanied legislative and 
presidential elections as incumbents over- 


spent with money freely printed by th« 
Central Bank of the Philippines. In 1984 
government spending climbed 23% 
because of legislative elections. In 1986 
snap elections for the presidency resulted 
in a budget increase of 50%. Inflationary 
problems flared in the wake of both cam- 
paigns. 

"The [1992] budget is there to follow in 
black and white," a bank president notes. 
"Whatever their weaknesses and 
blunderings, [Finance Secretary Jesus] 
Estanislao and [Central Bank governor 
Jose] Cuisia are bereft of political ambi- 
tions. They'll quit at the first order from 
whomever to use state coffers for the elec- 
tions." 

Nonetheless, the new budget reflects 
more than the Aquino administration's 
stand against election-year pork-barrel. 
Most crucially, the IMF has yet to complete 
its review of the government's perform- 
ance under a 199] economic-stabilisation 
programme, which has been delayed since 
June. The IMF must approve of the per- 
formance before it will release remaining 
credit of US$250 million. Other develop- 
ment-assistance loans and a new commer- 
cial bank financing package will also re- 
main frozen. 

Central to the IMF review is the overall 
budget deficit for 1992. The government 
agreed to a P37.7 billion public-sector 
deficit, which also includes losses chalked 
up by the Central Bank and government- 
owned companies such as National Power 
Corp. 

In the new budget, Estanislao sent clear 





COMMODITIES 


Lifting the bar on bars 





By Julian Baum in Taipei 


After decades of hoarding gold, the Tai- 
wan Government is preparing to open 
he market in the precious metal to inter- 
ational trading in the next few months. 
Jealers say the lifting of restrictions on 
he export of gold is an essential step 
owards a futures-trading system. 
Taiwan has the largest private gold 
voldings per capita in the world. The 
‘ountry’s gold investors, however, have 
een stuck with a commodity that they 
ave not been allowed to trade interna- 


in gold, it is impossible to have a com- 
modity-futures market, which is under 
consideration by the Ministry of Finance. 
The new policy will also permit gold 
merchants to operate legally. This could 
further reduce the huge amount of illegal 
gold trading that has flourished. 

The government has allowed the tax- 
free importation of gold bars and coins 
for five years, though gold jewellery is 
still taxable. Gold dealers say the loos- 
ening of restrictions on imports has 
helped reduce smuggling, which at about 
50 tonnes a year is equal to an estimated 


the new rules, first recommended by the 
Ministry of Finance last year, certain for- 
eign-exchange banks will be able to ac- 
cept gold deposits and issue gold certifi- 
cates, while selected trading companies 
will be able to trade the commodity in- 
ternationally. 

For older Taiwanese, gold has been 
neither an investment nor a commodity 
to be traded. It has been the traditional 
insurance against catastrophe, especially 
from a possible takeover of Taiwan by 
the mainland. Many families used gold 
to buy their escape from China's civil 
war in the 1930s and 1940s, and some 
believe they may need to use it again to 
flee Taiwan. 

But attitudes towards gold have 
changed rapidly in the past few years as 
Taiwan's financial markets have become 
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signals to Congress that if the legislature 
wants higher expenditures, it will have to 
approve new tax measures. With the com- 
ing elections, no politician is likely to 
champion such a course of action. 

The 1992 budget, however, may prove 
a watershed in Philippine politics for more 
structural reasons. Roughly 37% of the 
1992 budget is dedicated to servicing debt, 
one third of which goes towards foreign 
loans. This is in sharp contrast to the 18% 
share of the budget allotted to domestic 
and foreign debt repayment from 1980-85. 
But it is roughly equal to the 39% of the 
budget spent from 1986-91 as foreign loans 
contracted by the Marcos administration 
became due and as the domestic debt 
burden climbed to cover budgetary short- 
ages. 

With pet appropriations crowded out 
by debt-servicing, Congress tried to add a 
rider to the 1991 and 1992 budgets that 
would have placed a 10% cap on foreign- 
loan payments. Aquino successfully vetoed 
that provision in both budgets. 

Still, the 1992 budget has some poten- 
tial political expenditures, thanks to a sta- 
tute signed into law last year. The so-called 
Local Government Code could allow 
Aquino to consolidate political support for 
certain candidates with the timely release 
of federal aid to local governments. 

The 1992 budget provides P28 billion in 
"direct assistance" to local government 
units. The timing of the release of these 
funds could be crucial, particularly at the 
lowest local government unit, the village, 
which is the closest to voting precincts. 
Villages will receive P600-1,000 in monthly 
“honoraria” under the new budget. 

Congress, which is controlled by 
Aquino's ruling party, Laban ng De- 
mokratikong Pilipino, also enacted a law 
last year that will provide an additional 
P500 in monthly compensation to more 
than 1 million government employees. This 
outlay will total roughly P7.2 billion 
annually. 

Political analysts say these funds, which 
are authorised in the 1992 budget, explain 
why Aquino's endorsement of a presiden- 
tial candidate could be crucial in the presi- 
dential race. At the very least, distributing 
government largesse to administration 
bailiwicks before the election could be 
easily manipulated at the grassroots level 
to garner support for Aquino's chosen can- 
didates. 

The release of the money is in the hands 
of the Budget and Management Depart- 
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Conspicuous errors 


South Korea's annual austerity campaign, ostensibly designed to dampen over- 
consumption and instill a sense of social harmony, is here again. "Let's All Work 
Hard Together!" urges a 20-m-long signboard slung across the face of Seoul's City 
Hall. The government says its neo-Confucian (or neo-Puritan) sloganeering reflect: 
a groundswell of popular worry over a declining savings rate, scarce and expen- 
sive labour, inflation and a general “me-first” attitude. 

Foreign trading partners, however, are convinced that the campaign is largely 
an attempt to discourage South Koreans from buying imports. It has been a source 
of friction since the campaign was inaugurated nearly two years ago. Even George 
Bush felt compelled to take a swipe at it on his recent visit to Seoul. 

They have good grounds for such a belief, despite the official denials. Colour 
booklets published by the government's Saemaul Undong (New Village) move 
ment, for example, urge South Koreans to shun foreign cigarettes and other im- 
ported products. And although Ford, the US car maker, has been sharply criticisec 
in the local press for importing a few hundred Mercury Sables a year, Hyundai': 
sales of more than 25,000 of its expensive Grandeur model last year somehow 
escaped critical notice. 

The Economic Planning Board (EPB) has tried to defuse trade tensions by setting 
out the problems in a briefing paper. Unfortunately, the pamphlet shows just how 

muddled economic thinking has become at the EPI 
a — an institution that once prided itself on being ; 
bastion of economic rationality in a country whicl 
often favours administrative guidance over marke 
forces. 

The EPB's message is a simple one: we need t 
save more; only savings can fuel growth; conspicu 
ous consumption is bad for the economy — it i: 
eating our seed corn and fuelling inflation. 

Regrettably, the EPB has the issues wrong. For « 
start, it somehow manages to ignore the fact tha 
South Korea's 35% savings rate — declining or no 
— is still one of the world's highest. More to the 
point, it is bad planning and policy paralysis tha 
has caused the problems the EPB is fretting about. 

With inflation running at 10% for the third yea 
in a row, there is little incentive for savers to parl 
money in government-controlled banks which pa: 
only 13.4% (before tax) for one-year deposits. The Finance Ministry's unwillingnes 
to free interest rates for fear that higher borrowing costs would throw the econom 
into a tailspin is understandable. But why should the economically rational decision 
to save less and spend more be so shameful? 

Loose monetary policy coupled with archaic financial and tax systems are th 
real villains behind South Korea's worsening economic situation. Huge amounts c 
loans are funnelled to favoured borrowers — from fishermen and dairy farmers t 
semiconductor makers. In recent years, these "policy loans" have been equal t 
about half of the increase in M2 monetary growth. That squeezes out borrower 
who would have access to capital in a freer market. 

It would be more accurate to say that there is over-investment rather than oves 
consumption, given the large amounts of cash poured into questionable project: 
Personal contact, rather than sound business judgment, is too often the decidin 
factor in getting a loan in South Korea. That will continue to be the case as long a 
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All work, no buying. 
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RIEFING 


dia frees steel prices, 
ishes import duties 


India on 17 January lifted controls on 

el prices and slashed duties on scrap 

1 steel-billet imports in an effort to 

rease domestic output. Local supplies 
ibout 14 million tonnes a year usually 
short by about 2 million tonnes. The 

rernment also dropped a long-standing 
way freight-equalisation plan, which 
ans steel-producing states — chiefly 

st Bengal, Bihar, Madhya Pradesh and 

dhra Pradesh — will enjoy lower 

ivery rates. Duties on scrap fell to 10% 
m 35% and on pig iron and steel billets 
35-45% from 55-75%. Shares of 

vately owned Tata Iron & Steel Co. 

at on expectations of greater profit 

n higher prices. 


iwan holds up approval 

Malaysian steel venture 

laiwan’s legislative yuan is 

hholding final approval of a 

laysian-Taiwanese venture to build 

at is billed as Southeast Asia’s largest 

grated steel project. The US$2.6 billion 
ture between Taiwan's China Steel 
Malaysian state and private 

panies is due to be built either in 

or or Trengganu. Lin Yu-siang, a 

slator in Taiwan's ruling Kuomintang, 

i quoted as saying on 13 January: "We 
not approve the investment project 

l after Malaysia agrees to sign an 

'stment-guarantee pact with us.” The 

on caught Malaysia by surprise. 
rnational Trade and Industry Minister 

o' Seri Rafidah Aziz said on 21 

iary that the Malaysian Government 
asked Taiwan to clarify its position. 


‘tnam grants branch status 
six foreign banks 

ate Bank of Vietnam on 15 January 
? the go-ahead for six foreign banks to 
1 branches in Vietnam. The banks, 
ch will be the first foreign banks to 
1 branches in the country, are 

gkok Bank and Australia & New 
and Banking Group and Banque 
onale de Paris, Credit Lyonnais, 
'suez and Banque Francaise du 
merce Exterieur, all of France. 


served for 12 years as president of Pelita 
Air Service, a subsidiary of giant oil and 
gas monopoly Pertamina. Mulyono 
replaces Mohammad Suparno, who had 
headed Garuda since 1988. Suparno was 
given credit for increasing Garuda's 
profitability, but was blamed for failing to 
redress persistent complaints about the 
carrier's customer service and inefficient 
reservation system. 


World Bank approves 
Bangladesh bridge project 

> The World Bank approved 
Bangladesh's US$550 million Jamuna 
Bridge project, following years of 
controversy about its economic viability. 
The 4.8-km bridge will for the first time 
link the east and the west of the country 
with a railway and road network. The 
Asian Development Bank and the World 
Bank are to provide US$150 million each 
for the project. Japan has pledged US$200 
million. Construction is due to begin next 
year and will last about four years. 





China inches towards 
shipping liberalisation 

> Peking has filled two breaches in its 
inefficient state-controlled shipping 
industry by granting two US companies 
licences to operate to and from Chinese 
ports. Sea-Land Services and American 
President Lines were apparently granted 
access to head off US retaliation against 


H AMOI 


China announces it will 

join regional bank forum 

> China said it will join a meeting of 
central bankers from Asia and Oceania to 
be hosted by Bank of Japan (Boj) in Tokyo 
on 14 February. This is the first time 
China has been invited to attend. BOJ 
hosted a similar meeting a year ago, and 
has since held periodic meetings with 
senior Officials from the central banks of 
Thailand, Malaysia, Singapore, Indonesia, 
the Philippines, South Korea, Australia 
and New Zealand. 


Philippines to replace 

power firm’s management 

> The board of directors and top 
management of the Philippines' state- 
owned National Power Corp. (Napocor) 
will be revamped by the end of January, 
according to executive secretary Franklin 
Drilon. President Corazon Aquino on 20 
January accepted the resignations of six 
board members, including chairman 
Ernesto Aboitiz and president Pablo 
Malixi. Inefficiency at Napocor has been 
largely blamed for brown-outs of as long 
as 15 hours on Mindanao Island. 


Chinese trust company 
to float bonds in Tokyo 


> China's Tianjin International Trust & 
Investment Corp. plans a Tokyo float of 
Y10 billion (US$79 million) of five-year 
samurai bonds, or yen-denominated 
foreign bonds. Nikko Securities is to be 
the major underwriter, while Long-Term 
Credit Bank of Japan will be the main 
trustee. The issue will be the first by a 
leading Chinese trust company since the 
Peking massacre in 1989. 


Petrochemical venture 
unveiled in West Java 

> Mitsubishi Kaisei of Japan and 
Indonesia's Bakrie Group announced on 
2] January that they will build a US$335 
million petrochemical plant in West Java. 
The project will produce 250,000 tonnes 
annually of purified terephthalic acid, a 
prime raw material in the manufacture of 


polyester, used in textiles and some 
nlastice Miterthichi uill num RAO af tha 
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RICES 


Previous 3months Year 





AND TRENDS 





Last sale to 20 Jan. Latest week ago ago 

Gold — loxo( 3940 35390 — 35380 — 37825 

Copper New York (3) 

Current delivery (Jan.) 96.70 94.20 104.95 109.25 

Feb. delivery 1 96.95 

Aluminium London (7) 

Current delivery (Jan.) ..  .  $48500 115050 ^ 122700 151500 

Tin Kuala Lumpur (1) 1430 14.53 14.89 15.09 

Cotton New York (3) 

Current delivery (Mar.) 56.36 57.80 63.15 77.52 
delivery — 1c — 58.12 " À 

Rubber Kuala Lumpur (8) 

Current delivery (Feb.) 215.50 215.00 228.50 237.00 

Mar. delivery : _ 215.50 zd ti 

die Dhaai — 0350 — 350) — 3900 — 11009 

Palm Oil Kuala Lumpur (4) 

Current delivery (Feb.) 906.00 910.00 828.00 891.00 

Apr. delivery RES ode. — L 

Sugar New York (3) 

Current delivery (Mar.) 8.59 8.56 8.65 8.99 

Money — * 

Pepper Singapore (3) 

Sarawak Asta bik 100% 207.50 207.50 215.00 300.00 

Wheat Chicago (5) 

Current delivery (Mar.) 420.00 403.00 357.00 253.40 

May delivery 40520 — : z 

Maize Chicago (6) 

Current delivery (Mar.) 259.40 252.60 251.20 240.20 

May delivery aa 266.40 az 

Rice Bangkok (7) 

5% white fob 282.00 282.00 292.00 295.00 

Soyabeans Chicago (5) 

Current delivery (Jan.) 576.60 561.40 55240 57220 

Mar. delivery DURE, * 

Cocoa New York (7) 

Current delivery (Mar.) 1,218.00 1,205.00 1.201.00 — 1,194.00 

May delivery — 1,282.00 

Coftee New York (3) 

Current delivery (Mar.) 77.70 79.35 83.15 87.75 

May delivery 80.70 x^ 

Petroleum 

Sumatran light Tokyo (10) 17.95 17,80 20.30 20.55 

Brent — London (10) 18.25 179 22.73 21.40 


(1)M$ akg (2) US$ an oz (3)US¢alb (4) M$ a tonne (5)USc a 60 Ib bushel 


(6) US¢ a 56 lb bushe! (7) US$ a tonne (8) PSS1, Me akg (9)S$a 100 kg (10) US$ a barrel 
(11) BWD, Chittagong/Mongla, US$a tonne Source: Telerate, International Jute Organisation 

















Currencies US$! 

Spot 
20 Jan. rate1 
Australia dollar 13319 
Bangladesh* taka 37.70 
Britain pound 0.5543 
Brunei - dollar 1.633 
Burma* — kyat 6.265 
Canada — dol — 1415 
France franc 5404 
Germany - mark 1.5855. 
Hongkong dollar 7.7605 
India rupee — 258264 
Indonesia rupiah - 1,999.00 
Japan — yn |. — 12347 
Macau" pataca | 8.05 
Malaysia dollar 2.69015 
Nepal rupee 4270 
New Zealand dollar 1.8362 _ 
Pakistan rupee 2461. 
Papua N.G. kna 0.9542 
Philippines peso 2660. 
Singapore dollar — 1633 
South Korea — won 763.50 
Srilanka rupee 42.00 
Switzerland franc 14045 
Taiwan NT dollar 2519401 — 
Thailand bah — 2.315 —— 
Communist 
countries: 
Other: 


Previous 3 months Year 
weekt agot agot 
19495 1.2552 1.2806 
37.70 37.55 à à 3600 

0.556 0.5825 0.5116 
|. 16375 16933 17385 
6.265 6.265 6.00 
— 1149 — 1.1263 1.1593 
. 838 à 85773 à 50575 
1.577 1.6928 1492 
77805  —— 715 7.796 
258264 25.8264 18.3419 
1896.00  1.975.00 1,909.00 
12703 130.69 132.10 
805 — 805 8.05 
27155 — 27465 à 2719 
42691 — 4280 —— 2400 
18362 — 17658 — 1675 
24.6953 24555 —— 218581 
09592 0942 ^ 0944 
26592 — 27035 — 2800 
16375 16033 — 1.7385 
 Té240 — 74950 — T1890 
42.61 41.48 — 39.938 
14038 — — 1483! 1.2515 
25.2275 26.41875  — 27245 
25.34 2554 5.155 


China US$=Rmb 5.4505 HK$«Rmb 0.70095. Laos US$-Kip 705.00 
Vietnam US$=Dong 11,800.00 Cambodia US$=Riel 750.00 


Commonwealth of Independent States (former Soviet Union) USS«Roubie 110.C 


(from 15 Jan.) SOR1=US$1,38612 ECU1=US$1.25573 S$-M$1.6472 
“Official rate *Middle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 





Currency deposit and bond yields 


FM ee QUA UA NIKE 


12 10 year govt 





20 Jan. month months months months bonds yield 
us$ — 4.0625 40625 &— 40625 44375 — HR 
Sterling 10.50 1050 — 10.3125 10.25 9.42 
Yen a 53125 $125 48125 475 ry 
Swiss Fr. 7.6875 7.6875 (0 T5625 73125 = 
Dm 950. 9435 à 9125 à 3139125 3 94 
AS 710625 à 69375 à 6875 700 àà310 301980 
C$ Lum — 5099 — 69375 .. 706095 | 8.09 
ECU 10125 — 10.00 9875 9,6875 8.39 





tOffered rate Source: Telerate, Salomon Brothers 





Economic Growth % (real) (1) 
1991 
1992 


international Reserves 5 — 
Latest 


Year earlier "e 
Trade Balance (total merchandise) 
Latest 3 months 

Previous 3 months 

Year earlier - 
Exports (5) 

Latest 3 months 

* change previous 3 months 


% change year earlier y 


Imports (7) 
Latest 3 months 





Australia 


3.75 


US$16.53b (Nov) 
US$15 52b 


-US$0.01b (Sept-Nov) 
+US$1.16b 
+US$0.09b 


US$10.59b 


China 


45-7 
55-7 


US$40.92b 
 USS26 bb 


+US$2.44b 
+US$2.69b 


ICT 

















34 3.5-4(4) 7 3.8 8.6 
is 4) 55 m e - 3.5 (^ M 
(Sept) n.a. US$2.75b (Nov) US$8.57b (Oct) US$70.87b (Nov) US$9.88b (Apr) 
n.a. US$2.05b -  US$5.74b US$77.73b . . US$7.74b 
(Sept-Nov) — «US$1.14b (Sept-Nov)  -US$0.30b (Jul-Sept) +US$1.09b/8) (Jun-Aug) — «US$23.65b (Sept-Nov) -US$0.34b (Aug- 
-US$0.13b -US$0.52b -US$0.15b +US$19.71b -US$0.78b 
. «US$0.27b -US$1.43b +US$0.21b * 4US$1241b — — -US$0.29b 
US$27.67b US$4.03b US$7.42b(8) US$83.21b US$9.23b 
48.8 «1.1 +13.8 484 $7.1 
+17.8 6.2 «30.9 «5.5 414.9 i 
US$26.53b US$4.34b US$6.33b8) US$59.56b US$9.57b 
"n^ 20 49 såå +18 





a a a Jokvo drops sharply m a a New York consolidates record gains a a a Hongkong 
sets new high a a a Taiwan, South Korea rally a a a Australia sidelined by expected new 
issues m mm Straits bourses close mixed in week ended 21 January aan 









z KLSE Composite Index, 570.57 
Average dally Manila 
4500 — 33,000 1,300 Composite index, 1,301.00 2.000 
Hongkong Average daily turnover 
2 i: 4,522.21 | | usen / 
Age Meum 30,000 1,150 M J 1. 
Lt sca) 
3,50 f WV VN New York; 27.000 _ È Singapore 1,000 NN. À 1.600 







jones industrials ~ Siraits Times index, 
— — —— 159585 ^ Bombay LI Ww 
US$9.9b Average daily BSE Sensitive 
3,000 ^ 24,000 turnover U$$133. 1m 1,200 850 index, 2.11579]. Seoul / scale) 1,400 
"ACUTE LAS a V Right sa ipt «ca Composile Index, 630.00 
2,500 Tokyo 21.000 260 









Nikkei Stock Average, 20,858.30 Jakarta Composite Index, 253.39 
Average daily turnover US$2.0b Average daily turnover US$10.8m 


| [! f wi ] 
2,000 ,18,000 1809 ^" "7 
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| Australia | | 
ok All-Ordinaries Index, 1,646.60 
950 SET Index, 776.01. 1,600 — ——— 2,500 100 610 
Average daily AA anal 3 
turnover U$$386.4m (Led scate) AMM cs n a 
(Lett scale) Index* p 
9.000 1,500 2,200 95 102.87 (Lett scale) 










1,400 1,900 90 


New Zealand 


1,300  NZSE-40 Capital Index, 1,484.43 1.600 | 85 








Taipei 
350 Weighed Index, 5,135.35 1.200 A 1,300 80 m.s. Capital 
verage daily Average daily turnover Int'l World 
— 02.00 U$$13-9 Indext 5253 Qo 
200 ; 1,000 1,100 wee 1,000 75 460 





FMAMJJASONDJ FMAMJJASOND4J FMAMJJASONODJ 
tarket capitalisation-weighted index of nine Asian bourses excluding Japan, —— Markets Monitor, a Review newsletter, 1 Jan. 1990-100 151991 Morgan Stanley Capital International 
an 


n unweighted index composed of over 200 blue chip Asian stocks excluding 
interest rates (%) 











Prime Interbank Interbank Interbank 
ippines Singapore South Korea Taiwan Thailand 20 Jan. ladia 4 tht 3monthst 6 months? 
* 65 83 7 79 Australia — 1225 754688 — 740605 — 735938 
i 6 78 7 75-85 Scie aote: — ——— 

a Britain 1050 — 1050 10.50 10.25 
2 94b (Nov) US$31.76b (Sept)  US$13.58b (Nov) US$77.18b (Oct) US$16.86b (Nov) : — 
)8b — US$26.50 — US$16.12b —  - —  US$7026b US$13.21b Hongkong 850 450 44375 45625 


0.69b (Ju-Sept)  -US$1.11b (Sept:Nov)  -US$0.02b (Oct-Dec) +US$3.67b (Oct-Dec) -US$1.90b (Sept-Nov) Weste SN) 2A — LV BN — 
0.68b -US$1 84b US$3.07b 4US$4.30b -US$0 74b 





0.385 -US$1.85b US$182b «US$3 19b -US$1.40b — v 
» EG — | 58755 54375 525 49375 
29b US$15.14b US$21.00b US$19.82b US$7.37b ibe — 
* 405,5 49 01 Malaysia 825 8.01 8.03 814 
108 +146 +11.6 4229 $e TREES. 
* — — ————— - — New Zealand 1275 7.35 735 735 
? 98b US$16.25b US$21.03b US$16.15b US$9.27b x ae 
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Future shock 


he Tokyo and Osaka stock ex- 
changes fear they have spawned 
a monster in the shape of stock- 
index futures and options trading. 
They believe the beast is sucking blood out 
of the equity market proper and causing 
anaemia in the new-issues market, too. 

Both exchanges want to cut derivatives 
trading down to size, but are not sure how 
to go about it. So they have set up a joint 
task force that is supposed to tame, if not 
actually slay, the dragon. 

There is no denying that Japan's stock- 
index futures market — based in Osaka on 
the Nikkei-225 stock average and in Tokyo 
on the broader Topix index — is a relative 
giant already, at the tender age of three. 

When the market was born in 1988, 
turnover was roughly equal to that on the 
Tokyo Stock Exchange (TSE) first section. 
Since then, futures trading has grown to 
roughly eight times TSE turnover. At the 
end of 1991, monthly turnover in stock- 
index futures was worth Y43 trillion 
(US$345 billion), compared with around Y5 
trillion on the TSE. This is enormous com- 
-— with the 1.5:1 ratio between index 

tures trading in Chicago and turnover 
on the New York Stock Exchange. 

Admittedly, turnover in the Tokyo cash 
market for equities has declined dramati- 
cally since the bull market ended at the 
start of 1990. But the Tokyo and Osaka 
stockmarkets are blaming futures trading 
for much of that decline. 

The derivatives markets, argues the TSE, 
were introduced to provide a place where 
institutional investors could hedge their 
position in the cash market through buy- 
ing or selling index futures and options. 
Futures and options were not intended as 
instruments for investor speculation. 

Yet that is exactly what has happened, 
the markets say. Trading has become "ex- 
cessive" and the "tail definitely wags the 
dog now." Money that would otherwise 
be in the cash market washes in huge 
quantities into derivatives. Without an ac- 
tive secondary market in equities, the new- 
issues market is also left moribund. 

Theory suggests this should not be 
possible. Various forms of index arbitrage 


— — — — — 





positions. Japanese banks with large equity 
portfolios have been especially active. 

They are attracted by the sheer size and 
liquidity of the futures market, plus the fact 
that commission rates are roughly a tenth 
of the level for the cash market. The TSE 
has already tried raising margin require- 
ments on the futures and options ex- 
changes to reduce the relative price at- 
traction of derivatives over the cash mar- 
ket. Now it will look at commission rates, 
too. 

The stock exchanges also blame index 
trading for inducing extreme volatility into 
the cash market. Foreign brokers say 
that if this is so, it is because the Nikkei- 
225 average contains 30 relatively illiquid 
stocks whose prices can easily be moved. 
Replacing these stocks with others would 
solve the problem. 

This is one thing the joint task force may 
look at. It is also likely to recommend new 
contract specifications for futures and op- 
tions, changes in exercise dates and better 
surveillance of derivatives markets. 

. W Anthony Rowley 


One more time. 


Price-earnings ratios in ? 
Tokyo and New York — 






it ANIT 


TSE tst section p/e - 





Jan. 
Source: REVIEW Data 


Brokers and fund managers said it could 
never happen. Price-earnings (p/e) ratios 
in Japan would always be higher than in 
the US. Well, one more surge on the Dow 
Jones Industrials Index and one more slide 


big US companies. Still, it shows just h 
big an earnings recovery has already bx 
discounted. 

It may seem to make sense to punt 
to shift money out of low-yielding US« 
lar deposits into stocks. But, despite 
plunge in short-term interest rates, 
yield gap between equities and top-gri 
corporate bonds is still stuck around 5.. 
about the same level as a year ago. 

Meanwhile, in Japan, the yield gap 
been falling steadily and is now sigr 
cantly below the US' for the first time 
years. The dividend yield has edged uj 
a mighty 0.7% and bond yields have 
clined to around 5.7%. — m Philip Bows 


Taipei's new bond-oriented unit trusts h. 
got off to a promising start. It may t 
longer than expected, however, for 
funds to fulfil the government's object 
of jump-starting the secondary bond n 
ket. 

All four funds quickly became ft 
subscribed, at NT$5 billion (US$198 1 
lion) each, with the two already-lis 
funds — China Security Investm 
Trusts Dragon Fund and Kwang] 
Securities’ Hong Yang Fund — trad 
above their net-asset values. National 
vestment Trust Corp.’s Guangfu Fund ; 
International Investment Trust's Wan 
Fund are due to be listed by the enc 
February. 

All are closed-end funds managed 
the same companies authorised to f 
equity-based unit trusts for foreign 
vestors. The funds' equity holdings 
limited to 30% of their portfolios. 

The infusion of capital is unlikely 
have any immediate effect on the secc 
ary bond market. Trading volumes are 
low and demand for bonds so high 
fund managers will be hoarding scrip 
many months to build their portfolios. ^ 
while the central bank plans to issue 
least NT$30-40 billion worth of bo 
monthly in 1992, much of this pape 
likely to be absorbed by the banking 
tem. 

Even if the amount of tradeable bx 
grows rapidly, Shroff believes that si 
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Has the balance of 
power in Asia shifted? 


apan has challenged US dominance in Asia where both govern- 
ments and individuals are looking to Tokyo for a lead. But, despite | 
their growing economic might, the Japanese seem reluctant to 





play this role. The rest of Asia remains unsure what Japan’s ultimate | 


intentions are. 


Now comes a book which examines these important questions, as 
seen primarily from the viewpoint of Japan’s neighbours. Compiled by 
correspondents of the Far Eastern Economic Review, Asia’s most re- 


spected magazine, “Japan in Asia” reveals what other Asians think of 


Japan. 


Send now for this unique and fascinating study of the most 
significant Asian power-shift in decades. 
business people and, indeed, anybody with an interest in the 
region. 


Mail, Fax or Phone: Far Eastern Economic Review. 


G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338 


{ssential reading for 


immi 
JAPANIN ASIA 





Please rush me the just published JAPAN IN ASIA at HK$140.00, US$17.95, £10.50, Y2.500.00. S$31.00 or M$50.00 each. 


bv airmail* [ ] bv surface 


No. of copies C] 
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CLASSIFIED ADVERTISEMENTS 


Property Business Services 


— EEE 


He (earned Catlmenbs 


MAIN B EACH 





WHILE MANY WILL DESIRE 
THE LIFESTYLE INHERENT WITH 
THESE MULTI MILLION DOLLAR 

APARTMENTS ONLY FIVE 
PRIVILEGED OPPORTUNITIES 
AWAIT THE VISIONARY BUYER 


THE REWARD A PHENOMENAL 
PACKAGE OF ARCHITECTURE 
AND INTERIOR DESIGN 

EACH APARTMENT IS 
ABSOLUTELY INDIVIDUAL 
BRILLIANTLY APPOINTED 
SECURE AND PRIVATE 


MARKETING AGENT 
MR MICHAEL NELSON 
RAY WHITE SURFERS PARADISE 
(ISD) FAX 61 75 701 344 
(ISD) PHONE 61 75 381 555 
PGI / PM / FEER (TO BE OFFERED SEPARATELY ) 
TENDER CLOSES 14 TH FEBRUARY 1992 





GOLD C OA ST A CSE TRA $1 A 











Seeking a presence in the U.? 


Consultancy seeks to help Asian cc 
panies through competitive intelliger 
marketing, media relations and mc 
Sophisticated service, with excell 
track record. Buckman Associates, 
Fourth Avenue #1100, Pittsburgh, 
15222, telephone: USA 412-471-63 
fax: 412-471-6349. 


EXCLUSIVE FEATURES INCLUDE 


* ABSOLUTE BEACH FRONTAGE 
AND PRIVATE BOARDWALK 

* ROOF TOP ENTERTAINING 

* GLASS BOTTOM POOLS AND 
FULLY EQUIPPED 

POOL SIDE BARS 

TO EACH APPARTMENT 

* DESIGNER KITCHENS 

* THREE LOCK UP GARAGES 
PER APARTMENT 

* STATE OF THE ART SECURITY 
* ON SITE CONCIERGE / BUTLER 


REVIEW CLASSIFIE 
ADVERTISEMENTS 


Standard Units: 











1/4 (v) page (230 x 41mm) USS1.610 


MR JOHN LEES 

FERRIER HODGSON MARFAN 
31 CHARTER RD HONG KONG 
FAX 8525217632 
PHONE 5852 820 5600 


1/4 (h) page (120 x 88 mm) USST,68( 
1/2 (v) page (230 x 88 mm) US$3,22¢ 
1/2 (h) page (120 x 183 mm) US$3,34 


Full page (240 x 183 mm) US$6,720 





THE UNIVERSITY OF AUCKLAND 
New Zealand 





LECTURESHIPS 


Department of Political Studies 
(Vacancy UAC.110) 


Applications are invited from women and men with advanced 
academic qualifications and a significant record of research for 
lectureships in the following areas: comparative politics, (including 
Asian Politics); international relations; political economy: political 
philosophy. 


Applications are particularly, though not exclusively, sought from 
those qualified to teach an undergraduate course on one or more of 
the following topics: gender politics, international trade and devel- 
opment, Japanese politics, Maori politics, Pacific Island politics. 


Commencing salary will be established within the range $NZ37,440- 
$NZA9,088 per annum. 


Conditions of Appointment and Method of Application are avail- 
able from the Assistant Registrar, Academic Appointments, Uni- 
versity of Auckland, Private Bag, Auckland, to whom applications 
should be forwarded by 13 MARCH 1992. 


Request for Proposals 


The United States Government, through the US Agency for Intern: 
tional Development (USAID), Philippine Mission, invites Free Wori 
(AID Geographic Code 935) institutions, firms, and organizations t 
submit proposals for General Contractor — Technical Assistanc 
Services for the implementation of the USAID assisted Industri: 
Environmental Management Project (IEMP) of the Government of th 
Philippines. The IEMP is part of the US Government contribution to tl 
World Bank's Global Environment Facility (GEF). 


The IEMP aims to improve the management of industrial pollution 

the Philippines. The project will reduce industrial pollution throug 
voluntary cooperation of firms in partnership with the Government ar 
non-government institutions. The major components are: (1) Pollutk 
Reduction Initiatives which assist firms in the conduct of pollutk 
management assessments culminating in the implementation of env 
ronmentally sound industrial practices, (2) Policy Studies and Publi 
Private Dialogue to promote more responsive legal and regulato 
mechanisms; and, (3) Capability building for both concerned public ar 
private sectors in pollution management appraisal, environmental ri: 
assessments, compliance audits, monitoring and environmental impa 
assessments. The services of the Contractor will be required for 3 
estimated period of 52 calendar months starting on or after July, 199 


Copies of the Request for Proposal (RFP No. 492-92-012) may | 
obtained from the Contracts Services Office at the Ramon Magsaysi 
Center, 1680 Roxas Blvd., Manila upon payment of US$50.00 (pa 
ment should be in US Dollars only) starting on or after February 1, 199 
Payments may be made through check or money order payable to ti 
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LASSIFIED ADVERTISEMENTS 


INDUSTRIAL MANUFACTURERS 
WISHING TO ESTABLISH A 
LOW COST PRODUCTION BASE 
should contact us for information 


BNDC-10A Shun Ho Tower, 
24-30 Ice House Street, 
Central, Hong Kong. 


Tel : 522 1198 Fax : 523 4871 
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Review Classified Sections 









nens eyed a ee The classifications available in this section are as follows; when booking, 
please state your requirements: 
MID-TOWN MANHATTAN 






Appointments 





Enjoy the best of both worlds—relaxed, private living in beau- Investment Opportunities 







tiful Pound Ridge, upper Westchester County, yet convenient Business Equipment Notices 
to New York City and airports. Five-bedroom home with 4,700 Business Opportunities Personal 
square feet of living space, ideal for entertaining. Over 2' | STET 

wooded acres. Living room with fireplace, formal dining room, Business Services Property 






library. Four full baths. Beamed family room leading to outdoor 
patio and large, heated, in-ground pool. Additional space for 
professional office or family use. $545,000. 

For more information, write Dr. D. Anne Lombardo, 


140 London Road, Pound Ridge, NY 10576, USA. 
Telephone: 914/764-4870. FAX: 203/329-1287. 


Positions Wanted 
Publications 
Residential Schools 
Universities 


Conferences & Exhibitions 
Courses & Seminars 
Education 

Fellow ships 

Hotels & Accommodation 









For QUALITY response... advertise in this section 


A vital Communications tool 
for Cbina traders 


Just Released 






China Telex & Fax Directory is a 
vital communications tool for all China 
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Year of listening digitally 


ne of the safest predictions about 

1992 is that it will be the year 

when digital audio finally goes 

recordable. But how is not so easy 
to predict. 

Two new audio formats will vie for 
public acceptance this year. The digital 
compact cassette (DCC) is expected to be out 
of the gate in the first half of the year. This 
format was developed by Dutch consumer- 
electronics giant Philips with help from its 
Japanese counterpart, Matsushita. In the 
second half of the year, Sony Corp. plans to 
introduce its Mini Disc (MD), a recordable 
digital-audio format. 

The big question is which format will 
consumers prefer: the evolutionary DCC or 
the revolutionary MD. 

The companies are crossing their fin- 
gers. With growth in the US$100 billion 
consumer-electronics industry levelling off, 
they could do with a winner. The last thing 
the companies need is a rerun of the fiasco 
that occurred with digital-audio tape (DAT). 
Introduced by Sony on the Japanese market 
in 1987, DAT was widely tipped to replace 
the cassette in the same way that the com- 
pact disc (CD) was replacing the vinyl 
record. 

But DAT's ability to produce perfect 
copies caused the format to run afoul of 
record companies worried about piracy. 
After years of legal wrangles, a copy-pre- 
vention mechanism was developed that 
enabled users to make first-generation cop- 
ies but prevents the recording of second- 
generation ones. 

Even so, record companies have not re- 
leased many pre-recorded tapes in the DAT 
format, which has languished as a result. 
Today, the only people interested in DAT 
are audiophiles and computer companies, 
which use DAT to store back-up copies of 
their files. 

DCC, the first commercial version of 
which was unveiled by Philips at this 
month's consumer-electronics show in Las 
Vegas, is an attempt to learn from the mis- 
takes of DAT. DCC incorporates the same 


| copy-protection mechanism developed for 


DAT, but unlike the earlier format, it is 
“backward compatible." That is, DCC play- 


DAT players, no attempt was made to com- 
press the digital-audio data. As a result, a 
high-speed spinning drum such as the kind 
used in videotape recorders is required to 
read and write the vast quantities of digit- 
ally encoded information. 

By contrast, DCC players filter the infor- 
mation before recording, removing all the 
frequencies that the ear cannot hear. This 
reduces the data to a quarter of its original 
volume, small enough for static heads to 
deal with. As a result, sound quality is not 
as good as that of the CD or DAT formats, 
but Philips says no one will notice the dif- 
ference. 

Dispensing with the need for precision 
mechanical parts and high-adiustment ac- 
curacy makes DCC cheaper to manufacture 
than DAT. A second economic advantage is 
that pre-recorded DCC tapes can be mass- 
produced more efficiently than DAT ones. 
Because of the characteristics of the special 
metal tape that DAT uses, it takes as long to 


The revolutionary Mini Disc. 





duplicate a tape as to play it. DCC uses con- 
ventional chrome videotape, which can be 
copied at 64 times the playback speed. 

In addition to music, DCC tapes also 
carry a band containing information about 
contents, enabling DCC players to display 
timings and track listings like CD players. 
This additional band also allows listeners 
to select the tracks they want to hear. 
Nonetheless, tape is tape, and access by re- 


for mass storage in computer systems. ] 
recorded MDs play back just like reg» 
CDs. That is, digital ‘ones’ and ‘zeroes’ 
stamped onto the discs in the form of 
croscopic pits and planes. A player rec 
nises the markings by bouncing a la 
beam off them and noting the differen: 

Recordable MDs are coated with a le 
of special rare-earth alloy. Heating 
layer with a laser makes it susceptibl 
magnetisation. Information is recordec 
the form of dots with opposing magn 
polarities (north equals zero, south eq 
one). Ingeniously, information is read E 
using the same laser. 

In addition to being recordable, 
scores over its compact forbear in one o 
significant respect. As anyone who 
ever gone jogging with a CD player will 
you, the pick-up tends to jump w 
jarred. This is also a problem in cars c 
ing over bumpy roads. Partly becaus 
this problem, cassette players remain 
technology of choice for automobile aj 
cations. And the market is huge: one ot 
every three of the 60 million tape pla 
that Japanese companies make this : 
will end up in a car. MD outwits the p 
lem of jumping by the use of memory c 
that store the next three seconds of m 
So long as the pick-up returns to whe 
was within three seconds, the listener 
never know the difference. 

Even though the technology is rem 
able, several questions about MD's com 
cial viability remain to be answered. O 
the manufacturing cost. Although disc. 
cheaper to make than tapes, MD pla 
with all their wizardry are much mort 
pensive to produce. Early estimates ] 
MD players at US$700, compared * 
US$400 for DCC. That may not matte 
much if the product is a hit with affl 
Japanese youngsters. 

More serious is the question of cor 
ibility. DCC will play existing tapes. Ir 
dition, Philips has assiduously cultiv 
record companies, with the result 
when the product is released, the comy 
hopes there will be around 500 titles a 
able in the new format. 

Sony is trying to rally support fc 
— le. ik Ge A urhe 
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Wen I think back on the times 
I have shared with Yamaguchi-san, 

my "cultural advisor" on Japan, one 
particular episode sticks in my mind. 
Our two companies, his in Tokyo and 
mine in Australia, were included in a 
joint-venture to manufacture cars. 
Yamaguchi-san and his family had 
volunteered to be my host family 
during my three month stay in Japan. 
By the middle of February, we had 
shared many enlightening and often 
comical experiences. | 

On Valentine's Day, I discovered 
someone had placed a heart-shaped 
' box of chocolates on my desk. The 
card indicated it was from Eriko-san, a 
sweet young secretary from another 
section. My feeling of immense flattery 
lasted but a brief second as I 
remembered that I was a happily 
married man. The sudden the thought 
of a beautiful young woman taking 
interest in me was very surprising. 
Thankfully, I had a meeting to go to. I 
put the chocolates in my desk drawer 
and hurried off for the meeting, hoping 


all the while not to-encounter Eriko-san. 


When I returned from the meeting, - 
I almost fainted in shock. My desk Was 





30 Sweethearts | 








ay 


literally covered with heart-shaped 
boxes of chocolate from almost every 
woman in the company. And some of 
them were married as well! I hurriedly 
cleared them into my desk drawer. 
Yamaguchi-san had told me that most 
the people in the office liked me but 


this was too much. How was I to fend 


off the interest of so many women and 
let them know that I was not available? 

I rushed in a near panic into 
Yamaguchi-san's office, quickly closing 
the door behind me. 

*Williams-san. Is there something 
wrong? You look pale?" he said calmly 
from behind his desk. 


“I have a big problem, Yamaguchi 


san," I said, barley able to get the 
words out of my mouth. ^I am a happily 
married man but I get the feeling that a 
good number of women in this — 


company are becoming attracted to me” 


*What makes you think that?" he 
asked with a puzzled look. 

I motioned him forward and 
whispered, “Heart-shaped boxes of 
chocolates, Yamaguchi-san. The kind of 
which are reserved for loved ones like 
wives, fiances and... . well, new 
interests. I have received an untold 






number of boxes of SUdH chocolates 
from several women here. Some of 
them are already married! You must 
help me.” | 

My erstwhile friend let out a laug 
so powerful that he almost fell out o 
his chair. “It’s not a humorous 
situation!” I said. He motioned me « 
to his desk as he opened the drawer 
was filled to the brim with heart- 
shaped boxes of chocolate. 

“In Japan, Valentine’s Day is a tir 
when ladies give chocolate to all me 
Not just husbands and boyfriends, b 
bosses, co-workers and whoever else 
they wish. There is a sort of Valenti: 
chocolate competition amongst mer 
see who gets the most. Ten or Twen 
is average. Some get 50! But it’s all : 
harmless gesture of good will. You 
don't have to worry about it." 

I stood there a while watching hi 
double over with laughter as he 
explained. “Thank you for clearing t 
up for me, Yamaguchi-san," I said ir 
between his cackles. Just before I le 
his office I turned to him and said, 
“It was exciting for a moment to 
thought of another Robert Redfoi 
He — again. 1 
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st trade opportunities 
an American who has been T in 
kyo for more than two years, [have been | 
jjected to the endless American and- 
'anese propaganda war over the trade | 
balance. I am not writing to take sides | 
r to debate the efficacy of the Japanese 
tribution system. NE T 
However, I do want to say that great. |. 
portunities exist to exhibit American 
ducts in Japan. Naturally though, this - 
roives some initiative on the part of pri- 
e businesses serious about exporting, as 
posed to those which choose the easier - 
irse of wallowing in self-pity while | — 
nplaining to the U5 Commerce Depart- 8 
nt to do something about it. Jo. 
It: may interest the complainers to know |= 
t in central Tokyo the Commerc 
tt ip t operates the US Trade C 








id Tr m iiport “Mart, this modern facility: 
ists 500 m? of floor space and offers a 
it array of services. 
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Meet né client needs i is | half the story. - 
Meeting society's needs is the other half. 


We at Fuji Bank believe that 
servicing both the needs of clients and 
those of society represents the new standard. 
for banking excellence. Responding responsibly and 
sensitively to new environments is how Fuji Bank 
proves its commitment to improving - 
the quality of life for everyone. 


mtries pim space one oor below. 
maybe it just appears so since the USTC 
ilmost always empty while the others 
consistently packed to capacity with 
ir countries’ products. 
Sceptics would point out that exhibiting 
roduct at a trade show is a far cry from 
ietrating the local distribution network 
-it's the only reasonable start for a com- 
ty hoping to establish itself here. It gives 
individual consumer confidence in the 
'orter's. sincerity. and staying power. 
it is important in Japan. And itis cer- | 
cd better than Chrysler hairman L 










three-week-long de 
xhibition held one 

; ty USTE. Even though 
st of the products displayed are not 
exactly world class in quality, the 
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Currents Of Change. 


With over sixty years experience 


supporting commerce across six 


continents, Bank of America has the 


perspective to understand the forces 


that shape economic growth. And the 


strength to influence them. While 


others are simply responding to change, 


were active in directing its course. 


And helping our clients make the most 


of the opportunities it creates. 
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after Aung San Suu Kyi emerges.’ ‘as the 


chosen leader of her country” [TRAVELLER'S 
TALES, 16 Jan.]. A look at the current situa- 
tion in the Philippines, where Corazon 
Aquino was pushed from the role of a 
housewife to the president, reveals a fore- 
taste of what could happen in Burma after 
Suu Kyi becomes the ruling head of the 
government. = 

I do not have anything against Suu Kyi 
receiving last year's Nobel peace prize. But 


“the hypocrisy of the past Nobel prize selec- 


tion committees needs to be highlighted. 


As noted by Lintner, Suu Kyi's "active po- 


litical life lasted just under a year." For this 
she was awarded the peace prize, but Ma- 
hatma Gandhi who was the pioneer of the 
movement to which Suu Kyi pays alle- 
giance was ignored by the Nobel prize se- 
lection committees for 48 years. If Suu Kyi 
deserved the prize for being under house 
arrest for more than two years, then Nelson 
Mandela deserves equal recognition (at 
least to have shared the 1991 Nobel peace 
prize) for languishing i in pe for 27 years as 
a polial prisoner. | 


Osaka | , _SACHI SRI KANTHA 


Hidden costs ot golf courses oe 
The OE wil sot ar oe [rien south of 





0-6 milli gal 
at d many Western. countries, this 
scale of water consumption contributes to 
more frequent and prolonged droughts. It 
is hard to believe that the Philippines will 
be able to do better. 

Furthermore, golf courses are artificially 
created. The soil, to begin with, virtually 

always needs to be "improved" for the 
imported grass to grow up to the US Golf 
Association standards. To create artificial 
“lakes,” various types of soil-coagulating 
agents are used. And what about that 
added sparkle to the lawns' greenness for 
the cameras? The artificial colouring agent 
to buff up the lawns, too, is said to be car- 
cinogenic. 

More costs must be borne by taxpayers 
for maintaining golf courses for they are 
dependent on massive amounts of fertilis- 
ers, herbicides and pesticides. All this not 
to mention the longer-term costs in relation 
to, to name one example, the ever-ebbing 
water resources becoming at the same time 


: ‘nance Minister Datuk Anwar Ibrahim, 
help poor bumiputras, is one clear indi 





tion that poverty, which knows no race: 
creed, continues to be viewed from 
ethnic perspective. The elites within 

dominant political coalition simply ref 
to see that poverty in Malaysia is a } 
laysian problem and that it affects ev 
race. 

My question is: why doesn't the mii 
ter not talk about poverty among the Ir 
ans, Chinese and the Orang Asli. As 
know, to talk about poverty in gen« 
might not be politically advantageous 
the minister. The New Economic Policy. 
been a failure in terms of uplifting the px 
what guarantee is there that its succes 
might be any different. 
Bangi, Selangor 
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Early support for puppeteers 

Your article on the gentle art of Vietné 
ese water puppetry, Showboat to Ha 
[16 Jan.], rightly emphasises the unive 
appeal of this striking art form. The 

istry and dedication of the puppeteer: 
Water Puppetry House in Hanoi, anc 
the village puppeteers along the shore 
northern Vietnamese rivers, certainly. 

serves to be more widely known and c 
brated. 

Vietnam's puppeteers would, howe 
be the first to agree that their curt 
renaissance can to some extent be tra 
to 1984 when the Australian Govern 
decided to subsidise this unique art fo 
They owe a debt of gratitude to Bill H 
den, then foreign minister and now go 
nor-general of Australia, who took the 
aginative advice of his ambassac 
Richard Broinowski, and provided W. 
Puppetry House with water-resist 
paints, rubber diving suits and other m 
rials. This, in turn, led to their recent o 
seas tours and to the increasing popula 
of their art. 
Bangkok 
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— of Islam. | 

I have read with interest TRAVELLER'S T/ 
[12 Dec. '91] and Was surprised to read 
following sentence: ^. . . provincial Dh 
where Islam adds an extra complicatio 


definitions and loyalties” 


I wonder what. complication. Islam 
added to definitions and loyalties. Is 
is the only thing that has kept Dt 
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South Africa, that pariah 
of the international 
community, is changing 
its stripes. As apartheid 
withers, as majority Blacks and minority 
Whites manoeuvre for political 
advantage, the emerging "new South 
Africa" is presenting fresh opportunities 
— and dangers — for many of its long- 
time detractors. New Delhi bureau chief 
Hamish McDonald reports that, for 
countries like India, the impetus for 
constructive engagement with South 
Africa lies not only in trade but also 
concern for a large Indian minority 
worried about its future role and safety. 
East Asia-based REVIEW correspondents 
report that countries such as Taiwan, 
Japan and Hongkong are moving 
rapidly to forge trade, investment and 
communications links or to strengthen 
existing relationships. But, while the 
rush gathers momentum, the fears 
persist — among them the risk of 
political collapse caused by communal 
hostilities, and concern over the 
nationalisation policies of the African 
National Congress 22 
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the first move to identify Asean finds a — (10). 


peacekeeping bill and the eruption of the 
Fumio Abe bribery scandal, the three 
main opposition parties are moving 
closer to agreement on cooperation in 
fielding joint candidates in the Upper 
House elections scheduled for July. 


Private Reservations 
Singapore's Prime Minister Goh Chok 
Tong devoted some of the time spent in 
bilateral talks with his Asean partners to 
brief them on discussions with 
Washington about a further deployment 


conference that he would prefer only 
one US naval ship to visit Singapore a! 
any one time to avoid "social and 
political problems." 


A Taste for Soap 

Hutchvision, the television unit of Li K 
shing’s Hongkong-based corporate 
empire, is preparing to add a sixth 
channel to its current pan-Asian 
broadcasting slate. Hutchvision's Star- 
TV is planning a Hindi-language chanr 
to cater to unexpectedly strong deman 
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eak out 32 
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ar the fall of South Vietnam, are 
ected to be resumed by March. Talks 
normalisation of relations have been 
d in Bangkok, with Hanoi pressing 
early ties in order to reopen trade 

1 to attract investment from South 
rea. The re-opening of ties with 

'tnam is expected to lead to similar 
ith Korean overtures to Laos and 
mbodia. 
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refrigerators to snake wine. But as 
correspondent Tai Ming Cheung reports, 
the transition is having mixed results. 
Many of the plants, deliberately built 
deep inland, are cut off from markets 
and are hopelessly out of date 40 
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Indonesia's human-rights record. 
Indonesia is expected to come under 
heavy attack in the current session of the 
UN Human Rights Commission for its 
policies in East Timor, where about 50 
youths were killed by Indonesian 
soldiers during a pro-independence 
demonstration in November 1991. 
Diplomatic sources say Alatas will 

visit London, Bonn, Brussels and The 
Hague, in addition to Ottawa and 
Washington. 
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are getting the travel bug again 48 


Mongolia : Economies 

An arduous winter lies ahead, with 

the economy slumping as the transition 
to a free-market system runs into 
trouble 49 
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Macau Canidrome Club, increased her 
shareholding in the privately held 
consortium to a level higher than 

her brother’s with the purchase of 

12% of STDM stock from founding 
shareholder Teddy Yip, who is in poor 
health. 


Casting a Wide Net 

Dissatisfied with the talent available to 
replace him within the ranks of the 
Hongkong Bank, outgoing chairman 
William Purves is said to be considering 
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ASEAN 


Six leaders agree on free trade area targets 


Action at last 


3y Michael Vatikiotis in Kuala Lumpur 


sean leaders concluded their 

fourth summit with a pledge to 

“move towards a higher plane” 

of political and economic coop- 
ration. Unlike previous vague declara- 
ions by the six-nation organisation, this 
yne may turn out to mean something. 

Breaking an old habit of shunning spe- 
"fic plans of action, the Asean heads of 
zovernment, meeting in Singapore opted 
‘or a firm statement on security, an agree- 
nent binding them to closer economic co- 
»peration and a commitment to set up an 
Asean free trade area within 15 years. 

Officials from Asean countries felt the 
yutcome of the 27-28 January summit re- 
lected the regional association’s urgent 
eed for a boost of confidence. Comparing 
t to the first Asean summit in Bali 
n 1976, one senior Asean official 
lescribed the Singapore summit as 
1 watershed. 

“What we have achieved here 
during the past two days is more 
than just building on our past suc- 
zesses," said Thai Prime Minister 
Anand Panyarachun. "We have en- 
larged the vision of what Asean is 
all about." 

The central focus of that new vi- 
sion is economic, and in this respect, 
the summit's main achievement was 
the adoption of measures to enhance 
economic cooperation. 

The first of these was a "Frame- 
work Agreement on Enhancing 
Asean Economic Cooperation." Ori- 
ginating as a proposal by the Phi- 
lippines for an Asean economic 
treaty, this somewhat less than im- 
posing document nonetheless binds 
Asean members to strengthening 
economic cooperation. 

More specifically, recognising 
that a past stumbling block has been 








the difficulty of achieving a full consensus 
on how to proceed, the agreement states 


Mahathir and Goh: matching 





within Asean and between Asean and non- 
Asean states. This is a boost for Singapore's 
growth triangle linking the economies of 
Johor in Malaysia, Riau province in Indo- 
nesia and Singapore. 

Most significantly, however, the agree- 
ment binds Asean to the establishment of 
an Asean Free Trade Area (Afta) within 15 
years beginning 1 January 1993. Proposed 
last year by Anand, Afta received swift 
endorsement by Asean economic ministers 
and, by Asean standards, moved quickly 
on to the summit agenda. 

Speaking at the opening of the summit, 
all six heads of government agreed on the 
need for greater economic integration in 
the face of growing economic regionalism 
and the prospect of more intense competi- 
tion for foreign investment in the region. 
Singapore Prime Minister Goh Chok Tong 
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other trade blocs. 


spoke of the single European market and 
the North American Free Trade Agreement 


procedure, officials warn. Already, 
accommodate the reservations of so 
member countries, the original timefra 
for Afta has been extended from 10 to 
years. 

"Thailand is taking a forward-look 
approach. Singapore, which already has 
open market, has everything to gain fr 
Afta," said a Singapore-based diplon 
But Indonesia, with its precariously tł 
anced export-led economy, is less hay 
about a swift transition to Afta. For ! 
reason, its suggestion of a "Common 
fective Preferential Tariff" (CEPT) v 
adopted as the mode of transition towa 
Afta. 

Working on the principle that As 
moves as fast as its slowest member, C 
became the mechanism for establish 
Afta, involving the accelerated reduct 
of tariffs on 15 groups of prodi 
3 in 15 years. By then it is expec 
that tariffs on these products 1 
range between nil and a maxim 
of 5%. Observers were surprised 
progress made on the broadenin; 
categories for tariff reduction, wF 
now include capital goods. At 
end of the summit, Anand pled; 
to reduce Thailand's maximum 1 
of tariffs on manufactured good: 
30% by 1 January next year. 

Enthusiasm for Afta abour 
but the Philippines has already 
dicated it will opt out of tariff « 
on cement, as it is allowed to 
under the so-called "six minus 
formula." Economists also point 
that the list of excluded prodi 
has yet to be drawn up. Accord 
to Malaysian economist Mohar 
Ariff: "Much will depend on 
exemption list, which is antithel 
to the whole [Afta] concept. It's 
taking away the cream and leas 
the crumbs." 

The atmosphere at the sum 
was somewhat soured by disagreem 
over how best to proceed with Malay: 





ork. “By taking this step, it will be easier 
' persuade Japan and [South] Korea to 
in, and the US will find it hard to op- 
ose,” said a senior Indonesian official. 

Malaysia rejects the Apec setting for 
\EC, arguing that East Asian countries 
wuld be able to set up their own group- 
g independently of the US. “We do not 
nderstand why we are not allowed to 
ak with each other, or even call each 
her East Asians," said Malaysian Prime 
linister Datuk Seri Mahathir Mohamad in 
is opening address at the summit. 

By this time, Indonesia had effectively 
iocked EAEC's immediate implementa- 
on, though it failed to prevent its en- 
orsement in the declaration as a mecha- 
ism "which could contribute to expand- 
ig cooperation among the region's 
'onomies." As far as Malaysian officials 
ere concerned, face was saved, though 
npartial observers say that by referring 
\EC to a committee for further study, it 
wld, in Asean terms, have been laid to 
st. 

Indonesia also had its way on the major 
olitical issue confronting the summit. This 
'as how best Asean should formally tackle 
ie issue of regional security. Confronted 
y the rapidly shifting global strategic en- 
ironment, several countries in Asean, led 
y Singapore, favoured establishing closer 


onsultative links with major regional 


owers. Singapore introduced the idea of 
iviting the five permanent members of the 
N Security Council to accede to Asean's 
reaty of Amity and Cooperation (TAC). 

But Indonesia argued that, though tech- 
ically feasible, inviting non-Southeast 
sian accession to TAC could also invite 
sternal interference in the region. It was a 
mvincing argument, and the idea was 
ropped. 

Asean did move a step closer to creat- 
g a forum for regional security discus- 
ons, however. The Singapore declaration 
ated that Asean should intensify external 
ialogues in political and security matters 
y using the Asean Post Ministerial Con- 
rences (PMC). “The PMC has been evolv- 
ig as a forum for dialogue on security; 
ow it is clearly stated," said an Asean of- 
cial. 

Observers saw this as part of a broader 
fort to come to grips with the growing 
security dimension of the region. The sum- 
it approved two new dialogue partners, 
hina and India. Vietnam and Laos will be 
.vited to accede to the TAC as a first step 
»wards membership of Asean. Cambo- 
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pz dorsement on 25 January of Fidel 
Ramos as her candidate for the 


presidency has carved out of the pro-ad- 
ministration camp a new political party 
with the former defence secretary as its 
standard bearer. 

Its core consists of politicians led by 
Aquino's relatives, principally the presi- 
dent's uncle and House of Representatives 
majority floor leader Francisco Sumulong. 
But the real strength of the Aquino-Ramos 
camp is that it is emerging as the pre- 
dominantly big-business backed party, 
while awkwardly trying to appear as a 
grassroots and middle-class popular 
movement. 

The organisation's name — the EDSA- 
LDP Party of the Philippines — reflects its 
attempt to depict itself as the legitimate 
heir of the 1986 people-power uprising 
which ended the Marcos dictatorship. 
People power was first projected at 
Epifanio de los Santos Avenue in front of 
the military bases in the area where Ramos 
and other rebels held out against Marcos. 

The LDP refers to the ruling Laban ng 





—— backs Ramos as candidate for president 





full 


ty's straw vote on 30 November. 
The formation of the EDSA-LDP he 
prised away a segment of the ruling LE 


but can hardly be said to have split th 


party. This is indicated by party affiliatior 
of the 196 members of the House of Re 
resentatives, who are elected from provi 
cial or sub-provincial (district) constituet 
cies. The LDP originally accounted for 15 
congressmen but its strength was reduce 
to 146 when 12 members of the party di 
fected to former Marcos associate Eduard 
Cojuangco's camp in October last yea 
With another 25 members defecting | 
Ramos' party, the LDP, with its 121 coi 
gressmen, still dominates national politic 

What has so far limited the damage ! 
the LDP is the neutral stance taken E 
Aquino's younger brother Jose Cojuange 
the party's general secretary. Althoug 
expected to support Ramos, Jos 
Cojuangco attended the LDP convention c 
25 January at which Mitra was formal 
nominated as the party's presidential ca: 
didate. However, he left the conventic 
without openly endorsing Mitra and aft 
giving a neutral speech calling for unit 
Jose Cojuangco has made no public stat 
ment of his position but there are repor 


REGIONAL AFFAIRS 


1 May elections, Aquino’s support and the 
organisation of the EDSA-LDP may have 
»een too late to save Ramos. In any case, 
Aquino's support was a last-ditch effort 
ifter the strategy of having Ramos nomi- 
tated through the LDP straw vote proved 
o be a failure. 

To counter Mitra's political machine — 
which has been widely dismissed as that 
of a "traditional politician" — Ramos and 
Aquino have been trying to depict the 
;DSA-LDP as a new type of party counting 
m the support of non-governmental or- 
ranisations (NGOs) and other popular 
"roups. 

This hardly rings true: many of the 
'ountry's grassroots NGOs have been apa- 
hetic towards Ramos, whom they view as 
':aving been responsible for human-rights 
riolations by the military not only during 
he Marcos years but even under Aquino's 
idministration. 

Already, Ramos has been put on the 
lefensive by questions over his role in 
naintaining martial rule for a decade. 
amos headed the Philippine Constabu- 
ary (PC) during most of the Marcos mar- 
ial-law period. If he had not come out in 
upport of the military mutiny during the 
'ebruary 1986 uprising against Marcos an 
nvestigation would have been held into 
tis responsibility for human-rights viola- 
ions by the PC during the Marcos years. 

Ramos has never identified himself 
vith a functioning NGO, but has instead 
ried to establish his own people-power 
'rganisations, most of which turned out to 


be empty shells. Before 
joining the LDP, his politi- 
cal vehicle was the United 
People's Power Move- 
ment. After quitting the 
ruling party, he set up the 
so-called Partido Lakas 
Tao (People Power Party), 
which now seems to have 
been discarded in favour 
of the EDSA-LDP. 

The value to Ramos of 
Aquino's endorsement is 
unclear, since there has 
been widespread disap- 
pointment over her gov- 
ernment's economic track 
record. Mitra supporter 
Sen. Heherzon Alvarez es- 
timates that at most Aqui- 
no's support will give Ramos “a 5% boost" 
while Ramos himself claims it will mean a 
“20 to 25% advantage." 

Unlike its predecessors, the Aquino ad- 
ministration may not be able to use the 
government's resources to support its can- 
didate. The austere 1992 budget law, cou- 
pled with the Local Government Code, 
contains specific provisions allowing dis- 
bursements of public funds only on a 
quarterly basis and requiring automatic 
fund releases to local government units 
without the discretion of the president. As 
the ruling party, the LDP has, in any case, 
managed to have many of its officials ap- 
pointed to government positions. 

Aquino's endorsement is thus mainly a 





Ramos: business support. 


jump-start for a politi 
machine which is likely 
be fuelled by a major 1 
tion of the country's 

business. Businessmen 
Ramos as the approxir 
tion of a strongman lea: 
who can maintain the : 
litical stability they war 

It is also widely ` 
lieved that part of Ram 
original financial back 
came from Chinese-F 
pino businessmen who 
turn have links with 1 
wan. One explanation 
this may be that Ram 
father, Narciso, develor 
close links with Taiwan 
business leaders wh 
serving as ambassador to Taiwan un 
Marcos. 

Business support for Ramos is reflec! 
in a letter sent to Aquino on 10 January 
Manindigan, an organisation of top cor 
rate executives and businessmen active 
the anti-Marcos struggle. The letter urg 
Aquino to endorse Ramos and former cl 
justice Marcelo Fernan as a team. 

The letter was signed by the organi 
tion's head, Ramon del Rosario, Jr, whe 
also chairman of the AsianBank Cor 
jointly owned by firms controlled by : 
Soriano family, Benguet Corp. and the 
ment-based Phinma group of compani 
The other signatory to the letter w 
Manindigan president Francisco Licuar 
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Nuclear warning 


cently staved off hawkish domestic op} 
sition to make overtures to North Ko) 
in the hope of drawing it into the inten 
tional community and persuading it 
give up its nuclear-weapons programr 





By Susumu Awanohara in Washington 


At its highest-level contact with North 
Korea in four decades, the US has con- 
veyed its seriousness about thwarting 
Pyongyang's nuclear ambitions. 

The venue was a 22 January meeting 
in New York between US Undersecretary 
of State Arnold Kanter and Kim Yong 
Sun, international director of the North 
Korean Workers' Party. The two sides 
have been meeting at lower diplomatic 
levels in Peking, but it was apparently the 
first time that the nuclear issue was raised 
forthrightly by the US. 





clear that North Korea was expected to 
submit to inspections of its nuclear pro- 
gramme by the International Atomic 
Energy Agency (IAEA) under the nuclear 
non-proliferation treaty (NPT) and under 
the more intrusive North-South nuclear 
agreement initialled in December. 
Washington is known to have given 
Pyongyang a deadline some time in the 
spring for compliance. US officials say 
they now have incontrovertible evidence 
that Pyongyang is developing a nuclear 
bomb. Pyongyang denies this. There has 
been open talk in the US of "coercive 
measures" against North Korea, includ- 


there is an abiding fear that Pyongyang 
not negotiating in good faith and that i 
only buying time to complete its fi 
nuclear bomb. This fear is compound 
by a feeling that the North has been g 
ting rewards without giving much in 
turn. 

Last September, President Geor 
Bush announced a plan for nuclear-ar 
reduction, including withdrawal 
ground-launched short-range nucle 
missiles, believed to be then deployed 
South Korea. Later, the US decided 
withdraw nuclear weapons carried 
bombers, too, which some thought shor 
remain in South Korea as a bargaini 





II, one of the highest ranking executives of 
he Ayala Corp. group of companies. 

Despite this impressive show of support 
he Philippines’ business sector remains 
ragmented in its political allegiances. 
'ernan still has the support of Cebu-based 
'usinessmen while Mitra also has allies 
ven among the Chinese-Filipino business 
ommunity. 

Aside from his lack of a strong organi- 
ational base, Ramos, a Protestant, is 
andicapped by the fact that the Catholic 
:hurch hierarchy will not support a non- 
'atholic presidential candidate. The church 
aturally fears losing its traditional influ- 
nce in government. More specifically, 
here is the apprehension that a non- 
-atholic president might want to change 
e country's conservative marriage and 
irth-control policies. 

Aquino's endorsement of Ramos has 
uzzled many observers, but may be ex- 
licable by the over-used concept of utang 
a loob (debt of gratitude) often cited by 
Vestern sociologists to explain the work- 
igs of Philippine society. Ramos is with- 
ut doubt responsible for Aquino's sur- 
ival, because of his crucial refusal to join 
Ye coup attempts during her six years in 
1e presidency. Aquino's endorsement 
ius appears to be her payment for that 
olitical, and even personal, debt. 

The irony is that this Filipino debt-of- 
ratitude cultural norm is the same moti- 
ating principle underlying Mitra's LDP 
nd its "traditional politics," which Aquino 
ays she has chosen to oppose. u 





ye cancellation of this year's Team 
pirit joint exercises as additional en- 
cement for Pyongyang to fulfil its nu- 
ear obligations. 

In contrast to these "carrots," the 
nly "stick" that Pyongyang got from 
1e US was the decision to stall plans 
a further drawdown of US troops 
om South Korea. 

At the New York meeting, Pyong- 
ang officials complained to their US 
»unterparts of Japan's capacity to 
roduce and stockpile plutonium. 

US officials dismissed North Korean 
»mplaints, pointing out that Japan's 
uclear programme is under full IAEA 
ifeguards and that, at any rate, 
yongyang's obligations under the NPT 
id the North-South nuclear agreement 
ave nothing to do with Japan. 

But there is unease that Pyongyang 


CAMBODIA 


UN peace process dented by killing of official 


Murderous instinets 


By Nate Thayer in Phnom Penh 


he assassination of an outspoken 

I government official has shaken the 
surface calm of the Cambodian 
capital and dented the UN's efforts to in- 
duce a change in how this politically riven 
and economically shattered country is run. 

Tea Bun Long, a senior official in charge 
of religious affairs who is known to have 
publicly criticised corruption among ruling 
party cadres in recent months, was ab- 
ducted by men in a military vehicle outside 
his Phnom Penh house on 22 January. 
Government sources said he was then 
taken outside the city and shot dead by his 
abductors the same night. 

An Interior Ministry official said: "We 
have no idea who committed the murder." 
Diplomats and opposition leaders sug- 
gested Long's killing was ordered by a 
powerful faction within the government 
which is afraid of losing power in the lib- 
eralised political situation brought about 
by UN intervention. 

Some diplomats believe 
that, despite guarantees of 
broad freedoms under the 
UN-brokered peace ac- 
cord, it may be impossible 
to organise free elections 
while the government's 
critics continue to be the 
target of intimidation. It is 
said to be the work of sen- 
ior government leaders 
who have split with Prime 
Minister Hun Sen over the 
terms of the peace accord. 
"The political killings have 
begun. This was a warning 
shot to all of us. Long's 
murder could only come 
from the very top," a po- 
litical activist in Phnom Penh said. 

“I am very, very worried by the assas- 
sination," Prince Norodom Sihanouk, head 
of state and neutral leader of the Supreme 
National Council (SNC), said in an inter- 
view with the REVIEW. "The truth is there 
are some who want to delay the elections 











Sihanouk: worried. 


head. It is not my army, not my politic: 
As head of the SNC, Sihanouk presides ov 
a neutral organisation which has rep: 
sentatives from all Cambodian factior 
including the Phnom Penh government. 

"We cannot say that Phnom Penh 
very peaceful now,” Sihanouk went o 
"According to rumours, it is a politic 
crime . . . The government of the state 
Cambodia is responsible for stability ar 
creating a neutral political environmer 
The truth is there is no neutral politic 
environment now." 

UN officials have also taken a very s 
rious view of the Long murder. "If it is 
political killing, in the context of the pea 
agreement, it is very serious," said Abd 
Karim, the head of the UN Advanc 
Mission in Cambodia (Unamic). Unamic 
responsible for implementing the Octob 
199] peace accord but has been grave 
handicapped by shortages of funds ar 
personnel. 

Many activists from the three faction 
„ Opposing the Phnom Per 
* government as well ; 

critics from within the rv 

ing party say they hay 
halted all public activiti 
as a result of the assassin 
tion and other recent inc 
dents of intimidation. TI 

incidents, which the o] 

position claims are tl 

work of the ruling party 

secret police, have ii 

cluded arrests, threats an 

the disappearance of 0] 

position party workers. 

The much feared secr 
police are controlled by tl 

Interior Ministry whic 

claims to have no clues ; 

to who is responsible fi 
recent incidents. Senior officials from tl 
ministry were summoned to the roy. 
palace on 25 January to hear Sihanou 
condemn political intimidation and di 
mand a full investigation into the assass 
nation. 

The four Cambodian factions — tl 
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'yongyang calls for 
ummit with Seoul 


In what could be a crucial point in the 
ursuit of detente on the Korean 
eninsula, North Korea's President Kim Il 
ing has suggested holding a summit 
ith his South Korean counterpart, Roh 
ae Woo, next month or in March, 
xcording to Kim Woo Choong, chairman 
f the giant Daewoo group. Kim Woo 
hoong, who visited Pyongyang in late 
inuary at the invitation of the North, 

iid he was asked to convey this message 
' Roh. He also said Daewoo plans to 
ivest up to US$20 million for a textile 
ictory in the North Korean city of 
lampo, supervised by managers sent 
om Seoul. The summit suggestion and 
ie South's plans for investment in the 
forth, coming after the signing of 
zreements in December banning nuclear 
'eapons from both Koreas, have raised 
opes for an early ending of the Cold 

lar on the peninsula. 


lilitia generals lead 
fghan mutiny 

Three militia generals of the 
eleaguered Kabul regime have mutinied 
ad taken control the two northern 
fghan provinces of Smangan and 
lazar-i-Sharif, according to the Hizbe 
lami guerilla group led by Gulbuddin 
lekmatyar. The three generals — Rashid 
ostum, Mansoor Nadiri and Momini — 
ave arrested the Kabul regime's northern 
one commander, Gen. Jumma Asak, and 
number of other army officers. 
]though no independent confirmation 
ras immediately available, the guerilla 
aim is in line with earlier reports that 
abul had alerted its troops to be ready 
» put down possible mutiny by militia 
enerals in some areas. 


'alks on withdrawal 

rom Vietnam base 

* Russia is planning to send a military 
elegation to Vietnam in April or May to 
egotiate a withdrawal from the Cam 
anh naval base, a Russian diplomat in 
fanoi told journalists. The former Soviet 
Inion had begun in 1989 to withdraw its 
rarships and aircraft from Cam Ranh, 


More Arakanese 
flee to Bangladesh 


> Asa result of Burmese army 
operations against rebels in northern 
Arakan province, begun in November, 
thousands of refugees continued to stream 
into Bangladesh during January. 
Bangladeshi officials said about 25,000 of 
the mostly Muslim Arakanese crossed the 
border during the month, bringing the 
total to over 60,000 and straining the 
resources of a region still recovering from 
last May's catastrophic cyclone. All-India 
Radio reported that about 1,500 Burmese 
had fled into adjacent Indian states. 


Japan, Russia agree 

on treaty discussions 

> Japanese and Russian foreign-policy 
experts will begin new discussions in 
February on a formal peace treaty ending 
World War II. The agreement was 
reached at a meeting in Moscow between 
Japanese Foreign Minister Michio 
Watanabe and his Russian counterpart, 
Andrei Kozyrev. The latter is expected to 
visit Tokyo in March for further talks. 
High on the agenda will be discussions 
on four disputed islands in the Kurile 
chain which have been under Moscow's 
control since the end of the war. 





Timorese face jail 
in documents case 


> Indonesian prosecutors have 
demanded that a court in East Timor 
sentence three Timorese to jail terms of 


involvement in a pro-independence 
demonstration on 12 November in whicl 
at least 50 Timorese were killed by 
Indonesian security forces. 


China stands firm on 
Middle East arms sales 


> China formally 
established 
diplomatic ties with 
Israel and joined the 
Middle East peace 
process but did not 
offer visiting Foreign 
Minister David Levy 
any concessions on 
its arms and nuclear Li. 

technology sales to 

Arab states. After talks with Premier Li 
Peng and Foreign Minister Qian Qichen, 
Levy termed as "fair" China's insistence 
that it should not have to halt arms sale: 
unless the US and other powers did so a 
well. Israeli officials confirmed there wa: 
at least a decade-old military relationshi] 
between their countries, though Levy sai 
press reports of arms deals were “greath 
exaggerated.” 





Taiwan opposition 

protests over election 

> Taiwan's opposition Democratic 
Progressive Party staged a post-election 
rally in the southern county of Changhu 
over the involvement of gangsters in loc 
politics. Some 2,000 people protested on 
26 January against violence and vote- 
buying in the district during last 
December's election for the National 
Assembly. Party officials said that 
Changhua was the most blatant exampk 
of corrupt political practices on the islan 
One defeated opposition candidate and 
his family were attacked by thugs after 
the protest. 


Malaysia clarifies 

stand on island row 

> Malaysia has decided to settle 
Singapore's claim to Batu Puteh island 
by using legal principles instead of 
history. The decision, announced by 
Prime Minister Datuk Seri Mahathir 
Mohamad in Singapore, is a clear 
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us 500 YEARS since Spain t. But the energy of the people is no museum piece. 


The passion lives on. Sp ces the age of technology. But true to its colours, it does so with an 
optimism uniquely Span uld stage three major world events in one year that 
succeed in looking forwa e eye on preserving the traditions of art and culture? 
But then who el t once were castles? And where else can you see the 
brush strokes of genius 2 r own? In such a country, the real spectacle is life 
itself. Everywhere it is live nto the streets of every village and every town. But 
even in a place so rich i ke being a vintage year. The year of the Olympics. The 
year of Expo'92. The year c 


ope. Spain is having a party. And everyone is invited 


to paint the town red. And yellow 
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Where Japan can help 


n 16 October 1991, Japan was 

elected to serve another two-year 

term as a non-permanent mem- 

ber of the UN Security Council. 
us is a role that Japan will undertake in a 
irit of service to the community believ- 
g that the UN embodies common human 
pirations. 

At the same time, Japan's re-election to 
e Security Council serves to highlight the 
ct that there are conflicting views over 
e direction that Japan's foreign policy 
ould take in the post-Cold War era. 
me see the nation becoming more inter- 
itionally minded, and are expressing 
rong hopes that Japan will be accorded 
'rmanent membership of the Security 
»uncil. 

Others see a contrary trend. According 
this second scenario Japan will gradually 
»wnplay its ties with the US and become 
3s inhibited about using its military capa- 
lities as a tool of diplomacy. 

The debate over the future has taken 
ace against a background of some 
ssatisfaction with Japan's present diplo- 
atic stance. This includes some doubts 
out the position the UN occupies in Ja- 
in’s diplomatic policy in this turbulently 
anging world. 

The UN, in my view, has three basic 
nctions. First, it exists to formulate stra- 
zies to resolve world dilemmas as an in- 
"national decision-making body. Second, 
tries to implement the decisions reached. 
uird, it maintains an organisational 
imework to support these two goals 
nich requires, among other things, logis- 
al funding. 

Let us look to the record. With regard 
the third requirement, an organisational 
umework, Japan's contribution to logisti- 
| support can be given a grading of "very 
od." It is the second-largest contributor 
UN funds. 

Japan's contribution to the UN's second 
nction, the implementation of its deci- 
ms, has generally been rated highly, ex- 
ot that Japan's constitutional as well as 
rious political constraints have limited its 
e in UN peacekeeping efforts. 


By Motoo Shiina 


achieved an unprecedented level of eco- 
nomic success. 

Most people in Japan take pride in the 
country's achievements and want to see 
them accorded some international respect. 
One step towards achieving this sort of re- 
spect might be for Japan to attain perma- 
nent membership of the UN Security 
Council. 

But Japan's psychological need for re- 
spect for its achievements may not be the 
point that should concern us most. More 
important is the question of what sort of 
stand Japan is likely to take in the face of a 
dramatically changing world. It is easy to 
hope that the UN will play a central role in 
formulating a new world 
order, but it is an illusion 
to assume that this or- 
ganisation is capable of 
solving every interna- 
tional dispute. 

The most worrying 
reality we face at present 
is the possibility of a 
power vacuum in the af- 
termath of the Cold War. 
It is abundantly clear that 
the power of the former 
Soviet Union has now 
vanished. In fact, the 
rigid beliefs on which the 
Soviet empire was based 
have been entirely dis- 
credited within its previ- 
ous boundaries. 

But it does not neces- 
sarily follow that the be- 
liefs of the US have pre- 
vailed. Despite the Bush 
administration's impres- 
sive Middle East peace 
initiative it would be too 
much to say that the in- 
fluence of the US is now 
on a firm upward trend. 
Another issue that the world faces is the 
economic crisis brought on by the collapse 
of the “East.” 

What the world desperately needs are 
nations with the resources and technoloev 





Japan can assume an honoured positio 
within the world community only when 
recognises that the efforts that it makes t 
ensure the peace and stability of the worl 
are also vital to ensuring its national inte: 
ests. 

Once this is grasped it should be clec 
that Japan also has no option but to cor 
tinue with its present policy stance. Thi 
involves maintaining the Japan-US allianc 
and, at the same time, assuming a greate 
decision-making role at the UN. 

If business terms can be applied to th 
field of international relations we migt 
say that diplomacy has been turned int 
one of the world’s fastest growing ir 
dustries. However, pui 
suing effective diplc 
macy is something els 
again, particularly for 
country like Japan whic 
has renounced militar 
might and must rel 
solely upon the power c 
persuasion. 

Like its neighbour: 
Japan's most immediat 
concern is the peace an 
security of the Asia-Pa 
cific region. To ensur 
this, it will continue t 
adhere to the Japan-U! 
Security Treaty, unti 
such time as the UN — 
in the opinion of botl 
governments — can re 
place this treaty's role ii 
maintaining the peace o 
the region, as is provide 
for in Article 10 of th: 
Treaty. 

The diplomatic objec 
tive of overriding impor 
tance for Japan is to be 
come more involved ii 
the UN, particularly ii 
the formulation of its future strategies. h 
the meantime, Japan should continue t 
place top priority on maintaining the firn 
ties that it enjoys with the US, and or 


workine outa rational division of roles ane 
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HILIPPINES 


erarian-reform programme fails in its objectives 


tepeat offenders 





t Rigoberto Tiglao in Muntinlupa 
ncarcerated since 1990 in this maxi- 
| mum-security prison south of Manila 
for hardened criminals the nearly for- 
tten peasant leader Jaime Tadeo has be- 
me a symbol of the Philippine farm 
orkers’ plight and the Aquino adminis- 
ition’s failure to do anything much about 


Tadeo — head of the Kilusang 
agbubukid ng Pilipinas (KMP, or Peasant 
ovement of the Philippines) and a 
ember of the 1986 Constitutional Com- 
ission — was imprisoned after a KMP 
otest he led on 22 January 1987 ended in 
e killing of 18 demonstrators by riot- 
mtrol police and soldiers. 

The so-called "Mendiola Massacre" 
fter the name of the bridge near the 
alacanang presidential palace, where it 
curred) at that time appeared to be the 
se that could lead to the collapse of the 
-month-old Aquino regime. Yet Aqui- 
*s officials deftly manoeuvred the public 
itcry against the massacre — the worst 
ich incident in the country's history. 

Tadeo and other KMP leaders had their 
edibility undermined by a barrage of 
ibversion charges, all later dropped. The 
endiola incident itself was dismissed by 
1 Aquino-appointed fact-finding com- 
ission as resulting from attempts by the 
^monstrators to break a military-erected 
ricade. 






Jaime Tadeo: resurrected symbol. 

Military and police officials responsible 
for the incident went on to assume higher 
positions in the Aquino government. 
Among those whose careers might have 
been damaged by the affair were army 
chief of staff (and now presidential candi- 
date) Fidel Ramos, Philippine national po- 
lice director-general, Cesar Nazareno, and 
the head of the national bureau of investi- 
gation, Alfredo Lim. 

Five months after the killings, as the 
KMP continued its protest demonstrations, 
government prosecutors managed to ob- 
tain a conviction against Tadeo on a 1982 
corruption charge, originally lodged by the 
Marcos regime. This involved à sum of 
P126,981 (US$4,800), the assumed value of 
a consignment of rice which a cooperative 


headed by the peasant leader alleged! 
failed to deliver to a government agenc 
Tadeo was sent to jail three years later aft 
failed appeals against the conviction. 

Tadeo and the Mendiola Massacre hav 
now receded from the public mind. Nor 
of the aspirants for the Philippine pre: 
dency in the May elections have eve 
bothered to include in their campaig 
platforms a mention of the Aquino go 
ernment's failure to carry through e 
agrarian-reform programme which Aquir 
once described as the centrepiece of hi 
administration. 

This is remarkable given that, as of Jur 
1991, only 31% of the programme's targ 
4.13 million ha had been given to farme 
or tillers. Even these figures overstate th 
government's achievement as the bulk : 
redistributed land, about 63%, did not i) 
volve changes in landlord-tenant relatio: 
ships. Most of what the government clain 
to have redistributed was publicly owne 
land held by farmers under leasehold a 
rangements. 

Worse, even as the agrarian-refor: 
programme has fallen short of its obje 
tives, other rural problems have emerge 

Although some academics questic 
government statistics, the small averaj 
size of farms in the Philippines (only 2 
ha) and the fact that only 28% of the area 
farmed by tenants indicates the limits of 
land-reform programme in alleviating r 
ral poverty 

Out of the 1.4 million rural families wł 
fall into the bottom 30% of income earner 
no fewer than 1 million are landless wor 
ers with no tenancy arrangements wi 
landowners. 

Politicians’ neglect of these facts m: 
not be surprising, given the short memo 
span of most Philippine governments sin 
the 1930s on the subject of agrarian refort 





INDONESIA 


Wooing the cl 


By Suhaini Aznam in Jakarta 
Indonesia’s largest Islamic organisation, 
the Nahdlatul Ulama (NU), continues to 
keep the country's three main political 
parties guessing as to whom it will sup- 
port in the country's June elections. 

The NU plans to stay clear of direct in- 











ergy 


Individual NU members are allowed to 
stand for election on any of these tickets 
but cannot simultaneously hold office in 
the NU. 


But the lack of any official endorse- 


ment will not prevent the parties from 


trying to get less-direct indications of 


support from NU leaders. The NU's politi- 


President Suharto himself has be 
seen to be courting the Muslim vote « 
behalf of Golkar in the last year, and suc 
overtures are likely to increase as pollir 
day approaches. 

This was amply illustrated in the c 
tention the government paid to the NL 
21-25 January congress in Lampun 
south Sumatra. It was opened by Vic 
President Sudharmono and a clutch 
ministers addressed the assembly on tht 
respective portfolios. 

The courtship was mutual: the mini 
ters asked for support from the opinic 





^e tendency since the 1930s has been to 

Bunch in reaction to peasant 
risings which were themselves often 

*ovoked by years of impoverishment. 

The pattern involved undertaking in- 
»mplete programmes, flawed by legal 
»opholes that could be exploited by land- 
erds. In most cases these successfully si- 
nced unrest in rural areas, often with the 
elp of military suppression of the more 
ailitant peasant organisations. 

But as farmers went back to the fields, 
ften soothed by positive developments in 
ae national economy, the political leader- 
^ip's interest in agrarian reform corre- 
»ondingly faded. This lead to new out- 
reaks of peasant unrest, starting another 
ycle. 

Tadeo's plight provides a perfect in- 
ance of the cycle at work. After the 
Tendiola Massacre, the country entered a 
*O-year economic expansion. Even 
Yough the economy faltered in 1990, the 
imulus of that expansion seems to have 
tuted peasant unrest. 

The character of Tadeo himself seems 
» embody the hopeless complexity of the 
grarian-reform cause. His conversation 
rith the REVIEW in his cramped quarters at 
ae Muntinlupa penitentiary was inter- 
persed with references to numerology, 
epictions of the Philippine revolution as 
xe coming of the biblical "New Jerusalem" 
nd comparisons between the sufferings of 
hrist and his own purifying experiences 
s a prisoner. 

While that may strike outsiders as a 
range world view, it emphasises the re- 
iarkable continuity of Philippine rural 
1ovements. Peasant leaders have time and 
gain fallen back on religion to keep their 
lowers loyal and to preserve the illusion 
at some day the government may be 
»rced to deal with their problems. " 





An unknown number of NU mem- 
ers are also members of ICMI, the one- 
ear old Association of Muslim Intellec- 
ials, which some NU leaders believe is 

government attempt to co-opt the 
luslim intelligentsia and tame any 
edgling Muslim opposition. In the face 
‘new drawcards such as ICMI, the NU 
as to keep its appeal as a traditional 
lamic body while moving with the 
mes. 

The government's involvement with 
ie congress was important for NU 
hairman Abdurrahman. as his leader- 


FOREIGN 


RELATIONS 


US set to make sharp cuts in aid to Manila 


Out of pocket 





By Susumu Awanohara in Washington 
J ust as the Philippine economy is be- 











ginning to feel the effects of US with- 

drawal from the Subic Bay Naval 
Base, Washington is preparing to slash its 
economic and military aid to the Philip- 
pines. 

Friends of the Philippines here worry 
about the far-reaching consequences of 
these double blows. But the growing iso- 
lationist mood in the US Congress, com- 
peting demands for aid, and the Philippine 
Senate's rejection of the bases agreement 
with the US last year make the sharp aid 
reduction a foregone conclusion. 

The amounts the State Department will 
ask the Congress to appropriate for the 
Philippines for fiscal year (FY) 1993 (Octo- 
ber 1992-September 1993) will not be final- 
ised for another month or so. But US offi- 
cials predict major cuts in all categories of 
aid. 

The State Department's request for 
FY1992 was submitted early last vear when 
Washington still expected to retain Clark 
Air Base as well as Subic Bay. Washington 
considered US$363 million of the total 
US$570 million aid requested to be “base- 
related" — including "foreign military 
funding" of US$200 million. On top of the 
base-related aid, there was the US contri- 
bution to the multilateral assistance initia- 
tive (MAI) — otherwise known as the Phi- 
lippine Aid Programme — amounting to 
US$160 million and PL480 food aid of 
US$48 million. 

Unfortunately for Manila, Congress has 
so far failed to pass the FY1992 foreign aid 
appropriations bill, for reasons unrelated 
to the Philippines, and is disbursing aid 
according to a "continuing resolution." But 
complicated rules make it impossible for 
Manila to obtain US$100 million of the aid 
under the continuing resolution. 

The two countries had agreed that the 
sum should be shifted from foreign mili- 
tary funding to development assistance so 
that Manila will have cash for its debt 
buyback scheme with international banks. 
Philippine officials are afraid that thev mav 


eruption of Mt Pinatubo. Now that the | 
is leaving Subic as well, base-related a 
will come down much further. 

Many in Congress say base-related a 
should be cut to zero but there is resistan 
to such an extreme measure at the Sta 
Department. Sen. Richard Lugar and Co 
gressman Stephen Solarz, the key architec 
of MAL, have written to President Geor 
Bush, reminding him that the US has i 
terests in the Philippines other than tl 
bases — such as promoting democracy - 
and urging caution. One guess is that tl 
base-related categories will be cut to abo 
USS100 million. 

US officials stress publicly that they a 
not cutting aid to the Philippines out 
vindictiveness and that Manila will rema 
among the largest recipients of US aid. B 





Subic Bay: base-related aid fades. 


there is some bitterness towards Manil 
Some US officials fault the Filipinos f 
having insisted on linking bases with fi 
ture aid by characterising base-related ai 
categories as "rent." 

US Congress would have been moi 
generous to the Philippines if Manila ha 
removed the issue of "rent" from the ba 
gaining table and dealt only with tt 
question of whether or not continued L 
presence at the bases was consistent wit 
Philippine sovereignty, US officials say. 

Philippine watchers in Washington ai 


Glanmy ahoiwt their enbhiect’c mrocnoct 
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HONGKONG 


Peking to appoint new local advisory group 


Shadow of China 











3y Stacy Mosher in Hongkong 
eking’s announcement on 23 Janu- 
ary that it plans to appoint local 


P “consultants” on Hongkong’s de- 


velopment in the run-up to reversion of 
sovereignty to China in 1997 signals a new 
"ra of political jockeying in the territory. 

The move suggests that, while the fu- 
ure Special Administrative Region (SAR) 
will be run by Hongkong people, Peking 
ntends to employ its own means of de- 
ermining who those people are, rather 
than relying on the electoral process. 

China made its announcement shortly 
ifter a six-day visit to the territory in early 
ianuary by the most senior Chinese official 
lirectly responsible for Hongkong, the Di- 
'ector of the Chinese State Council's 
Hongkong and Macau Affairs Office, Lu 
Ping. Lu met the governor, Sir David 
Wilson, but spent most of his time talking 
o local politicians. 

Within days of his departure, China's 
»aramount leader Deng Xiaoping turned 
ap on a visit to Shenzhen Special Economic 
Zone, just across the border from Hong- 
kong. The visit may have had more sig- 
iificance than suggested by Deng's lei- 
surely public schedule, being both an in- 
lication of approval of its capitalist ways 
and of Peking's interest in Hongkong. 

Chinese official spokesmen were quick 
«© deny that the appointment of consult- 
ants would create a second power base to 
ival the British Government during its fi- 
yal years of colonial rule. But the appoint- 
"es could become a counterweight to the 
.egislative Council and its troublesome 
elected members. They could also provide 
a way for Lu to have more direct commu- 
iications with the territory. At the moment 
as office relies on the local branch of the 
New China News Agency (NCNA) as an 
intermediary. 

The formal announcement suggests that 
'eking has already found a number of 
nigh-calibre people willing to accept ap- 
»ointments. The most likely prospects in- 
‘lude local delegates to the National Peo- 
vle’s Canoress (NPC) former members of 





little about the Preparatory Committee’s 
membership, except that at least half of the 
members will be Hongkong people. 

The Preparatory Committee will in turn 
establish a 400-member Election Commit- 
tee, which will recommend a candidate for 
the sAR's first chief executive. It will also 
elect legislators to replace any legislative 
councillors who do not fulfil certain crite- 
ria for serving after the transfer of sove- 
reignty. 

From Peking’s point of view, it obvi- 
ously seems that no time should be lost in 
finding several hundred trustworthy peo- 
ple who can win the confidence of the 
general public in the run-up to 1997. But a 
full-scale recruitment drive inevitably 
threatens the Hongkong Government's de- 
sire to remain firmly in charge. 

Some people in the current establish- 
ment are bound to answer 
the call to show allegiance 
to the future sovereign 
power. Democrats, mean- 
while, warn that Hong- 
kong people may lose in- 
terest in local elections if 
they see that real influence 
lies only with China's ap- 
pointees. 

Not surprisingly, the 
Hongkong Government 
reacted gingerly to Pe- 
king's plans. Wilson saw 
no problem with China 
getting advice from Hong- 
kong, as long as the advice 
came from a wide range of 
people, and "it is abso- 
lutely clear that the actual 
government of Hongkong 
... is the responsibility of the Hongkong 
Government." 

But Wilson is a lame-duck governor 
due to retire later this year, and his suc- 
cessor has yet to be named. The resulting 
power vacuum has provided Peking with 
a valuable opportunity to try out its po- 
litical power-broking skills. 

The recruitment of advisers is not the 
onlv sien that China is overhauline its 





Wilson: soft response. 


stitutionally the ruling body in Chi 
though in practice it has remained a r 
ber-stamp. 

With the terms of current NPC deleg: 
ending this year, the list of new deputie 
expected to be drawn up in the next ! 
months. The new five-year term is es 
cially significant for Hongkong becaus 
will straddle the 1997 transfer of so 
reignty. The new NPC delegates, along v 
some CPPCC delegates, will be included 
the future Election Committee, and 1 
also be empowered to propose ame 
ments to the Basic Law itself. 

Traditionally, Hongkong represer 
tives on both bodies have been recrui 
from the ranks of the faithful, who in 
words of one NPC deputy “eat Peking ri 
Yet Hongkong delegates have often spol 
up at the NPC's sessions in Peking. M 
notably, local NPC and CPPCC deput 
united to urge leniency towards protest 
students in Peking in the spring of 1€ 
and publicly condemned the viol 
crackdown in June. 

One Hongkong deputy, trade unio: 
Cheng Yiu-tong, says that many mainl 
delegates welcome the outspokenness 
Hongkong members, and even seek th 
, Qut to serve as front n 
* for proposals. But Pek 
officials have responc 
less enthusiastically, ti; 
ening controls over d 
gates' speeches and me 
coverage and allege 
disciplining mainland 
who have become 
closely associated with 
vociferous outsiders. 

Some NPC delega 
have expressed frustra! 
at their lack of genu 
effectiveness. At least t 
actress Lisa Wang ¿é 
solicitor Liu Yiu-chu, 
they will not acc 
nominations for the r 
term. 

Although there 
certain to be an overlap among < 
sultants and delegates to the NPC i 
CPPCC, the new appointments are boun 
increase jockeying for influence am: 
local pro-Peking forces. For all their un 
front image, China’s representatives 
Hongkong are as fragmented in inter 
and backgrounds as any other polit 
entity. 

There is also believed to be subtle 
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An Es: ential Book 
for Anyone Doing 
Business with China 


The Almanac of China's Foreign 
Economic Relations & Trade 1991/92 


China's trade policies with the rest of the world have never afforded more opportunities 
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 fàrket equivalent to one-quarter of mankind. And yet, data on this rapidly growing 
economy has, until recently, been scant and unreliable. 
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— for sex-slaves” compensation 


Haunted by the past | 


n May 1944, in what is now the North 

I Korean city of Hamhung, 18-year-old 

Hwang Kum Ju signed up for a job at 

1 textile factory near the city advertised by 
1 Japanese recruiter. But there was no such 
ob. Instead, she and 10 other girls of her 
ige were turned over to a military police- 
nan, and transported in a sealed train to 
ilin province in northeastern China where 
hey were dumped at a makeshift tent- 
own near a Japanese garrison. There, the 
xirls were beaten up and raped by Japan- 
se soldiers. 

= They had been trapped as “comfort 
women” — battlefront sex-slaves — at- 
ached to Japanese soldiers in the war zone. 
Placed under guard by day and harassed 
at night, very few could escape, Hwang 
said in recent ‘interviews with South Korean 
newspapers. “My life in the ensuing 15 
months until the end of the war was a liv- 
ng hell,” she recalled. By day, they slaved 
away, washing clothes for the troops; in the 
evening, they were forced to provide sex, 
with each girl sometimes being forced to 
deal with 20 men a night, many of them 
cruel and drunken, she said. 

The harrowing experience left her mind 
and body shattered permanently — now 
56, she walks with the aid of a cane that 
»arely supports her hunched frame. Out of 
shame, she avoids meeting people, refusing 
io look up friends or family. She has said 
she can never set foot in her hometown 
igain lest people recognise her. But 
Hwang's silence until now has helped to 
»ury Japan's colonial guilt in Korea, mak- 
ng the work of civilian organisations trying 
io understand what happened and help 
women like her almost impossible. 

. Exactly how many women like Hwang 
still survive and live in Korea nobody 
knows, but experts surmise that between 
50,000 and 200,000 Korean women may 
have been "recruited" by the Japanese 
military authorities for war-zone sex slav- 
ery in China, Southeast Asia and even in 
the South Pacific islands. Many did not re- 
turn: some died from disease in the jungle; 





their number and locations was ordered 
destroyed at the end of the war, but some 
records have survived. In early January, 
Yoshiaki Yoshimi, a Chuo University his- 
tory professor searching the archives of 
Japan's Defence Agency, found a bundle 
of five reports from the China theatre of 
war indicating the “comfort women" were 
drafted as early as March 1938. The reports 
showed the Japanese Imperial Army at first 
recruiting "comfort women" through ci- 
vilian agents, but as the war zone ex- 
panded, it took on a direct role by raiding 
Korean villages to seize women, or pres- 
suring schools in Korea to provide girls as 
young as 12 years old. — 

Documents Yoshimi found estimated 


that. in China about 1 ,000 "comfort 
women" were assigned to every . 50,000 or 


so Japanese troops, and about 80% of them 
came from Korea. 


Yoshimi is not the only conscience- 


stricken Japanese looking into the case in 
recent years. A Tokyo freelance writer 
named Keiko Usuki has organised an as- 


 sociation of promine ti 
lawyers to “redefine” Japan’ s postwar 


llectuals a a 





sponsibility, urging the government 
come to grips with the past by pay 
compensation to victims of Japanese 

gression. Activists like Usuki have for 
the issue on a reluctant Japan, lead 
Prime Minister Kiichi Miyazawa to say t 
history textbooks should include these fi 
so that future generations of Japanese \ 
understand the guilt. 

The recent uproar has forced the So 
Korean Government to add its offi 
weight behind demands for compensati 
even though Seoul renounced all clai 
over colonial rule under the 1965 norm 
sation treaty. Pending the Japanese cou 
verdict on.a number of claims filed agai 
the Tokyo government by former "com: 
women," Japanese officials say some « 
of compensation will have to be ma 
probably in the form of a “welfare func 

That falls short of meeting the demai 
of civic organisations in the two count 
who say that Japan must follow 


* example of the US and Canada, who 


paying US$20,000 to each Japanese citi. 
interned during World War II as a dan; 
ous alien. Japan is unlikely to follow ; 
model, given its reluctance to even disc 
the issue officially. However, creating s 

a "fund" will indirectly constitute 
bicis einen by Tokyo of the natic 
guilt for the first time. 





BANGLADESH 


All in the 
family 


Raushan Ershad is poised to become the. 


third woman to head a major Bangla- 
deshi political party. In line with the 
family-dominated tradition of local 
politics, she is likely to take over the 
reins of Jatiya Party (JP), founded by her 
husband, ex-president H. M. Ershad. 
Khaleda Zia, the country’s first 
woman prime minister, became chair- 
man. of the ruling Bangladesh Nation- 
alist Party (BNP) in 1983, about two 


years after president Ziur Rahman, her 


husband and founder of the BNP, was 
assassinated. Succession at the helm of 
the Awami League, the premier parlia- 
mentarv opposition party, has also been 


cell — where he has been since Decem- 
ber 1990 — while Raushan becomes 
acting chairman. Ershad is doing a 10- 
year prison term for possession of unli- 
censed arms and faces several charges 
of corruption and misuse of power 
during his presidency. Raushan had 
also been jailed since December 1990 on 
corruption charges, but was released on 
bail on 16 January. 

Despite denials from Ershad family 
sources, some JP members believe het 
entry into politics will give some legiti- 
macy to the former president's party, 
which controls 35 seats in parliament. 
Raushan will also be able to balance the 
rivalry between two of Ershad's princi- 
pal aides: former prime minister and 
senior vice-chairman Mizanur Rahmar 
Chowdhury and former vice-president 
Moudud Ahmed, the leader of the JP in 
parliament. 

Although Ershad’s standing has 
taken a severe battering due to the 
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MP scores one with march to Kashmir 


Political farce 


y Hamish McDonald in Srinagar 


W 


hat was to be the triumphant fi- 
nale of a six-week nationwide 
“pilgrimage for unity” by Hindu 


ationalists of the Bharatiya Janata Party 
3JP) ended here on 26 January, India's 
tepublic Day, in a hasty flag-raising cere- 


nony behind a massive security screen. 


nly a few dozen party activists attended, 
ather than the hundreds of thousands 
romised. The Kashmiri population was 
ept out of sight by a curfew in the state 


apital, but the distant crackle of gunshots 
nd the occasional thump of falling rockets 


idicated local feelings. 


New Delhi initially advised the BJP 


gainst the march into Kashmir, but could 
ot prevent it. Thus the BJP seemed to have 


von a political victory against 
ne ruling Congress party. The 
eath toll of the BJP's confron- 
ation in Kashmir was three 
ecurity personnel and a score a 
f others including separatist My 
Muslim militants. On 27 Janu- 
ry, when the curfew was 
riefly lifted, small crowds of 
rinagar residents came on to 
ve streets chanting anti-India 
logans. The BJP had put its 
tamp on Indian policy on 
ashmir, thereby further erod- 
ig any prospects of a political 
attlement. 

But reconciling the alienated 
fuslim population of this 
ontier state was not high on 
re agenda for BJP president 
furli Manohar Joshi, who had led the mo- 
rcade from the southern tip of India. The 
ray into Kashmir seemed a carefully cal- 
lated power play against the minority 
ongress government in New Delhi, as 
‘ell as a bid against other BJP leaders. 

The pilgrimage, or Ekta Yatra, began on 
| December as part of a BJP strategy in- 
nded to prevent Congress from consoli- 
ating power, but to avoid precipitating an 
irly national election. It would not vote 
own New Delhi's fiscal reforms and open 
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BJP supporters on their way to 


timidated by secessionists. Getting blocked 
by anti-Indian militants would achieve the 
same result. A successful flag-raising 
would allow the BJP to proclaim it alone 
knew how to face down terrorists, and that 
the Kashmir problem could not be solved 
by continuing the special constitutional 
status the state has held since it decided to 
join India in 1947. 

Carrying through the threat would have 
been personally risky for Joshi, and could 
have caused riots across India between the 
country's Muslims and the Hindu majority. 
Joshi, a passionate believer in lost Hindu 
greatness, was the prime mover. The Bjr"s 
two other senior leaders, L. K. Advani and 
A. B. Vajpayee — both pragmatic politi- 
cians — distanced themselves. 

Unwisely, New Delhi accepted the BJP's 
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Kashmir. 


game rather than calling a halt to it. Home 
Minister S. B. Chavan called on the BJP to 
abandon the march into Kashmir, but said 
New Delhi would not prevent it going 
ahead. Bravado turned to anxiety as the 
Yatra headed through rebellious Punjab 
state, where suspected Sikh militants 
dressed as police opened fire on two 
busloads of BJP supporters, killing four 
people. Then on 24 January, two days be- 
fore the Yatra was due to enter the Kash- 
mir vallev, a powerful bomb went off in 
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smuggled in the bomb was apparenth 
militant sympathiser among locally 
cruited police. 

Kashmir Governor G. C. Saxena i 
posed an indefinite statewide curfew sc 
after. By that time, Joshi and several thx 
sand followers had reached Jammu, | 
state's winter capital and centre of t 
Hindu region in the south of the sta 
Saxena called senior BJP leaders to his 
fice and bluntly told them the security si 
ation was too perilous to allow them 
proceed. Advani, who had arrived on t 
scene along with Vajpayee, promptly « 
cared that “we are not on a suicide m 
sion." An outwardly defiant Joshi declar 
he would proceed by road, though witl 
smaller group. 

In the event, the final stage of the Ya: 
was a face-saving charade. Joshi and se 
eral BJP busloads set off north from Jamr 
on 25 January along the mountain hig 
way to Kashmir. At Udhampur, a fe 
hours ride from Jammu, officials repo 
edly told them of two landslides that h 
"blocked" the road ahead. Joshi was . 
lowed to charter an air force transporter 
Srinagar, while about 70 followers flew « 

rectly from Jammu in a ch: 
i 3 tered civilian airliner. All spe 
the night in secure areas 
military cantonments. 

Meanwhile, a group of jot 
nalists including this writ 
had travelled the 300-km rox 
from Jammu to Srinagar. T) 
landslides had been cleared | 
midday in ample time f 
Joshi's Yatra to pass, had 1 
been so inclined. But north 
the 2.5-km Jawarhar Tunn 
that takes the highway into tl 
Kashmir valley, the securi 
position would have been ris! 
for a convoy waving Hinc 
saffron flags. Nervous par 
military sentries lined the hig 
way. 

On the morning of Republic Da 
Srinagar itself was a city of shuttere 
houses and empty streets. At the ci! 
square of Lal Chowk, the venue of fla: 
raising, soldiers lined the streets and toc 
up positions in surrounding buildings. / 
8:20 a.m., an armed convoy brought : 
about 40 senior BJP figures — mint 
Advani and Vajpayee — chanting “Kas! 
mir is ours!” Joshi arrived in an armou 
plated car soon after. He repeated son 
lines from his Yatra sneechec tn the or 
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?olitical changes offer policy challenges to Asta 


The new frontier 








ly Hamish McDonald in Johannesburg 


Rapid political change in 
South Africa presents the 
Asian region with opportu- 
nities and dangers, as the 
ormal dismantling of apartheid and the 
rduous progression towards majority-rule 
iegins to remove the stigma from contact 
vith what was once a pariah state. 

The opportunities come from the im- 
nense mineral wealth of South Africa, the 
ound infrastructure of the "first world" 
ide of its dual economy, and its prosper- 
ws White, Indian and Coloured (mixed 
ace) populations. Among the Western 
onstructors of the post-Cold War new 
vorld order, these are the foundations of a 
ew push for development and stability in 
Mrica. 

Western governments are trying to 
nake it clear to South Africa's black lead- 
TS that there will be little aid or invest- 
nent forthcoming if existing resources are 
lissipated by drastic nationalisation or 
edistributive policies. The risks are that 
ven with the best goodwill and economic 
inderstanding at the top, leaders will not 
ible to restrain their communities and the 
»untry will collapse into a destructive 
Xoodbath — with Uganda and Yugoslavia 
'ommonly used as analogies. 

All the three major forces in South 
Africa maintain instruments of violence: 
he African National Congress (ANC) its 
irmed wing Umkhonto wa Siswe (Spear 














of the Nation), the Inkatha Freedom Party 
its mobs of young Zulus, the ruling Na- 
tional Party its grip on the police and army, 
both heavily influenced by the strong 
White supremacist groups on the Afrikaner 
Right. Part of the background is a deterio- 
ration of law and order, as ill-educated and 
unemployed Black youths use the coun- 
try's huge stock of free-circulating forearms 
to seize the wealth they have been encour- 
aged to believe is theirs. 

Asian countries may find it hard to keep 
aloof from this. Countries such as India, 
Malaysia and Australia, which have clam- 
oured loudly for change and which see 
political change vindicating their boycott 
of South Africa, will soon be asked to put 
their money behind the political forces they 
have helped promote. Governments, such 





New push for South African stability. 


as India’s, which have channelled unqui 
fied support to the ANC, will sooner or la 
have to substitute country for party — a 
treat the ANC as merely one of the grot 
vying for power rather than the sole rep 
sentative of the oppressed. 

New Delhi could not help being « 
cerned about South Africa’s 1 million 
dians — 60% of whom are of Tamil a 
Telugu origin and 30% Hindi-speaki 
Biharis — if they were placed at risk. N 
could Jakarta and Kuala Lumpur igni 
the fate of the less exposed 200,000 Ce 
Malays. 

The East Asian countries which trac 
with South Africa throughout the sancti 
period will be called upon by the US 
constructive engagement as part of tk 
global dues. Those European and Amı 
can firms which withdrew in the late 19: 
may return to compete in South Afri 
markets. Taipei, which developed a strc 
relationship with Pretoria on the basis 
common pariah status and econor 
complementarity, will need nimble d 
lomacy to defend its presence since 
government including the ANC wot 
almost certainly want direct ties w 
Peking. 

The time in which, say, Kuala Lum] 
or New Delhi can stall a decision — on 
grounds that the political transition is 
yet clear and a White minority governm 
remains in power — is fast running « 
Meanwhile, they risk being left behind i 
barely concealed jostle for economic 


ANC dilemma 


As investors appraise potential opportunities in 
the g "New South Africa," one area of 
considerable concern continues to be the nation- 

| +» alisation policies of the African National Congress 
(ANC) — seen as the likely inheritor of political power when 
apartheid is fully dismantled — and the party's cross-member- 






Canadian help in setting up a policy unit. 

"We are trying to educate them [the ANC]," said Ga 
Maasdorp, head of Natal University's Economic Research U 
"Their knowledge of economics is not very great. Their thinkin 
clearer than when we started talking to them. The quality of det 
has improved enormously.” The ANC may modify its policies ; 
conference due in April, but is unlikely to sever its ties with 
SACP until a new constitution is adopted and the party make 
formal bid for power through elections. 

“Nationalisation is in our policy as an option,” said Pah 
"Obviously we can't keep talking of options. But until a year ; 
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antage in what is being widely and pre- 
iaturely hyped by anxious Whites as the 
new South Aífrica." 

The ANC is trying to stem the rush 
ending agreement on power-sharing at 
ie Codesa (Congress for a Democratic 
outh Africa) talks which began on 20 De- 
mber. The three main political forces are 
zreed on an eventual multiparty demo- 
atic rule with a universal franchise, but 
*e still wide apart on the structure and the 
ace of change. President F. W. de Klerk’s 
ational Party seeks a 10-year tran- 
tion and an indirect electoral sys- 
m. Natal-based Inkatha wants a 
ighly devolved federal system. The 
Nc, strong among the widely dis- 
ersed Xhosa nation but trying to 
»peal across communal lines, 
ants a transition of no more than 
j months pending a referendum on 
new constitution. 

The abolition of apartheid laws, 
ich as the 1950 Group Areas Act 
hich enforced racially separate 
ttlement, and ANC leader Nelson 
landela's release in 1990, have 
ready led to the lifting of some 
inctions. The Commonwealth 
»ads of government meeting last 
ctober in Harare lifted the ban 
1 people-to-people contact. A second 
nase in the lifting of sanctions, allowing 
ade and investment, could be decided 
v an interim power-sharing agreement, 
id the final phase (limiting arms and 
"troleum supplies) on the complete tran- 
lion. 

That at least is the way the ANC wants it. 
"he government of national unity should 
' the body to decide the second phase,” 
id Aziz Pahad, an ANC executive com- 
ittee member. "We are saying to invest- 
s: start investigating the possibilities but 
ait for a call from the whole country to 
vest." 

But already Washington has lifted its 


oyment begin to sink in. The de Klerk government is deliber- 
ely dragging its feet to maximise the effect of this disillusion- 
ent, and claims that its opinion polls show the more educated 
ricans swinging away from the ANC to the “enlightened” Na- 
»nal Party. The latter, like the Zulu-based Inkatha movement, 
e explicitly committed to the market economy and private own- 


ship. 


The collapse of communism in the Soviet Union and Eastern 
trope has also had a sobering effect — bringing home the les- 
ns of the failure of command economies. But, nationalisation 


K has not disappeared. 


Comprehensive Anti-Apartheid Act, which 
had resulted in US disinvestment during 
the 1980s. Japan ended a five-point pro- 
gramme of trade sanctions in October 199] 
and resumed full diplomatic ties in early 
January 1992. Dauwe de Villiers, a South 
African minister, visited Seoul in late No- 
vember. Pretoria officials expect the South 
Korean trade agency Kotra to open an of- 
fice in South Africa soon, and normal dip- 
lomatic relations to follow. 

The Commonwealth countries in Asia 





are still officially limited to people-to-peo- 
ple contacts and are moving quickly to 
cash in. Singapore Prime Minister Goh 
Chok Tong made an unofficial visit to 
South Africa immediately after the Harare 
meeting. Indian cricket authorities quickly 
invited the South African team to replace a 
cancelled Pakistan tour in November. Air 
India and Malaysian Airline Systems are 
negotiating with South African Airways for 
direct air links. And Australia's Qantas will 
soon resume flights to Johannesburg after 
a break of several years. 

Although South Africa is beset by se- 
vere stagflation — the economy has been 
contracting for two years and inflation is 


running at 16% a year — it is positione 
for rapid expansion of trade and inve: 
ment once political confidence is restore 
The sanctions imposed in 1985 enforce 
great economic pain on South Africa, b: 
in some respects have left its external a 
counts in better shape than those of cor 
parable mineral/farming economies lil 
Australia. 

Local manufacturers have becom 
leaner and more export-oriented. ^ 
Anglo-American Corp. economist Gav: 
Keeton points out, non-gold expor 
have been growing at 10% a year | 
volume since 1984. "There was a b 
boost from the rand collapse," I 
said. "Local manufacturers wt 
had a reasonably easy existenc 
supplying the domestic mark 
were forced to look for foreign ma 
kets." 

But the new South Africa wj 
drift into trouble if the inevitab 
heavy borrowing for social inves 
ment — African education, housin; 
health and urban infrastructure - 
is not accompanied by direct inves 
ment in tradeable production, whic 
again hinges on the political ou 
look. 

"There is an enormous amour 
of interest by major Western governmen 
to ensure that South Africa does not go tk 
way of the rest of Africa," said Gavi 
Maasdorp, head of Natal University's Ec 
nomic Research Unit. 

“They see it as a regional stabiliser. Bu 
if the new South Africa takes the wron 
approach, that kind of interest woul 
evaporate quickly. The big question is: wi 
it be able to learn from the experience « 
other countries?" Maasdorp sees these pr 
conditions for foreign investment: a polit 
cal agreement; an end to the violence bx 
tween Inkatha and the ANC; and "an al 
solute and unambiguous commitment to 
market-based economy." 


concentrated, with the big four groups — Anglo-American/ 
De Beers, Rembrandt, SA Mutual and Sanlam — controlling 
80.7% of capitalised value on the Johannesburg Stock Ex- 
change, according to one widely quoted study in 1989. 

Even without nationalisation, some form of redistribution 
is widely regarded as inevitable. The state could nationalise 


mineral rights as opposed to the mines themselves in order to 


increase the resource rent. As part of a social pact involving 
business, the sale of a mining house to African interests could 
be negotiated. The example of Malaysia’s New Economic 


Policy is one to which a future Black government may turn. 
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Isian nations quickly establishing economic ties 


Back to bu 


y Carl Goldstein in Hongkong and 
view Correspondents 
With the ending of interna- 
tional sanctions against 
South Africa, Asian coun- 
tries are moving rapidly to 
stablish trade and investment links or, in 
ome cases, to consolidate existing relation- 
hips. Interest focuses on three main areas 
— the chance to diversify raw materials 
mports by stepping up purchases of South 
\frican iron ore and coal; consumer goods 
xports; and, in the longer run, the emer- 
rence of South Africa as a low-cost export- 
iriented manufacturing base. 

Asian businessmen have little idea of 
vhat kinds of incentives South Africa is 
ikely to offer to investors once a new gov- 
rnment is in place. But a handful of exist- 
ng projects, like a Taiwan-invested chop- 
tick factory at Umtata which exports to 
apan, suggests that South Africa could 
tart attracting more Asian investments 
'ased on local materials. 

Japan, South Africa's largest Asian trad- 
ng partner, is showing strong interest in 
tepping up imports of unprocessed or 











siness 


maintained "liaison offices" in South 
Africa throughout sanctions despite a ban 
on direct investment, are understood to 
have begun negotiations on new coal im- 
port contracts. Part of their haste may be 
due to a desire to get in ahead of European 
buyers whose return to the market could 
enhance South Africa's bargaining posi- 
tion. During the period when trade with 
South Africa was under a cloud Japanese 
buyers were able to extract a political dis- 
count of US$2-3 per tonne. 

Exports of consumer goods, especially 
cars and electronic products, which also 
languished from 1989 to 1991 are expected 
to pick up more slowly, with capital equip- 
ment and eventually large-scale plant con- 
tracts coming last. Japan's largest producer 
of computer-numerically controlled sys- 
tems, Fujitsu Fanuc, has sales and service 
operations in South Africa which it 
planned to extend even before the formal 
lifting of sanctions in October, indicating 
another important area in which Japan ex- 
pects to be heavily involved. 

Hongkong firms played a key role in 
South Africa's partially successful attempts 
to evade international sanctions, helping it 


South Africa's Asian partners 





semi-processed raw materials, especially 
steaming coal and steel-making raw mate- 
ials. Japan never formally banned coal 
mports but trading companies were 
warned to cut back with the result that 
mports fell by almost half between 1987 
ind 1989. Steel imports and purchases of 
zold coins were formally embargoed. 
With the formal lifting of sanctions in 


import crude oil and export coal. Now lo- 
cal traders and officials hope the territory 
can profit as South Africa rebuilds its trade 
links with East Asia. 

The quasi-official Trade Development 
Council is leading more than 100 local 
business people on a mission to South 
Africa at the end of February. "I'd expect 
to see a big increase in trade between 


sector. But more than two thirds of to 
exports to South Africa are actually asse 
bled in the export processing zones acr 
the border in Guangdong under contr. 
to Hongkong firms. 

On the import side, Hongkong's sa: 
tions against South Africa were never fu 
effective. The territory followed Britai 
lead in imposing sanctions in 1986. T 
authorities had originally intended to 
clude coal on the list of products to 
embargoed. Then it was pointed out ti 
the territory's two electric utilities — wh 
are separately controlled by Li Ka-shi 
and the Kadoorie family — imported lai 
quantities of South African steaming co 

Off went coal, leaving only iron a 
steel and gold coins on the sanctions | 
The ban on gold coins was strictly « 
forced, by all accounts, but copious exen 
tions continued to allow more than Hk 
billion (US$256.4 million) worth of st 
imports in 1987-90. 

South African trade officials in Ho 
kong described several recent manufact 
ing ventures to set up shop in Sot 
Africa, making products ranging fr 
VCRs to portable radios to toys. Vice-con 
for trade David Conradie even said a me 
land Chinese firm had established a 1 
tory making mining equipment for exp 
back to China. Citing the sensitive state 
relations between vociferously anti-api 
heid Peking and Pretoria, however, he 
clined to offer further details. 

Unlike most other Asian countries, 1 
wan maintained full diplomatic relati 
with South Africa throughout the sancti 
period and allowed its companies to tré 
and invest freely. But most of the 200- 
projects started to date have been in sn 
scale, low-tech sectors such as footw 
and textiles, aimed at the local market, < 
taking advantage of high import tariffs 

One major investment project fo 
US$1 billion stainless steel complex 
South Africa was scrapped in 1990 by 
Yieh Loong Group of Kaohsiung. Tra 
port costs and other non-economic fact 
led to the cancellation. The project is n 
going ahead with only South African 
vestors. The South African Governm 
will be holding an investment seminal 
Taipei in April in an effort to attract m 
hi-tech and value-added investments. 

A special feature of Taiwan’s econo: 
relationship with South Africa is that 
vestment has been at least partly driven 
migration, with factory owners often 
ing at premises and bringing in famil 
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arge Indian community increasingly exposed 


Viinority blues 


* Hamish McDonald in Edendale, Natal 


Edendale is a Black town- 
ship on the outskirts of 
Pietermaritzburg, the pic- 
turesque administrative 
ipital of Natal province. You drive out on 

four-lane dual carriageway, neither 
opping for anyone or catching anyone's 
we, as per instructions from city residents. 
veyond a big hospital surrounded by high 
ralls topped with razor-wire, the two- 
om huts of the township spread over the 
rassy hillside on either side. On a 
otholed sidetrack are boarded-up shops 
ind cafes with faded signs. 

The Macibisi Cash Store is shuttered up 
o. But a sidegate is open and you drive 
1 quickly. Around the back, Africans are 
uying kerosene and bags of staple items 





ape Malays: less exposed. 


om the wholesale counter for sale in the 
ont-room "tuckshops" in the township. 
1 the retail section, Kishore Bhoola, a pis- 
1 on his hip, works alone, checking the 
ock. He will not talk. The previous week, 
wee young Africans walked into the store 
nd opened fire with a pistol and a shot- 
un, 

Bhoola returned fire, hitting one of the 
tackers. But Bhoola's 38-year-old brother 
as fatally wounded. The funeral was a 
'w days ago. Bhoola is still obviously 
'ocked: uncertain about the future and 
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lawyer Dev Maharaj. 

In Edendale, long-time African resi- 
dents have been joined by refugees from 
violence between rival supporters of the 
Zulu-based Inkatha movement and the 
African National Congress (ANC). Among 
Black unemployed youth, criminality and 
political activism have become blurred. 
The tsotsie (hoodlums) are now known as 
comtsotsie (comrade hoodlums) around 
Edendale. They appear intent on driving 
out Indian businesses. 

“The fear of Uganda [which expelled its 
Asian residents in 1971] is there: the killing 
perpetuates the fear that the Black man is 
going to come in and take over,” said 
Maharaj. “But we are all living in hope that 
it doesn’t transpire. The Indians’ contribu- 
tion is too great for them to be booted out 
so easily. Indians stood side-by-side with 
Blacks from the inception of the ANC. Had 
it not been for the system of apartheid there 
would have been much closer bonds.” 

Maharaj, himself an ANC member, does 
not believe the violence is coordinated. 
Harry Gwala, ANC leader in the surround- 
ing Natal Midlands region, also disowns 
the violence. “It’s not an anti-Indian cam- 
paign. It’s the rising rate of crime. There is 
a campaign of destabilisation by the state 
security [forces]. The Indians’ struggle is 
our struggle. All along, the [Natal] Indian 
Congress [Nic] has pioneered the struggle 
for liberation.” 

But some Indians in Pietermaritzburg 
are less ready to absolve the local ANC of 
blame. “They will come forward and 
sympathise, but they could have brought 
these guys to justice,” one said. “They are 
leaders in this area.” 


Maharaj's mixed hope and fear encap- | 


sulates the position of South Africa's 1 
million Indians, descendants of labourers 
recruited for Natal's sugar estates from 
1860 and traders who migrated before re- 
strictive immigration laws were applied 
early this century. Their spokesmen are 
quick to point to a heritage of common 
struggle against White oppression begun a 
century ago, when Mahatma Gandhi ar- 
rived in Durban as a young lawver. 





MiCasa Hotel Apartments. 


provides 
executive 
travellers 
with 
Sustenance 
and 
substance 


As one of Asia’s leading hotels, 
MiCasa Hotel Apartments 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 


on Acia The 
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ions on tax, marriage law and rights of 
novement from Afrikaner leaders before 
eturning to India in 1914. 

The NiC was a model for what became 
he ANC, and has since worked closely with 
t, along with the Transvaal Indian Con- 
ress (TIC). The rapid advance of Indians 
nto Natal's commerce brought hostility 
rom rival White traders and many im- 
'overished Afrikaner customers. In its 
limb to power in 1948, the Afrikaner- 
ased National Party played on this re- 
entment. "They said they would get rid of 
he Indians," said Natal University socio- 
ogist Fatima Meer. 

The infamous Group Areas Act in 1950 
tit the Indians particularly hard in a ma- 
erial sense. In Durban, 75,000 of the 
45,750 Indians were required to move, 
long with 8,500 of the 16,000 Coloured 
mixed-race) people. Only 1,000 of the 
31,400 Whites had to shift. In the move, 
he Indians and Coloureds surrendered 
vhat became valuable inner suburban land 
or more distant new settlements with ru- 
limentary services. 

Indian lawyers, academics and 
rade unionists were useful to the 
truggling ANC, particularly after it 
vas banned in 1960 and its leader- 
hip depleted by arrest and exile. 
"The NIC was able to play a sort of 
ole to keep the standard flying," 
aid Sunil Rai Bramdaw, editor of 
he Indian-oriented Durban news- 
paper The Leader. "But the NIC lead- 
rship was also decimated by ban- 
ting. They shifted more to an arm- 
hair role. With the [1983 formation 
»f the] United Democratic Front, the 
indians came out to a more positive 
le." Meer points to the eight Indi- 
ns on the 50-member ANC execu- 
&ve council as a sign of the political 
lliance. 

But if Indians feel White hostility 
»n one side, they have also been 
«utely nervous about the Africans, who 
end to stereotype Indians as businessmen, 
lich, clannish and contemptuous of others. 
he memory of African riots against In- 
Nian businesses in Durban in 1949 is still 
ivid. Meer, the authorised biographer of 
.NC leader Nelson Mandela, blames the 
Nots principally on White instigators. Oth- 
rs see the riots as spontaneous, though 
ney agree the White police might have let 
"he violence build up. 

Four years ago, thousands of Indians 
were driven out of a residential area called 


wanted to send funds to rebuild it, but 
there's no community spirit: one day 
Inkatha, one day ANC. Even the govern- 
ment technical school nearby is empty. The 
authorities are afraid to bring in teaching 
equipment." 

Somewhat embarrassingly for ANC- 
linked Indians, the Indian community has 
done well since the initial apartheid-in- 
spired displacement. After the Sharpeville 
massacre of Africans in 1960, the National 
Party began looking for allies for the out- 
numbered Whites. The idea of repatriating 
Indians was dropped and the process of 
drawing Indians and Coloureds into pe- 
ripheral political institutions began. 

In the wake of an economic boom, Indi- 
ans and Coloureds moved into previously 
"reserved" middle-echelon jobs in ac- 
countancy, sales, banking and factory 
management. "The country ran out of 
Whites," said Natal University economist 
Gavin Maasdorp. Indian suburbs like 
Durban's Chatsworth or Johannesburg's 
Lenasia became as comfortable as middle- 
income areas in the Western world. 





Indian shops: wedged between hostile races. 


The bazaar traders in Durban's Grey 
Street shifted into modern manufacturing 
and service enterprises, channelled by the 
limits on property acquisition under the 
Group Areas Act. The New Republic Bank, 
formed in 1970, has an asset base of Rand 
367 million (US$131 million), mostly with 
Indian clients. Managing director Mac Mia 
said Durban had nearly 20 Indian busi- 
nesses with a turnover in the Rand 30-100 
million range, including textiles and retail 
chains. Although a great deal of Indian 
household capital is tied up in formerly 


nence of Indians at the head of multirac 
bodies like Cosatu, the trade union « 
gress, was not matched among the ra 
and file. 

Particularly now that formal restrictic 
on jobs, trade and residence have been 
moved, Indians reflect the interests o: 
class with property to protect. Inkatha : 
ecutive member Eric Lucas observ 
“When Naidu or Moodly [both Indi 
trade unionists] call a strike, the Indi 
community in Chatsworth all go to w« 
and Naidu doesn't try to stop them. ! 
allowed ourselves to be used by the 
They chew you up like chewing gum a 
spit you out when all the flavour is gon 

Many Indians wonder if it is they the 
selves who are expendable. The Ind: 
Government was mortified last year wh 
in a major speech, Mandela did not m 
tion India in a tribute to countries that F 
supported the anti-apartheid struggle. 
dia was the first country to cut ties w 
South Africa over the issue. Mandela le 
rectified the omission, but doubts persi: 

Indians also worry that leaders n 
have put too many of their egg: 
the ANC basket. While the ANC 
probably the most popular party 
South Africa, Inkatha rema 
dominant in Natal, with supp 
shared equally between the ANC c 
Inkatha in Black townships ! 
overwhelmingly pro-Inkatha in 
rural areas. The Indians are tl 
surrounded by Inkatha-support 
Zulus in Natal. When they comp 
policies, Inkatha's pro-free en! 
prise clearly suits their self-inte 
more than the ANC's equivocat 
about property and the mar 
economy. 

“If the ANC is going to attract 
Indian vote they will have to 
clear-cut on this when the ti 
comes," one analyst said. Me 
while, Inkatha has stopped mak 
the open threats against Indians it iss 
in the 1970s, and its leader, Mangosu 
Buthelezi, has commended the role of 
Indians in recent speeches. But it woulc 
untrue to say that relations are more t 
guarded. 

“The Indians don't want to rock 
boat," said Inkatha's Lucas. "They war 
get into whatever boat there is." If the 
dians are sitting on the fence, it is bece 
the problems facing them and South 
rica are so divergent and their number 
a diminishing 3% of the population — 
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NMD continues to expan 
Its presence in Asia. 
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NMB Bank has strong footholds in North and Lati 
America as well as in Eastern and Western Europe. We ar 
also continuing to strengthen our position in Asia. 

We have just opened new offices in Seoul, Manila anc 
Taipei, so that we now have eleven Asian offices. 

Because of the enormous potential of the region, w 
intend to expand our activities still further. In so doing, w: 
will strengthen our established specialist positions: NMI 
Bank is a global player in Emerging Markets Banking and i 
Trade & Commodity Finance. 
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Travellers Tales 


ou'll see plenty of Volkswagens 

here," said Paul, a young African 

taxi driver as he dropped me at 

Camp's Bay in Capetown. He 
estured at chest level, sketching out an 
mple curved bonnet. Sturdy womanhood 
vas indeed abounding on the fine white 
and beach, though I did not see any 
xamples of the topless sunbathing re- 
iorted breathlessly in the South African 
ress this southern summer. 

The view of the Twelve Apostles, a ser- 
ated escarpment rising sharply behind the 
shite villas, was distraction enough, and 
ae South Atlantic water so numblingly 
old that the beach culture seems bound to 
emain rather chaste. Nonetheless, the 
‘ape maintains its place in the vanguard 
K social permissiveness accompanying the 
iolitical march to the new "South Africa." 
»hannesburg has the coffee shops, bars, 
ind extended-hour shops of its cosmopoli- 
an Hillbrow, but seems to live in a per- 
aanent state of anxiety. 

Security has a lot to do with this. The 
ting of the Group Areas Act and many 
ther apartheid laws has exposed the 
aves to the aspirations of the have-nots. 
alk about burglaries, hold-ups and mur- 
gers replace the mortgage as dinner-table 
abjects. 

The Whites are not the only ones living 
a fear. Indian businesses operate behind 
screens of guards ranging from paramili- 
ery types to bouncers with batons and 
-amboks (whips). African settlements are 
Abject to sudden, random massacres by 
angs armed with AK47s, whom the po- 
ze somehow fail to capture. 

My one direct and fortunately minor 
‘counter with violence came as I walked 
š an interview at ANC headquarters in Jo- 

sannesburg. Three African teenagers 
agged at the bag tucked under my arm, 
hich contained my notebooks, passport 
Ad so on. By that time, however, I clung 
^1 and swore long enough for the boys to 
"ve up. I think it was the prospect of hav- 
»g to get back into India without any pa- 
ers that overcame all other fears. 

. Capetown is removed from this. Its 
n. White nomilations are more advanced 









and the Pacific, a sense of history comes 
from a visit to the tip of the Cape of Good 
Hope, to reflect on the galleons and convict 
fleets that victualled under Table Mountain 
and for better or worse took Europeans to 
Asia and Australia. | 

While I was interviewing Aziz Pahad, 


one of several South African Indians in the 


ANC executive, Nelson Mandela walked in 
and chatted for a minute. He. certainly 
looks like president material, tall and with 
a youthful face that belies his 70 years, 

many spent breaking rocks in Robben Is- 
land prison off Capetown, His wife Winnie 
is less reassuring. I did not meet her, but 
noticed pictures of her in camouflage 
battledress reviewing troops of the ANC 
armed wing, Umkhonto wa Siswe (Spear 
of the Nation) parading in a Soviet army- 
style goose-step. The ANC offices are full of 
self-important people who cannot seem to 
do jobs like taking down messages for col- 
leagues. The party proposes a new consti- 
tution that features a very strong presi- 
dency which opponents feel is a recipe for 
the kind of “big man” dominance seen 
elsewhere in Africa. 

Meanwhile, the lifting of apartheid has 
already spawned comedy about the “new 
South Africa.” Some of it is sentimental, 
like the film Taxi to Soweto about a White 
housewife who gets rescued from a car 
breakdown by a Black taxi-driver who 
takes her back to meet the folks in Soweto 
(in the process she wakes up to her stuffy 
husband). Some of it is wry: a TV ad shows 
a Springbok rugby team self-consciously 
trying to match a Maori haka from the All- 
Blacks with a Zulu war-chant. The adver- 
tising industry shamelessly exploits the 
theme: one TV ad shows a well-known 
(White) cameraman filming a Black dem- 
onstration and making a quick exit in his 
trusty BMW as the stones start coming his 
way. The claim is that BMW is “driving you 
towards the new South Africa.” 

If this shows a tendency among some 
Whites to think that nice sentiments can 
quickly heal apartheid’s hurt, a counter- 
message came from the music of jazz 
trumpeter and singer Hugh Masekela, who 
had recentlv returned from self-exile and 


Sitting above this pain and anger, t 
political institutions of apartheid still or 
rate. In Durban, the city council held 
function to mark World ams Day that h 
only a few Indian and African faces amo 
the invitees, though Indians have a mak 
ity of the city's 1.5 million population. 

I heard one group of Afrikaners a 
C. T. Bhoola, a prominent Indian busine: 
man, how long his family had been 
South Africa. “130 years," he replied. “Jt 
a newcomer," they remarked, and ask 
whether things were better for Indians 
South Africa than back home. Bhoola la! 
said they were, "but that's the last thi 
I’m going to admit to a White man." I thi 
it was the same kind of defensive pri 
that led Fatima Meer, professor of soc 
logy at Natal University and Nelson Mz 
dela’s authorised biographer, to assert tł 
caste had not only all but vanished but w 
not very significant back in India. At lea 
I hope so. 

The more realistic Durban councilk 
are reconciled to change. Peter Mansfie 
the councillor in charge of personnel 
fairs, sighs: "There's been 130 years 
positive discrimination here for Whit 
They don't realise you can't suddenly « 
pect the others to say: let's forget that a 
have a level playing field from now on. 


Whatever may be happening in Sov 
Africa, China has yet to wake up to Bl 
sensitivities. A reader attending a Guar 
zhou banquet was recently handed a | 
sue with this wrapper, a direct copy of ! 
" Darkie toothpaste: 
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"What I like about golf is thè warm up.” 
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‘xpanding 


ou're stepping up your business activities in Europe We work with dedicated agents who can devote their į 
Asia, talk to the people at EacBen. As specialists in attention to our clients’ needs. 
: Europe—Far East trade, we know what it takes to Though thousands of miles from your consignee 





Ne're the right people to call. 


the most advanced logistics systems ever developed. For more information, tick the appropiate box(es) and reti 
ad your interests are supervised at all times by a Sales Department, EacBen Container Services Ltd, 
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4olence in the military takes its toll 





ly y Mark Clifford in Seoul 


—— HÀ 


00 Sung Ho remembers almost 
every detail of his first military 
beating. It was in May 1987 and 
Yoo, a 20-year-old conscript do- 
ig his military service in the riot police, 
vas about to set out for his university, the 
restigious Hankuk University of Foreign 
tudies, but this time to square off against 
tudent demonstrators. 

. “Tt was the morning of the demonstra- 
on. I polished my boots and put them on. 
ty seniors made me take them off. Then 
aey forced me to kneel,” Yoo says as he 
tands up to demonstrate what happened 
zhen his seniors decided to teach him a 
ssson. He locks his hands behind his knees 
nd goes into a half-squat. “[They] beat me 
zith my boots, telling me that I must do a 
ood job today. ‘It’s your school but md re 
ot your friends anymore; they sai 

From that first beating, Yoo, now 25, 
as travelled a road familiar to many 
bung men in South Korea, a path of vio- 
ence reinforced by a military system in 
*hich casual brutality is as commonplace 
5 kimchee and rice. There is even a word 
or this sort of corporal punishment, kihap, 
Kerally “union of the spirit,” the word 
*ekwondo artists shout when they attack. 
ihe Japanese equivalent (kiai) is used in 
apanese fencing and other forms of 
ashido. The concept, in its most brutal 
erm, was brought to Korea during the 
apanese colonial period (1910-45). 

The South Korean military uses some 
arious methods to instil spiritual union: 
«amples include licking a latrine clean 
ad being hosed down with cold water 
ad made to stand naked overnight in the 
stter Korean winter. (This last was the 
“inishment imposed on a conscript for 
uding chocolate in the barracks.) 

. In his first two years in the military, Yoo 











strators. I tried to resist but everyone 
around me was using them. Yes, I used 
my pipe to beat demonstrators.” Demoral- 
ised and guilt-ridden, Yoo was one of a 
group of six conscripts who spoke out 
against the military in a “declaration of 
conscience” in 1989. 

Former soldiers like Yoo. are teaming up 

with human-rights crusaders to change the 

system. More than 40 soldiers have spoken 
out against abuses in the military since 
South Korea's political thaw began in 1987. 
Nal nal Council of Churches in South 
Korea claims that more than 30 conscripts 
are in prison for their attempts to demo- 
cratise the military. 

Joining. these young conscripts in the 
campaign to. draw public attention to the 
shadowy world of military violence are 
parents o -servi men who have died in 
suspiciou: ys. So ar, the campaign has 
had little success. But if the current thaw 
North Korea continues, it may re- 
move the rationale for much of the au- 
thoritarian, anti-communist ideology 
which underpins the military order, and 
eventually eliminate the worst excesses. 

The horror tales are many. According 
to a recent National Council of Churches 
report, on 19 August, a 20-year-old riot 
policeman, Lee Kyu Won, reportedly 
























Battered but not beaten 


jumped to his death from an upper-stor 
window at Seoul police headquarters. F 
family, however, found bruises all over | 
body, apparently from a beating. The sa: 
day, 34 soldiers went AWOL because th 
could not endure repeated beatings 
their officers and the regular group assau 
which were a part of official discipline. 
week later, on 27 August, another you 
riot policeman, Song Byong Kil, died a 
Seoul police station after he was repeatec 
punched in the chest and criticised for | 
“impure attitude.” 

These incidents point to a grim recc 
of death, disability and injuries suffered 
conscripts in the South Korean milita 
The South Korean armed forces has alwe 
been known for its fierce discipline, bu 
younger, more radical generation of cc 
scripts are beginning to attack a system t] 
tolerates casual violence and brutality. 

The death count in the South Kore 
military is staggering. In 1988, the Defer 
Ministry reported to the legislative M 
tional Assembly that between 1980 a 
early 1988 a total of 9,060 soldiers died 
service, or an average of over 1,000 a ye 
The ministry said that 2,670 died in | 
course of performing military duties, 3,7 
in accidents and 2,667 of illness. Under ! 
heading of military duties, the ministry : 





GOLF IN KOREA 


The ball 
stops here 


'aduated from being a grunt holding a | - 
aield on the front lines of demonstrations | __ 
7 becoming a member of the feared | | 
mekoldan (white skull) brigade, the fleet- 


. When South Korean President. Roh Tae 
. . Woo's government wanted to demon- 
strate that it was not just a US pawn, it 





-after Roh took office in 1988, Foreign 


Ministry negotiators demanded the re- 


| turn.of the 18-hole golf course that 
-sprawled across 77 acres in the heart of 


matches only 10 minutes from city ha 

It looked like the beginning of a n 
era last June, however, as the last dri: 
sailed down the willow-lined fairwa 
which are set against a backdrop 
apartment buildings. The South Kore 
military built a new US$30 million g 
course on the outskirts of Seoul to repli 
Yongsan. 

It was no surprise that Roh and 
advisers picked golf as a vehicle for c 
playing their nationalist, populist cred: 
tials. To many South Koreans, golf su 
up everything that is wrong with : 
country's much-maligned nouveau ric 

First, it takes a lot of time. In a coun 
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Witted that 290 men died as a result 
punishment or harsh treatment 
md 2,254 reportedly committed sui- 
le. 
Noting that the reported suicide 
te is 25 times higher than the 
mtional average, the Council of 
Whurches is sceptical and says that 
“ost of these may in fact be 
'aths by beating. Political activists 
e singled out for especially ruth- 
ss treatment, the Council of 
Mhurches claims, and points to a 
imber of suspicious deaths which 
‘curred after a soldier refused to 
y on his university's student 
„ovement. 
Council members, who have sup- 
ted the movement to limit mili- 
wy violence, believe it is encouraged 
w authoritarianism and massive 
iti-communist indoctrination. 
souncil reports stress that riot po- 
'emen now undergo 408 hours of 
ati-communist indoctrination an- 
tally which, says Yoo, leads to “a 
iate of mental confusion." 
Conscripts are pressured to deal 
*verely with demonstrators. If they 
© not, they risk being flogged by 
reir seniors. The situation seems 
rorst in the riot police, where con- 
ripts are caught between often vio- 
nt demonstrators and martinet superiors. 
A veil of secrecy still lies over the mili- 
iry, an unwillingness — even fear — to 
robe too deeply into life in the barracks. 
Jthough South Korean men are subject to 
month conscription, professional offi- 
"rs are largely isolated from businessmen 
nd politicians. The military is also dis- 
usted for its role in politics — the coups 
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Korean soldiers fanning the — 


in 1961 and 1979-80 provided two presi- 
dents (Park Chung Hee and Chun Doo 
Hwan) and, indirectly, a third (Roh Tae 
Woo). 

Military men were scorned in tradi- 
tional Korea, where scholarship was val- 
ued above valour, and this residual dis- 
taste has been heightened by military in- 
tervention in politics. South Korea’s mod- 





»untry have been one of the most bitter 
olitical issues of the past few years. Most 
f South Korea is mountainous, and us- 
ig flat land as a playground for the rich 

- rather than for growing rice, or build- 
ig factories or housing — irks people in 
country where there is a visceral dis- 
ain for flashy displays of wealth. 

Third, golf costs lots of money. A 
iembership in the best country club 
ists about Won 120 million (US$159,000) 

- the price of an average flat in high- 
iced Seoul. A foursome of golf followed 
; an obligatory round of whisky and 
iacks is likely to set the host back a cool 
'on 1 million at a top-notch club. 


cials were ordered to stay off the links — 
and they did. The anti-golf campaign 
seems to have dampened demand. Resale 
prices of club memberships are down 
from their peak in 1989. Tax investiga- 
tions into weekday golfers have also 
served to cool the enthusiasm of eager 
golfers. 

However, cynics say that Roh's Sixth 
Republic should rightlv go down in the 
history books as the Golf Republic. At the 
end of 1987, there were 39 golf courses in 
the country. There are now 178, including 
118 under construction. 

What about Yongsan? The South Ko- 


rean Government nromiced t^ hirn it inte 


ern military, too, takes some of 
character — including a propens 
for corporal punishment — from 
historical roots in the Japanese Im} 
rial Army which, during Korea's : 
lonial days, created a modern art 
on the peninsula. 

“It's a society isolated from t 
rest of the country,” says Yeon So 
Hun, another former conscript. “T 
normal population knows very lit 
about it." 

The brutality only breeds mc 
violence and mistrust. Conscript 
students, especially radicals, ha 
been forced to spy on political act 
ists. One tragic result of this occurr 
in the spring of 1990, when studet 
beat a man to death whom they m 
takenly believed was a spy. The gc 
ernment says that the Defence Sec 
rity Command stopped this practic 
which caused a political furore aft 
a conscript released evidence 
widescale civilian surveillance in le 
1990, but dissidents say spying « 
civilians continues. 

South Korea’s military is in tl 
position of having to convince co 
scripts that demonstrators and Nor 
Koreans are always bad and that tl 
government is always right. B: 
many of the draftees are former (ar 
sometimes future) demonstrators and b 
long to a generation which yearns fi 
reunification. Thus, ideological trainir 
takes on even more of an urgency than 
most other armed forces. 

"The whole system of violence hi 
nothing to do with people wanting it. It 
not a characteristic of Korea as an unde 
developed country, but has to do with tl 
desire of the police and military to kee 
the ruling party in power,” says Yang Soc 
Kyun, whose July 1987 defection from an 
denunciation of the riot police was the fir 
case of a conscript speaking out. 

Young activists like Yang and Yoo b 
lieve that a more relaxed domestic politic, 
situation and rapprochement with Nort 
Korea can solve the problem of militar 
violence. “The army is used to repress th 
democratisation movement," says Yo 
adding that this is part of a cycle in whic 
the military justifies its rough treatment « 
conscripts by pointing to the danger fror 
the North. 

Campaigners against violence in th 
military can draw hope from a sharp. dro 
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Weeding her own garden 


n the Realm ofa Dying Emperor J 
yy Norma Field. Pantheon Books, New York. 
4IS$22. 


The story of Japanese royalty — its 
enaciously unbroken line through centu- 
ies of forbearance, if not neglect, by the 
shoguns, its calculated manipulation by the 
nen who brought Japan into the 20th 
sentury and its shameless reification by the 
nilitarists in the 1930s and 1940s — is bi- 
zarre and fascinating, yet even more curi- 
yus is the question of the meaning the im- 
»erial system holds for modern Japanese. 
ndeed, one might ask why this atavistic 
reed for emperors in the first place. The 
<oreans, after all, happily 
abandoned their imperial 
raditions at the end of 
World War Il. In Japan, 
the question came into 
ocus during the four- 
month period at the end 
»f 1988 when Hirohito lay 
lying and the protocol of 
mperial morbidity af- 
ected all Japanese 
whether they liked it or 
rot. 

Although it has tried 
*o take its cue for con- 
semporary social activity 
wom the British, the im- 
verial entourage of Japan 
emains aloof, separated 
rom its subjects by the 
‘igilance of the conservative shadowy 
guardian of royal dignity known as the 
wmperial Household Agency. The British 
»oyals are a comfy blend of ordinariness, 
ocial duty and feathered pageantry — 
segular features for tabloid tattle and good 
»ntertainment. 

The Japanese royals are also objects of 
intense interest to the public, but there is a 
»elf-imposed taboo on what may be writ- 

en, spoken or photographed. This taboo 
»xtends from the trivial (last year, the Im- 
»erial Household Agency dismissed an of- 
Micial photographer for his unauthorised 
hot of the second prince's bride-to-be 
wrushing away a lock of hair from the 
»rince's forehead) to the capital — most 
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time atrocities have never been forthcom- 
ing; domestically, the teaching of recent 
history usually portrays Japan as nothing 
other than a victim. Things which are un- 
pleasant or inconvenient in Japan have a 
way of being ignored, and woe to those 
who attempt to make a fuss. In this re- 
markable book, Norma Field returns to the 
land of her birth — realm of the dying ex- 
deity, economic superpower and land of 
consumerism extraordinaire — and 
examines it through the lens of its own ta- 
boos by portraying stories of people who 
have transgressed them. She has chosen 
“nails which stick up” in a society where 
popular wisdom holds that such nails will 
inevitably be hammered 
flat. 

One portrait is of 
Motoshima Hitoshi, the 
soft-spoken mayor of Na- 
gasaki whose statement 
that Hirohito’s responsi- 
bility for the war was a 
matter of historical fact 
led to death threats and a 
bullet through the lung 
(he survived). In choosing 
her subjects, Field is con- 
cerned with something 
which is quite common- 
place to Americans, quite 
essential to democracy 
and vitally problematic 
and in need of nurturing 
in Japan — namely, “the 
fragile impulse to dissent.” 

In Japan, to be ordinary is a compliment 
not an insult. Another chapter, “An Ordi- 
nary Woman,” tells the story of a middle- 
aged widow of a member of the Self-De- 
fence Force. Nakaya Yasuko is conven- 
tional and exemplary in all respects except 
that she objected to the police department's 
official Shinto enshrinement of her de- 
ceased husband’s spirit. A 15-year-long 
court battle concerning religious rights and 
the separation of church and state ended 
in the denial of her suit in 1988. By probing 
the story of Mrs Nakaya and the social 
controversy generated by her position, 
Field gives a fascinating view of the pres- 
sures of conformity and communal values 
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sports event, is Field’s third subje 
Through Chibana’s story unfolds the 1 
tory of how Okinawans suffered throt 
their misplaced loyalty, fanatic self-sa 
fice and ultimate rejection and co-optat 
by the Japanese. 

All three stories are indirectly yet i 
mately bound by the imperial system, a 
Field's prologue in which she describes 
experience of being in Japan during 
royal death. 

In the past few years, much has b 
written of the murky underside of Jape 
economic miracle — probably in react 
to the earlier flood of books recommend 
emulation of the Japanese model. Althot 
critical, Field's book is not one of these 
poses. The Realm of a Dying Emperor is 
most insightful book about modern Jap 
ese society that has come along in a c 
ade, and the reason is the person of 
writer. Field grew up in Japan, born ¢ 
Japanese mother and American soldier 
ther. Rooted in each culture, yet amb: 
lent about both, she has the sharply ho: 
instincts of the eternal outsider. Perh 
unconsciously challenged to affirm 
Japanese side, Field became a specialis 
the quintessentially Japanese (and not 
ously difficult) literature of the Heian 
riod, which she now teaches at the 1 
versity of Chicago. 

In her departure to write about her 
and modern Japan, her American se 
bilities provide the conviction and base 
for her writing. Field's ironic yet sym 
thetic style is both engaging and com 
ling — she ought to write her autobio; 
phy some day, for one senses there is m 
more to be told. m Liza Di 





Khmer caseboo 


The Warrior Heritage: A Psychological 
Perspective of Cambodian Trauma 

by Seanglim Bit. Published by the author. 
No price given. 


Last year one of the aid organisat 
operating in Cambodia made a hous: 
house survey to assess the water pres 
and water quality in Phnom Penh. As 
pected, the survey drew a dismal pic 
of the water situation in the Cambo 
capital, But one discovery the expat 
surveyors were not prepared for was 
large number of people they found 


les of war and terror in Cambodia. Cam- 
odians themselves offer accounts of their 
«periences, but they rarely probe beneath 
ie surface. For foreigners, and probably 
x Cambodians as well, the full effect of 
ie tragic decades remains an enigma. 

Cultural differences more serious than 
language gap have prevented Cambodi- 
1s and foreigners from forging an under- 
anding of the past. To what extent has 
iere been à traumatic reaction in the 
opulation, and how has it shaped the 
irrent society? What have the trials of the 
J70s and 1980s done to mutual trust and 
olitical institutions? 

There are more fundamental questions: 
'ere there more than political and ideo- 
gical reasons behind the exceptional 
rutality of the war against — and the rule 
y — the Khmer Rouge? Was it fear alone 
iat allowed the Khmer Rouge reign of 
rror to last almost four years, or could it 
<ploit peculiarities of Cambodian culture 
» make people accept killing and being 
illed? Is there something in their history 
nd culture which makes Cambodians 
rone to suffer these horrors? 

Extensive research is needed to even 
‘tempt answers to any of these questions, 
nd in the anthropological and psycho- 
gical field little work has yet been done. 
» when one author assails all of these is- 
ies and more in 160 pages — several 
ocuments from the current peace nego- 
ations add another 65 pages — 
ppreciation is overshadowed by doubt 
ver the realism of the endeavour. 

In The Warrior Heritage, Seanglim Bit, a 
ambodian who left for the US in 1975 and 
irned a PhD in education, aims at nothing 
‘ss than to explain Cambodian psycho- 
gical behaviour. He claims that the 
Cambodian psyche" has been shaped by 
jonflicting archetypical self-conceptions. 
he Khmer's view of himself as a de- 
endant of the warriors of the Khmer em- 
ire and builders of Angkor conflicts with 
Ye shame and inferiority complex instilled 
y submission to Vietnam, Siam and 
rance during the past four centuries. But 
it fails to convince us that a sense of lost 
reatness has been a shaping force in the 
ersonalities of generations of Khmers, 
ther than perhaps the royalty and the 
Jucated elite. 

More interesting is his description of the 
altural and religious paradoxes and con- 
icts between the Hinduism that shaped 
uch of Khmer culture and the Buddhism 
yat followed it. The result is a culture with 


lacking both a clear con- 
cept of self and the ability 
to formulate his frustra- 
tions. This, Bit claims, 
partly explains why the 
horrors of Pol Pot took 
place in Cambodia. In 
fact, these personality 
traits only exacerbate the 
traumas the Khmer suffer 
as a result of the Pol Pot 
years. 

Despite the generous 
borrowing from psycho- 
logical terminology, one 
suspects that Bit is offer- 
ing little more than the 
traditional view held by 
most of the Khmer elite of 
their fellow countrymen. In Bit's own view, 
the Khmers are primitive and confused 
peasants, victims of their own submission 
to others and unable to live up to their 
“warrior heritage.” 

Exempted from this group are the “as- 
cendant personalities,” a characteristic Bit 
assigns the survivors of the Khmer Rouge 
rule “who have not succumbed to their 
despair.” These he finds among the suc- 
cessful Khmer businessmen who went to 
the US after 1979. 

He says little about the 8 million survi- 
vors who still live in Cambodia, but in- 
stead urges all Cambodians to use these 
“ascendant personalities” as models and 
learn from them in order to achieve a “just 
Cambodia.” 

There are many good intentions in this 
book and much useful information about 
Cambodian society. But there is little 
analysis, let alone research data, to back up 
its claims. At the end one is left with the 
question: is what Bit says true? Sadly, no- 
thing here proves that itis. —& Jon Liden 





Hill types 


The Hmong by Robert Cooper, Nicholas 
Tapp, Gary Yia Lee and Gretel Schwoer- 
Kohl. Artasia Press, Bangkok. No price 
given. 


This short book on the Hmong, the one 
Southeast Asian highland group to achieve 
international notoriety, is intended to pro- 
vide a brief introduction to all aspects of 
Hmong social and cultural life for outsiders 





to provide a highly rea: 
able, straightforward pr 
sentation of Hmong cv 
ture. One could only wis 
that a similar text existe 
for other highland ethn 
groups, or indeed fi 
other major refuge 
groups, such as the La 
the Khmer or the Vie 
namese — all of who 
have been subject ! 
cross-cultural misunde 
standing. It sets or 
wondering why tł 
Hmong have attracte 
such special attentio) 
Have the anthropologis 
who have studied tt 
Hmong imbibed the energy and resourc 
fulness for which these people are r 
nowned? 

This book, produced with a grant fro: 
the UN High Commission for Refugees, 
mainly concerned with "traditiona 
Hmong culture, the economic and soci 
practices of Hmong who continue to lis 
in the mountainous regions of souther 
China, Vietnam, Laos and Thailand. In s 
doing, there is a tendency to present the 
culture as static and unchanging, eve 
though Robert Cooper’s own work hi 
provided some of the best studies of cu 
tural change and adaptation among tl 
Hmong, and we are reminded in litt 
asides throughout the text that change 
taking place. 

For example, permanent agriculture hi 
thrown up the cultural problem of inven 
ing new inheritance practices. Conversic 
to Christianity by many Hmong has di 
rupted marriage transactions and create 
divisions among them concerning religion 
beliefs. Yet, as the chapter on shamanisi 
shows, this traditional curing practice ce 
co-exist with both Christianity and mo 
ern medicine. And so on. 

A minor disappointment with the boc 
is the postface on "Change," which fails : 
discuss the impact of long-term incarcer 
tion in refugee camps on Hmong cultur 
The Ban Vinai camp in Thailand, with ov: 
50,000 people, has the largest concentratic 
of Hmong in the world and many of i 
inmates have spent all or large parts : 
their lives there. Now there is an agre 
ment to repatriate them to Laos. How w 
they re-adapt? And how have the Hmor 
adapted or been incorporated into tl 
dominant culture, whether in Thailand : 
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Palawan oil find could bolster Philippine economy 


Barrels of hope 





y Rigoberto Tiglao in Manila 


he successful drilling in January 

of an exploratory well off Pala- 

wan Island in the southern Phili- 

ppines has provided another ray 
f hope for the country's struggling econ- 
my. The well confirms earlier estimates 
at a significant reservoir of around 109 
illion barrels of recoverable high-quality 
rude oil exists at the West Linapacan oil- 
eld. 

Output from a fully operational West 
inapacan field, slated entirely for export, 
rould raise about US$100 million an- 
ually in foreign exchange. Oil executives 
lso hope that the potential of the field, 
hich has sparked new interest in oil ex- 
loration in the Philippines, will lead to an 
jection of badly needed cash into the in- 


ustry. 

Oriental Petroleum & Mineral Corp., 
'hich has the largest shareholding in the 
onsortium that operates the West Linapa- 
in concession, 36.6%, says commercial 
roduction could start in May. The com- 
any estimates that initial output could 
'àch 20,000 barrels per day (bpd) — 
quivalent to nearly 10% of the country's 
early oil consumption. The first 
'ell at the field was drilled in De- 
mber 1990. 

The oilfield is to be developed in 
vo phases. The first stage of 18-24 
ionths involves the drilling of an- 
ther well to raise total crude-oil 
ow to an estimated 15-20,000 bpd. 
! the second stage, the consortium 
lans to increase output to about 40- 
000 bpd by drilling three to five 
iditional wells. The light crude oil 
- it has an American Petroleum In- 
itute gravity of 36.6 degrees — will 
2 exported, as Philippine oil refin- 
jes are tooled to process only 
eavier crude oil. 

At the current projection for the 
'servoir's volume, the oilfield has a 
fe expectancy of about 15 years. 


since 1977, when the country's only other 
operational field — the Nido — was 
discovered 90 km to the southwest. The 
Nido field, however, is expected to be de- 
pleted in 1993. (Four oilfields — Cadlao, 
North Cadlao, Matinloc and Galoc — re- 
cently were depleted and operations have 
ceased. Oil has also been found at Octon 
and Calauit, but so far in only small 
amounts.) 

The West Linapacan consortium is 
seeking a more accurate assessment of the 
oilfield's reservoir size. If a drill-stem test 
— in which the flow of crude oil is mea- 
sured through an aperture made in the 
drill of a well — to be made at a depth of 
6,300 ft shows no water present in the oil, 
the reservoir may be larger. The estimate 
that the reservoir holds 109 million barrels 
was based on a test at 6,000 ft. 

Although small by the standards of 
major oil-producing countries, the West 
Linapacan discovery could prompt a flood 
of oil-exploration activities around 
Palawan. Oil exploration in the Philippines 
has been almost non-existent since the 
early 1980s, when a worldwide softening 
of crude-oil prices discouraged oil-explo- 
ration activities. 
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The situation was made worse in t 
Philippines by a series of political and e 
nomic crises. With price tags of about US 
million each, exploratory wells we 
deemed by domestic and foreign invest 
as too risky to drill in the country. T 
Marcos administration also scared off 
vestors by extorting shareholdings in co: 
panies with interests in oil exploration a 
production. 

Several foreign oil companies, howev 
have been involved in oil-explorati 
projects in the Philippines since 1987, af 
the rise to power of President Coraz 
Aquino a year earlier. Among these co 
panies are British Petroleum, which is « 
ploring in the South China Sea off weste 
Palawan, and Shell International a: 
Occidental Petroleum, which are conc 
trating their exploration off northw: 
Palawan. 

Interest among oil companies in t 
Philippines heightened after 1987, wh 
geological studies financed by the Wor 
Bank pinpointed the Palawan region 
likely to contain large oil and gas reserv 
Philippine oil executives are convinced tl 
the area has more huge reservoirs. 

Oriental Petroleum chairman Robe 

Coyiuto says the main reason for t 
: long gap between the Nido ai 


= West Linapacan discoveries is t 


small number of exploration we 
that are drilled in the Philippir 
each year. He argues that the od 
are against finding oil when only 
or so exploration wells are drill 
annually. By comparison, about 
exploration wells are drilled ea 
year in Indonesia. 

Nonetheless, brokers in Man 
have responded only lukewarmly 
Oriental Petroleum's enthusias 
about the West Linapacan oil d 
covery and about the possibilities 
more major finds. "It could 
something like the boy who cri 
wolf,” a stockbroker says in ref: 
ence to exaggerated predictions 





» 2.9 centavos by March 1976 from 0.5 
*ntavo two months earlier. But when the 
ido consortium announced a more rea- 
mable projection for the oilfield soon af- 
r the share-price jump, it fell to 0.8 
*ntavo. The share price stabilised at three 
ntavos six months later. 

Oriental Petroleum's share price also 
mped in December 1990, after the West 
&napacan consortium announced that its 
rst exploratory well indicated that oil re- 
'rves in the area were significant. In a 
aree-week period, the share price jumped 

7.5 centavos from 3.5 centavos. 

The share price, however, dropped to 
7 centavos a week later after reports sur- 
iced. in the stockmarket of delays for suc- 


iriental’s Coyinto with Basic’s de Venecia. 


eding tests at the West Linapacan oilfield 
determine potential capacity. Also, re- 
orts of poor flow rates "pre-conditioned 
arket players to think negatively of the 
rospects for any other predictions for the 
Vest Linapacan oilfield," according to an 
nalysis of Sun Hung Kai Securities (Phi- 
ppines). 

Oriental Petroleum's share price is cur- 
nntly in the six centavo range, where it 
as been for the past year. The stock has 
een generally unaffected by the 12 Janu- 
ry announcement of the new West 
inapacan well. The share prices of Alcorn 
etroleum, Basic Petroleum and Philodrill 
ave also been steady. 

The stockmarket's caution may be in 
rder for the West Linapacan oilfield. 
lespite the use of hi-tech equipment, the 
xistence of a commercial reservoir can 
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Taiwanese veto derails Malaysian steel project 


Spanner in the works 


By Julian Baum in Taipei and 
Doug Tsuruoka in Kuala Lumpur 


lans by Taiwan's China Steel Corp. 
to build a huge steel complex in 
Malaysia face indefinite delay — 
and a possibility of cancellation — follow- 
ing a vote by Taiwanese legislators to 
withhold final approval. 

In the wake of the veto, state-run China 
Steel and its Malaysian joint-venture part- 
ners are discussing ways to rescue the 
project. It would be Malaysia's first inte- 
grated steel mill and one of the largest in 
Southeast Asia. It would also be China 
Steel's first foreign venture. 

A China Steel planning official said the 
project had been "temporarily suspended," 
pending further discussions with Malay- 
sian partners to determine the Malaysian 
Government's “real intentions" toward the 
investment. Company officials have also 
said, however, that the project will proceed 
no further unless Malaysia agrees to sign a 
bilateral investment-protection agreement. 

The vetoing of the project was unex- 
pected. The proposal fell victim to a parlia- 
mentary ambush in a new-look Taiwanese 
legislature that is becoming more assertive. 
One conclusion to be drawn is that Taiwan 
state enterprises can no longer expect their 
expansion plans to be rub- 
ber-stamped. 

In the China Steel case, 
legislators were unhappy 
not only at the lack of in- 
vestment guarantees but 
also at China Steel investing 
overseas at the expense of 
Taiwan's own industrial 
development. 

Malaysian officials were 
caught off-guard by the de- 
cision. The US$2.9 billion 
plant, announced with 
much fanfare in 1990, was 
thought to have cleared its 
last major hurdle in June 
last year. Malaysia's inter- 
national trade and industry 
minister, Datuk Seri Rafidah Aziz, said on 








Rafidah: fading chances. 


China Steel and Amalgamated Steel Mi 
(ASM), a unit of Malaysia's Lion Grou 
ASM managing director Tan Sri Willia 
Cheng flew to Taiwan on 23 January to t 
to resolve the deadlock. 

Under the — proposals, the m 
would produce 2.5 million tonnes annual 
of slabs and flat products. A large slice 
this output would be exported. Constru 
tion of the plant was due to start in Ju 
and operations were due to begin in 199 

An 11-volume official study by T; 
wan's Chunghua Institute for Econom 
Research — completed in November : 
came out strongly in favour of the inve: 
ment. Legislators took a different vie 
however. Malaysian promises were seen 
insufficient in the absence of formal inve: 
ment guarantees. The two countries ha 
no official relations and few ways of s« 
tling commercial disputes other th: 
through back-door means. 

Opposition to the proposal was ma 
terminded by Lin Yu-hsiang, a senior le 
islator in the ruling Kuomintang. “Since tl 
Malaysian Government hasn't signed ¿é 
investment-protection contract with us, v 
don't think this project is appropriate," | 
said. 

Under terms already agreed in prin 
ple, the Taiwan side would finance 40%, : 
US$1.1 billion, of tl 
project cost. Another 9 
would be held by oth 
Taiwanese steelmake 
and 51% by Malaysian i 
vestors, including ASM ar 
the government heavy i 
dustry group Hicom. 

China Steel would pr 
vide the management : 
the plant and impo 
equipment and other m 
terials under a tax-free st 
tus for new industries. 
addition, it would opera 
the mill for a minimum 
10 years, during which i 
Chinese staff would 1 
given residential status 
Malaysia. Malaysia was also to provi 
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ors indicated they would prefer to see 
‘hina Steel concentrate on expanding its 
aohsiung plant. 

Underlying the legislative veto, how- 
ver, are deeper problems. Taiwanese 
usinessmen have recently complained 
Yat Malaysia has often failed to fulfil the 
romises of cheap skilled labour, low land 
rices and tax incentives which it has 
angled in front of Taiwanese investors. 
uch inducements helped establish Taiwan 
s the biggest foreign investor in Malaysia 
1 1990 and 1991. 

Malaysia's hiring policies, which favour 
falays over local Chinese and other na- 


tionalities, were also among the sticking 
points on the project. China Steel said it 
had been told it must hire Malays for 
management posts in the same ratio as its 
joint-venture partner — meaning 50% 
Malays and 30% Chinese. 

“If they really hire Malays for manage- 
rial positions, the project will become im- 
possible to manage,” said one Taiwanese 
legislator, reflecting a view that there are 
too few good Malay managers. 

Some legislators baulked at a state en- 
tity taking a minority stake in a project that 
would largely benefit private interests in 
another country. Taiwan's small private 
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oreign capital for Malaysia falls sharply 
e 
In need of weaning 





y Doug Tsuruoka in Kuala Lumpur 


uestions about the outlook for for- 

eign investment in Malaysia are 

emerging in the wake of an official 

government report showing that 
roposed foreign projects in manufactur- 
1g fell sharply in 1991. The amount of in- 
estment proposed to the Malaysian In- 
ustrial Development Authority fell by 
2% to M$142 billion (US$5.2 billion) in 
99] from M$29.8 billion in 1990, accord- 
ig to the authority's annual report. 

The aggregate value of the foreign 
rojects approved in 1991 also fell by 9.5% 
» M$16 billion in the same period. There 
ras also a 42.3% drop in the number of 
pplications for manufacturing licences 
om foreign, as well as domestic, sources 
» 729 from 1,264 in 1990. 

The drop from 1990's record levels was 
vost noticeable in the number of invest- 
sent projects approved from countries 
ach as Japan and Taiwan. This follows 
»peated warnings from some specialists 
aat capital outflows from these countries 
» Malaysia are levelling off in the wake of 
"onomic troubles at home and reduced 
emand from Western trading partners. 

The data does not signal an imminent 
‘isis for the Malaysian economy (where 
"al GDP growth is expected to average 
cout 7.5% annually over the next four 
ears). But it lends credence to warnings 


Malaysia’s top 10 investors 
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The government argues that the fall in 
some outside investment categories was 
due to foreign unwillingness to start new 
projects following the expiration of the 
New Economic Policy (NEP), which ex- 
pired in December 1990. International 
Trade and Industry Minister Datuk Seri 
Rafidah Aziz is confident that foreigners 
will redouble their interest in the country 
now that Malaysia has spelt out the fact 
that pivotal incentives for foreign in- 
vestment will be retained under the 
NEP's successor, the “New Development 
Policy.” 





steel firms also objected to their state-r 
competitor tapping public funds to gé 
strength overseas, particularly as Chi 
Steel is earmarked for privatisation. 

Relations between China Steel and t 
Malaysians were dogged from the start 
rumours that they were at loggerhea 
over investment incentives. Malaysi 
sources also say the Taiwanese press 
Kuala Lumpur to undertake massive pı 
and road improvements near the mill s 
(likely to be in Johor). Malaysian offici 
appear to have been angered by this ki 
of pressure, and may react negatively 
the new demand for guarantees. 


Despite such disclaimers, analysts rx 
that the total investment figures from T 
wan and Japan represent a sizeable dr 
from the previous year. In the case of T 
wan, total approved investment declin 
by 449; and Japanese investment fell 
25%. 

While the drop in investment by so1 
foreign investors is indeed due to the fi 
tors cited by the federal government, it 
equally clear that problems are arising 
Malaysia’s successful foreign-investme 
formula. 

The favourable currency factors whi 
drove many Japanese companies to inv 
overseas appear to have dissipated and t 
rest of the decade is likely to see reduc 
amounts of spending by Japanese mar 
facturers already based in Malaysia. 

Many economists have predicted sir 
the middle of last year that the countr 
vigorous rates of foreign investment wot 
level off in 1991. The news was at fi 
welcomed by pessimists who feared tl 
the influx of foreign capital was helping 
exacerbate inflation. 

But the benefits from any slowdown 
the Malaysian economy arising from 
duced rates of foreign investment m 
prove short-lived. Worries about a glo! 
credit crunch and a possible diversion 
aid to the former Soviet Union cot 
further complicate the investment pictu 

The fall in inflows of foreign capi 
during 1991 is almost certain to have 
negative effect on Malaysia’s balance 
payments. The surplus in the balance 
payments has fallen from M$5.4 billion 
1990 to what was originally expected to 
a M$1 billion surplus in 1991. 

Some economists say that the country 
too dependent on foreign capital. Forei 
investment expenditure is expected to tc 
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SINGAPORE 


Reliant on Uncle Sam 


N ingapore is forecasting 5-7% annual 

GDP growth for 1992. The low end 
— of the prediction would be the city- 

state's worst economic showing 
nce 1986, when GDP rose 1.8%. But pri- 
ate-sector economists are targeting this 
ear's growth at 5.5%, perhaps the safer 
»recast if the US economy stays on its slow 
Jurse to recovery. The economy was ex- 
ected to grow 6.5% in 1991; it expanded 
2% in 1990. 

The recession in the US is having a 
rong effect on Singapore, as the country 
the city-state's largest trading partner. In 
omparison with Singapore's neighbours, 
Ye situation is made worse by the fact that 
larger portion of its non-oil exports go to 
ve US. In the first half of 1991, the US 
nare of this trade with Singapore was 21% 
f the total. In Malaysia, it was 14.5%. 

Because Singapore's manufacturers de- 
end heavily on exports to the US, they are 
ot expected to have a particularly good 
howing this year. But analysts say the 
rorst may be over for the sector and a slow 
»covery could start in the second half of 
iis year. Annual growth for the manufac- 
iring sector slowed to about 5% in 1991 
'om 9.5% a year earlier. 

Ong Nai Pew, an economist at broker- 
ge BZW-Pacific Union, believes a strong 
ingapore dollar, a tight labour market and 
icklustre productivity growth will con- 
nue to force some manufacturers to ra- 
onalise. But he is forecasting a significant 
nprovement late in the year for the elec- 
'onics and petroleum-refining industries. 


TRADE 


Sumitomo 


hits buffers 


In a spasm of Japan-phobia brought on 
by recent acrimonious US-Japan trade 
talks, the Los Angeles county transport 
commission cancelled a US$122 million 
rail-car contract with Sumitomo Corp. of 


One of the more gloomy notes about 
Singapore’s economy in 1991 was the 
slowdown of the increasingly important fi- 
nancial-services sector. In 1990, the sector 
accounted for 29% of total GDP and was the 
largest sector of the economy. In 1991, it is 
estimated to have grown just 6.2%, down 
from 14.8% in 1990 and 15.1% in 1989. 

This sector was hurt by reduced for- 
eign-bank lending that resulted in lower- 
than-expected growth of the Asian dollar 
market. Japanese banks had been the ma- 
jor players in this market, but their need to 
beef up their capital ratios last year led 
them to curtail their foreign activities. 

Also, the stockmarket euphoria that be- 
gan in early 1991 petered out by the sec- 
ond half of the year, with trading volume 





simply a freak incident. Particularly dis- 
turbing to Japanese and other Asian 
companies is their view that California is 
more friendly to them than the rest of 
the US. 

Sumitomo had supplied rail cars for 
the first segment of the city's mass- 
transit system. The Japanese group in 
December clinched the contract for the 
second segment, a 37-km line south of 
downtown Los Angeles. The mass-tran- 
sit line is scheduled to begin operation in 
1995. 


dropping sharply. Growth in another m 
jor component of the financial-services se 
tor, foreign-exchange trading, slowed, to 

The commerce sector, however, shou 
help the economy in 1992, bolstered by i 
creasing tourist arrivals and by increasit 
regional trade. The economy should | 
buoyed further by the transport and cor 
munication sectors, which are expected 
have stable growth. 

Some help will also come from co 
struction. In 1991, construction contrac 
rose 40% from a year earlier to S$7.7 billic 
(US$4.7 billion), more than enough to ke 
the sector's growth in double digits. 

The Monetary Authority of Singapor 
the quasi-central bank, appears to be ad 
ing liquidity to the banking system in ; 
effort to keep the economy rolling as wi 
as attempting to put a cap on the Sing 
pore dollar to keep exports competitive. 
the first two weeks of this year, the ct 
rency appreciated to a record level of 1. 
against the US dollar. 

Lower bank-lending rates should al 
provide fuel to the economy as the ye 
progresses, provided the US does not sl 
into a deeper recession. The curre 
interbank-lending rate in Singapore 
about 3%, its lowest level in three years. 

Banks in Singapore have responded 
the lower inter-bank rate by cutting the 
prime-lending rates twice, once in D 
cember and once early this year. T) 
prime-lending rate of DBS Bank, the cit 
state's largest bank in terms of assets, 
5.75%. m N. Balakrishn 


sure from those who argue that Japan's 
trade practices are partly to blame for 
high US unemployment. 

The commission ostensibly cancelled 
the contract in the name of local jobs. In 
the original bids for the contract, 
Sumitomo and Morrison-Knudsen 
would have created only 370 and 449 
jobs in Los Angeles, respectively. 

To compel companies to bring more 
jobs to Los Angeles, the transport 
commission may buy or lease its own 
factory site and require contractors to use 
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China's lumbering arms makers face market rigours 


On civvy street 


By Tai Ming Cheung 


On the pot-holed roads of 
Fujian province on China's 
east coast, scores of army lor- 
ries can be seen on the move 
daily. At first glance, the ma- 
noeuvres may seem like a 
lexing of military muscle directed at 
iearby Taiwan. But the truth is more pro- 
aic: to earn cash on the side, the army has 
sone into the road-haulage and driving- 
chool business. 

Similar activities occur daily through- 
ut China. The country's main tank factory 
n Baotou, Inner Mongolia, produces lor- 
ies and coaches, while an aircraft plant in 
Nanchang, Jiangxi province, makes motor- 
ycles and food blenders. 

Faced with the costs of maintaining a 
‘loated defence industry, China is seeking 
o turn more of its military production lines 
ver to civilian output. The target for 1999 
s 80% civilian output, up from 65% now. 

It is a transformation that could be cru- 
ial to China's attempts to revitalise its 
conomy. Defence-industry burdens are 
ne of the main factors behind the dismal 
'erformance of the debt-ridden state sec- 
or. "When the defence industry gets a 
old, the whole economy shivers," says a 
nilitary attache. 

According to Vice-Premier Zhu Rongji, 
lefence plants constitute the majority of 
he one third of state firms that are in fi- 
iancial trouble. The government is un- 
villing to shut down enterprises for fear of 
parking labour unrest. Instead, it bails 
hem out from already-strained central cof- 
ers while at the same time directing them 
9 produce competitively for the civilian 
narket. 

But if the defence industry is an alba- 
ross, it also possesses some of the coun- 
ry's most advanced industries and skilled 
vorkers. Its ability to produce sophisti- 
ated and high-value-added products 
ould boost the country's technological- 
nodernisation programme as well as raise 
illions of US dollars in export earnings. 

The volume of civilian products now 








by value of China's total automobile out- 
put, as well as a substantial proportion of 
the nation's refrigerators, bicycles, com- 
puters, consumer electronics and other ci- 
vilian products. China North Industries 
Corp. (Norinco), the nation's largest arms 
conglomerate, accounts for more than 50% 
of the country's annual production of mo- 
torcycles and 30% of its mini-vans. 

Norinco's factories also churn out hun- 
dreds of other civilian goods, such as ma- 
chine tools, chemicals and refrigerators. 
These goods accounted for 649» of the 
company’s total output in 1990, or around 
Rmb 5 billion. 

Arms exports are Norinco's most lucra- 
tive income source. The company's weap- 
ons sales have averaged more than US$1 
billion annually in the past decade. A sharp 
fall in orders in the past couple of years, 
however, has forced the company to has- 
ten the transfer of military technology to 
civilian use. Norinco hopes to develop its 
chemical, machinery and photoelectric 
technologies for civilian applications. 

The technical standards of the Chinese 
defence industry are at least two decades 





Zhu: bailing out defence plants. 


behind those of the US and the Common- 
wealth of Independent States (CIS, the 
former Soviet Union). Most of the produc- 


satellite-launch programme, which star 
in the late 1980s, has managed to wi 
handful of foreign contracts by offer 
launch prices substantially lower tl 
those of US and European competitors 

For the most part, however, the tra: 
tion to civilian production has bee! 
painful one. Less than half of Chir 
50,000 defence-related firms have fot 
viable civilian goods to manufacture 
commercial services to offer. Most h: 
been able to find only a single produc 
assemble. 

This lack of diversity is a serious pr 
lem as former arms factories try to ki 
pace with changes in the marketplz 
Since 1989, sluggish consumer dema 
especially for refrigerators, Tvs and ot 
light electrical and electronics applian 
has hit defence enterprises hard. 

Stockpiles of these and other uns: 
goods have grown rapidly, to as much 
Rmb 360 billion. And despite urgent g 
ernment efforts to tackle the problem, 
stockpiles are burying state enterpri 
under a mountain of debt. 

During the 1980s, the defence indus 
was cushioned by booming arms expo 
But declining weapons orders from 
Middle East — coupled with sales of 
tech arms by the US and the former Sov 
Union — have forced the defence indus 
to concentrate on civilian production. 

Most factories, however, are 
equipped to make civilian goods. Mt 
plants are also hampered by being loca 
far from markets and transport routes. F 
thermore, the industry has been slow 
exploit military technology for civilian . 
plications. China's nuclear-developm 
programme, for example, brought ! 
country's first nuclear power plant on-l 
only in December — more than 35 ye 
after the country exploded its first nucl 
device. 

The government introduced some m 
agement reforms in the mid-1980s to in; 
market competition into the defence ind 
try. An open bidding system for weap« 
contracts was adopted, and enterpri 
were given the power to hire and fire f 
tory directors based on their manage 
competence. 

China claims these reforms have r 
with some success. Half of the tank-ma 
tenance factories run by the People's L 
eration Army (PLA), for example, were s 
fering from losses of more than Rmb 2 n 
lion in the first half of 1987. Following 
implementation of the contract system a 









China’s major military producers and trading firms 


















t Mipistry of Mos ux JR ec 9h 
Equipment Department 
| Poly Technologies Inc. 
Armaments trading 
ae He Electronics 


Military technology 


Mine detection equipment: Fibre and laser optics; 
Communications technology; Radars 

China Shipbuilding Trading Co. 

Naval ships and craft 

China National Machinery & Equipment 
Import & Export Corp. 

Tad ne eal Armoured vehicles; Trucks; Special use vehicles 
fea China North Industries Corp. 

PET Se Armoured vehicles; Artillery; Small arms; 
Radars; Household goods; Motor cycles; Vehicles 









Kaili Corp. (aka: 
Carrie 


Communications 
equipment; 
Publications 


try ¢ 
China Nuclear et iet Corp. 
Nuclear technology 


Rainbow Development ; 
Nuclear power development 













| China Xinxing Corp. 
Food; Clothing; 
Construction materials; 
Fuels; Vehicles; Boats 
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China prm a hare pa a 
Import & Export Corp. 

Aircraft; Engines; Remotely piloted vehicles 
China Precision 















Import & Export Corp. Y 
Jingan Equipment Precision machinery; Missiles; Rocket engines; "es 
Import & Export Corp. Radars; Medical equipment; Y 
Riot, security and Household electrical goods ES 
retighio equipment, China Great Wall Industry Corp. » 
Small arms Space launch services and equipment » 
Beijing Wan Yuan Industry Corp. | i 
Space launch vehicles B. 
4 VEN 
Note: PLA — People's Liberation Army —— — Guidance and coordination Source: US Defence intelligence Agency 
rises are self-contained communities com- tion independently of the rest of the na- abled the industry to ensure that its plan 
lete with schools, hospitals and other tional economy. are converted to civilian use rather thi 
menities. Adding to the inertia of the industry is closed. As a result, the working practic 


Along with almost 30,000 other smaller the power of its bureaucracy, which in- ofa centrally planned system where nep 
lants, the big factories belong to the “third cludes some of the country’s top leaders as — tism is entrenched remain largely imper 
ne" industrial region, tucked deep in well as offspring and relatives of the ruling — ous to change. 

‘hina’s interior to shield the nation's arms — gerontocracy. Lieut-Gen. Ding Hengao, Most contracts are still awarded on tl 
roducers from attack. (The first and sec- head of the Commission for Science, In- basis of bureaucratic connections and p 
nd lines are located on the coast and in dustry and Technology for National De- — tronage, analysts say. Factory bosses ha 


Ye industrial cities of the northeast.) fence, which manages the defence indus- little real decision-making authority, eve 

The defence industry's workforce of try, reports directly to the State Council over the employment or sacking of er 
"entists, engineers, workers and support and the Central Military Commission. ployees. Defence enterprises are respon: 
ersonnel could exceed more than 5 mil- Moreover, some of the country's most ble for balancing their books, but the 


on, according to analysts. Another 16 powerful policymakers have either worked know the government is politically unab 
iillion workers or more are employed in for, or have close ties with, the defence in- to allow loss-sustaining state-sector firn 
ye third-line factories. Many millions dustry. Ding, for example, is the son-in- to go bankrupt. 

vore are employed in ancillary industries. law of Marshal Nie Rongzhen, one of the Consequently, much of the industry 
his easily makes the Chinese defence in- communist regime's founding fathers and productive capacity remains unused. Mo 
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here are orders for only 100 aircraft a year, 
iays a foreign military analyst. Roughly 
wo thirds of all aerospace enterprises are 
inable either to produce any marketable 
‘ivilian products or compete in the civilian 
narket without state subsidies. 

Across the defence industry, plants 
ave had to install costly production fa- 
‘ilities to be able to make civilian goods, as 
he machinery and tools for assembling 
nilitary equipment cannot be easily con- 
rerted to civilian use. Norinco's main tank 
actory in Inner Mongolia, for example, 
vad to buy millions of dollars’ of new 
nanufacturing equipment in 1988 to build 
tivilian vehicles in its joint venture with 
Mercedes Benz that produces lorries and 
'oaches. 

Defence-industry officials maintain they 
ire coping with this civilian transition, and 
say that its potential as a major money 
»arner is substantial. Boasting some of 
-hina's most advanced technological and 
ndustrial production capabilities, military 
iuthorities hope that defence enterprises 
'an lead the way in exporting industrial 
»roducts such as machinery. 

But the defence industry remains à 
inancial burden for the government. 
According to the latest figures available, 
axes paid by the industry between 1979 
ind 1989 totalled Rmb 1.6 billion, a tiny 
sum given the industry's civilian output 
X roughly Rmb 60 billion in the same 
»eriod. 

Moreover, since the June 1989 military 
rackdown, the PLA has had its share of the 
aational budget rise to 12% annually from 
wughly 8%, reversing the sharp cuts in the 
1980s. Foreign analysts estimate that actual 
nilitary spending in 1991 was more than 
&mb 70 billion. " 





INDUSTRY 2 


China's arms exports stir consternation 


Unguided missile 


China's defence industry has 
carved a lucrative niche in 
the international arms bazaar 
since the early 1980s, selling 
military wares to the Third 
World. 

Peking recently confirmed the transfer 
of M11 tactical-range missiles to Pakistan. 
Foreign intelligence agencies also believe 
China is supplying M9 tactical missiles to 
Syria that could be worth hundreds of mil- 
lions of US dollars. China's nuclear exports 
include a small research reactor to Algeria, 
nuclear technology to Iran and an agree- 
ment to build a full-sized 300-MW nuclear 
power plant in Pakistan valued at more 
than US$500 million. 

The defence industry has nonetheless 
suffered from a sharp drop in demand for 
conventional weaponry. The end of the 
Iran-Iraq War led to a two-thirds cut in 
arms earnings, according to some analysts. 
Other major clients were Saudi Arabia, 
which purchased US$2 billion of Chinese 
CSS2 intermediate-range ballistic missiles 
in 1985, and Thailand, which bought more 
than US$400 million of tanks, artillery and 
frigates from 1980-88. But the lack of so- 
phistication of Chinese arms have seen 
these countries look to other suppliers in 
the past few years. 

China's total arms income during the 
1980s was more than US$10 billion, accord- 


ing to the Stockholm International Pe 
Research Institute. The actual total is pr 
ably much higher as many arms sales 
made in secret. 

China set up two arms-trading cc 
panies in the early 1980s. The more pow 
ful is Poly Technologies, the export arn 
the PLA's General Staff Department. Bu 
give it a civilian facade, the company 
tensibly belongs to China Internatio 
Trust & Investment Co., the nation's : 

overseas investment company. 

Established in 1983, Poly Technolo; 
has been involved in many arms tran: 
tions, including the Saudi missile d 
Many of the company's executives are 
offspring of senior communist leaders 
president is He Ping, son-in-law of pi 
mount leader Deng Xiaoping; a vice-pr 
dent is Yang Li, daughter of Presid 
Yang Shangkun. The director of the 
General Staff Department's equipm 
sub-department, which directly coo 
nates Poly Technologies' activities, is 
Pengfi, son of the late marshal He Lon 

Another arms exporter is China ^ 
Era Corp., founded in 1980 and under 
primary control of the Commissior 
Science, Technology and Industry for 
tional Defence. New Era represents mi 
tries with extensive defence output, s 
as China Precision Machinery Impor 
Export Corp., China Nuclear Energy 





Heart of 
darkness 


The tens of thousands of 
"third-line" defence-related 
plants built in China's deep 
interior in the 1960s and 
early 1970s represent a tri- 
umph of Maoist folly over 
economic rationality. Now they are seri- 
ous liabilities in the defence industry's 
switch to civilian production. 

To limit damage in case of war, the 





These sites were strategically ideal 
during the Cold War, but now they are 
virtually useless. Analysts say more than 
45% of third-line factories have serious 
problems with transport, energy supplies 
and management. Utilisation rates at 
most plants are less than 10%. 

Around 29,000 factories were built or 
moved from coastal areas into the third- 
line region at a cost of more than Rmb 
200 billion (US$107 billion at 1974 
exchange rates). Around 2,000 are large 
or medium-sized enterprises, or plants 
that have fixed assets of more than Rmb 
20 million. These constitute almost a 
quarter of all Chinese enterprises of this 


On the march 





ustry Corp. and National Aero-Technol- 
zy Import & Export Corp. 

The creation of these high-powered 
"ms-export firms led to a dramatic growth 
| income from foreign arms deals. From 
ss than US$400 million in 1979, sales 
eaked at almost US$2 billion in 1986, ac- 
ding to foreign estimates. By 1990, how- 
rer, they are estimated to have dropped 
ı nearer US$1 billion. In comparison, Chi- 
a' s non-military exports in 1990 
nounted to US$60 billion, according to 
hinese figures. 

But earnings from arms sales could fall 
| the coming decade. The end of the Iraq- 
an War in 1989 left Iraq owing hundreds 
‘millions of US dollars to Chinese arms 
rms. Iran has continued to acquire a 
eady supply of Chinese arms, but it has 
quested Peking’s assistance in the con- 
ruction of a local defence industry. 

China has managed to find some new 
ients to compensate for lost trade, in- 
uding Burma and Sri Lanka. Burma is 
iying as much as US$1 billion of Chinese 
ms, with the purchases reportedly being 
nanced by income from drugs earnings. 

Pakistan and China, meanwhile, have 
epped up their arms cooperation, deve- 
ping and producing the new Type 2000 
iain battle tank for the Pakistani army and 
ie K7 jet trainer. The Chinese research and 
velop the weapons, while Pakistan pro- 
des financial assistance and, sometimes, 
'estern technology to incorporate into the 
juipment. 

These new business relationships, 
»wever, are insufficient to fill the vacuum 
ft by smaller sales to the Middle East. 
acause of this, the Chinese defence indus- 
y is looking to other hi-tech areas for in- 
me. The space industry has been eagerly 
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New-generation tanks to head for Pakistan. 
promoting its satellite-delivery services, of- 
fering 25% discounts compared to Euro- 
pean and US competitors. But only one for- 
eign commercial satellite, Asiasat 1, has 
been launched (in April 1990). Two Aus- 
tralian satellites are to be launched this 
year. 


China's nuclear exports have more po- 
tential — and are clearly more controver- 


sial. Peking insists that all its transfer of 


nuclear technology and materials, such as 
experimental nuclear reactors and low- 
grade enriched uranium, have been exclu- 


sively for civilian application. But there is 


widespread suspicion that China has pro- 
vided equipment to some developing 
states that could have military uses. 
Indeed, the close personal relationships 
between the heads of the arms-export firms 
and top government officials have seri- 
ously hampered efforts to regulate the flow 
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of arms sales. 

But international pressure on China t 
rein in arms sales, especially from the U! 
appears to have had an impact. Pekin 
agreed in November to observe the Missi. 
Technology Control Regime, a non-binc 
ing agreement among arms exporters an 
industrial countries not to sell missiles wit 
ranges of more than 300 km in the Midd) 
East. 

Analysts are sceptical whether this wi 
see the end of the missile sales, as Chines 
officials have given similar promises in th 
past that they have reneged on. 

In 1991, too, a department was set up i 
the powerful Central Military Commissio 
to monitor and vet the activities and e 
ports of the arms-trading companies. Bi 
with a staff of only 30 officers, the depar 
ment lacks the resources to carry out il 
duties, analysts say. a Tai Ming Cheun 





hich is a major handicap in their efforts 
ı make marketable civilian products. 
some enterprises are so isolated they 
ive only a vague understanding of the 
forms taking place in the rest of the 
onomy. They still think they are in 
ie 1970s," says one defence-industry 
ialyst. 

To overcome this obstacle, the au- 
orities are trying to improve commer- 
al ties between inland and coastal enter- 
ises. With 60% of the aerospace indus- 
y's output coming from inland factories, 
e Aeronautics and Astronautics Minis- 
y set up Yonglin Technological & Eco- 
mic Development Corp. last year to 


ment, production and marketing of de- 
fence electronic and engineering systems, 
such as navigation and communications 
equipment. 

The government is also trying to move 
some of the plants closer to transport links 
and markets. So far, around 121 problem- 
ridden plants have been moved, merged 
or closed down, at a cost of more than 
Rmb 3 billion. The Finance Ministry and 
local governments plan to spend a further 
Rmb 3 billion by 1996 to overhaul another 
115 defence enterprises. 

One of the largest removal projects 
involves the relocation of Base No. 67, a 
huge facility for rocket research and 


Rmb 160 million to complete the move by 
1993. 

Some factories are impossible to move, 
Among the largest third-line enterprises 
is the Panzhihua iron and steel complex 
in Sichuan province. The first phase of 
Panzhihua was completed in late 1978 at 
a cost of almost Rmb 4 billion. It was to 
be the main steel supplier to hundreds of 
defence factories located around Cheng- 
du. But in 1979, China's economic deve- 
lopment priorities abruptly shifted to the 
coastal provinces. 

The interior provinces view factories 
such as these as one of their few avenues 
towards economic development. Third- 
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Philippine lender leverages up from leasing business 


Widening niche 





y y Nigel Holloway in Manila 
[ easing may not be the most glamor- 





more employees." 


ous entree into high finance, but it 

has enabled All Asia Capital & Trust 
orp. (AAC) to find itself a promising niche 
1 the Philippine capital markets. The 
ompany has grown rapidly by trying to 
o things differently from the bigger uni- 
ersal banks with which it competes. 

AAC was the first company to offer 
'ases denominated in US dollars. AAC says 
: operates the only brokerage offering 
xchnical analysis of Manila's stockmarket. 
ind the company makes a point to syndi- 
ate long-term corporate loans, in 
ontrast to the commercial banks 
rat tend to lend to lucrative projects 
p to the ceiling of their single bor- 
owers' limit. 

AAC is a small operation, with 
30 employees and revenue of P172 
rillion (US$6.5 million) in 1991, ac- 
ording to unaudited figures. But it 
; expanding quickly and profitably. 
\fter-tax earnings grew to P50.1 
iillion in 1991 from P2.7 million six 
ears earlier. Turnover increased 
even-fold during the period. 

"They're smart and aggressive, 
ut they're spread a bit too thinly,” 
ays the chief executive of a rival 
astitution. In reply, Eleuterio 
'oronel, AAC's chief operating of- 
cer, says: "That's why we're hiring 
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. Teodoro Sazon, 


believes they work well in Manila's s 





Indeed, he reckons that technical analysis work 5 better there, 
where technicians are virhiallv non-existent. than in the US. 


a lot more people this year — up to 40 


The main reason for AAC's success has 
been its ability to provide long-term fi- 
nance in a country with a slowly develop- 
ing capital market. In the early 1980s, there 
were virtually no peso-debt instruments 
with maturities greater than two years. 
AAC was able to fill part of the gap by of- 
fering US dollar-based leases for terms of 
up to seven years. 

This may seem like a straightforward 
operation, but no other competitors fol- 
lowed suit because of the inconvenience of 
obtaining the requisite permits from the 





managing director of All Asia Securities, the 
brokerage subsidiary of All Asia Capital & Trust Corp. (AAO), 
| gues that the exact timing of the 


authorities and the difficulty of matchi 
assets and liabilities to remove the curren 
risk. The chief reason, though, was tl 
AAC could obtain long-term US-dol 
funds with the help of the World Ban 
International Finance Corp. (IFC), 
founder shareholder that holds a 10.) 
stake in the company. 

In the past two years, the Departme 
of Finance has opened up a small lor 
term market for peso loans by taking 
the exchange risk arising from offshc 
funding. This has been done by borrowi 
from multilateral institutions at, say, < 
and then lending pesos to local financ 
institutions at rates of more than 16%. 

This has helped create a range of lor 
term debt windows for programmes 
promote industrial modernisation and « 
pansion. AAC became the first non-bank 
nancial institution to gain official accre 
tation for relending money availat 
through these programmes. 

By the time the company became 
volved in long-term lending, it h 
already concluded that the grow 
—$ ofthe leasing market in the Phil 

5 pines was limited and that it wot 
have to explore other avenues il 
was to expand. 

In order to diversify, AAC I 
tried to offer an array of financ 
services to large corporate borro 
ers. At the short end of the mark 
it was the lead selling agent for 6: 
of the P1.4 billion of new comm 
cial paper approved last year. 

At the long end, AAC branch 
out into the lucrative business 
trading government securities ar 
more recently, into the underwriti 
of corporate share issues as well 
stock brokerage. The company a 
provides insurance and consun 


when the market's — index was at 1,203 points, more 
than double its level at 
Pinatubo | 


beginning of the year. On 9 June, Mt 
, helping to knock 28% off the index. 


"On 8 August, at a time when most analysts forecasts were 


buried under a cloud of volcanic ash, All Asia Securities pre- 


dicted that the index would rise to 1,200-1,400 points by May 


| 1992. —* the index currently hovering above 1,200, it has 





EN d its forecast to 1,700. 
says 5 this revised forecast will be reached some 
time ree and July 1993. Giving himself such 


leeway may appear to be excessively cautious, but Sazon ar- 

is less important 
early that the market will rise to that level. 

Wave structures and stochastics mav not be everv invest- 
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Going head 
to head 


By Mark Clifford in Seoul ui 


Antlers are being sharpened in South 
Korea's deer-farming industry. The gov- 
ernment's liberalisation of live-deer im- 
ports this year has angered the country's 
7,672 deer farmers, who on average own 
fewer than 19 deer each. The 
farmers worry that the once- 
cosseted industry, currently 
dominated by former military 
and government officials, will be 
turned on its head by huge cor- 
porate-owned deer farms and 
that their coffers will be drained 
dry. 

At the heart of the matter are 
the antlers of young deer, known 
in the industry as deer velvet. 
Koreans are belting down in- 
creasing amounts of blood 


drained from these horns in the hope of 
improving their health. And at Won 50- 
100,000 (US$66-132) for 100 cc of the 
tonic, no farmer worth his salt wants 
anyone usurping this lucrative business. 

Some of South Korea's most expen- 
sive watering holes are serving the blood 
tonic. The best blood is said to be served 
freshly drained and is sometimes mixed 
with wine to help digestion. 

Deer farmers in New Zealand are also 
worried about losing out to a competitive 
industry in South Korea. For two dec- 
ades, South Korea’s fascination with deer 
products has resulted in a booming ex- 
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port business for New Zealand — and 
especially for a handful of ethnic Ko- 
reans in the Christchurch area who 
dominate the deer-velvet trade. 

In the first 11 months of 1991, South 
Korea bought 4.7 tonnes of New Zealand 
deer velvet valued at US$17.6 million. 
That was 60% of all deer-velvet imports. 
"Its an important and significant part 
of our trade profile with South Korea," 
says Tony Mildenhall, commercial coun- 
sellor at the New Zealand Embassy in 
Seoul. 

New Zealand also faces tougher 
competition from other exporters. In the 
first 11 months of 1991, China 
and the former Soviet Union 
together accounted for 2.2 tonnes 
of South Korea's imports of the 
product. 

Rising demand could solve 
everyone's problems, and some 
deer farmers hope to mass mar- 
ket blood tonic in an attempt to 
build demand. But they will 
have their work cut out. The 
blood is beyond the means of 
most South Koreans, no matter 
how great its health benefits. m 





iance to the employees of its large corpo- 
te clients. In May 1991, AAC set up a trust 
mpany to undertake asset management. 

The next step is to establish a mutual- 
nd management company, to invest first 

venture-capital projects in the Philip- 
yes and, later, in equities. The company 
ns to raise the money through private 
icements and is hoping to attract some 

its shareholders, such as IFC, Korea 
erchant Banking Corp. and Rockefeller 
Co., the Rockefeller family’s investment 
n. The latter two each have a 5.5% stake 

AAC. 

As for its Filipino shareholders, AAC has 
ad to spread the base both regionally and 
lustrially, from the Garcia and Tanco 
Jups in Manila — chemicals and textiles 
ipectively — to the Abaya and Alcantara 
»ups on Mindanao Island — electricity 
itribution and cement. “If we beef up our 
vital again, we'll go to Cebu for share- 
Iders," Coronel says. 

A wide spread of shareholders gives the 
npany the opportunity to find business 

from Manila. It has an 11% stake in the 
aya group's Cagayan Electric Light & 
wer in Mindanao, which was hit this 
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Singapore gambles on US technology ventures 


Silicon implants 


By N. Balakrishnan, Susumu Awanohara 
in Washington and Jonathan Burton 
in New York 
ingapore Government-controlled 
S companies are believed to have in- 
vestments worth at least S$500 mil- 
lion (US$300 million) riding on technology- 
related ventures in the US. But the govern- 
ment's financial commitment goes beyond 
its "Singapore International" strategy of 
outward investment. It is also aimed at 
securing the transfer of technology and 
manufacturing capability from Silicon Val- 
ley to the island republic itself. 
Subsidiaries of Singapore Technologies 
Holdings (STH), one of three large state 
holding companies, have provided funds 
in the past few vears to a range of fledeline 


a project if the US counterpart agrees t 
shift at least part of the manufacturin; 
process to the city-state. Semiconductor 
play a large part in this strategy, as thy 
technology is critical to luring more hi-tecl 
industry to Singapore. 

By definition, investments in less-es 
tablished and unproven companies carry i 
high risk of failure, though gains can b 
spectacular. Given the lack of financial dati 
available in Singapore, it is difficult to de 
termine whether the balance so far i: 
positive or not. 

But some analysts suspect there is con 
cern within Singapore about prospects fo: 
the return on capital, technology transfer: 
notwithstanding. 

The appointment as STH chairman o 
respected administrator I. Y. Pillav has 


JUSINESS AFFAIRS 


ook the helm at STH on 1 December. The 
ews was not officially acknowledged un- 
il the middle of January. 

Pillay’s appointment is seen not so 
nuch as a vote of no-confidence in his 
edecessor, Ngiam Tong Dow, but as an 
nitiative to bring a new style of manage- 
nent to STH, say Singapore sources. 
Vgiam, like his successor, is a trusted sen- 
or civil servant, as well as being the 
hairman of the government-controlled 
BS Bank, the country's largest. Pillay, 
1owever, is expected to bring a more dy- 
amic “hands-on” approach to the opera- 
ion. 

Among the directors of STH subsidiaries 
vho are involved in venture-capital in- 
restments are Ho Ching, the wife of 
Jeputy Prime Minister Lee Hsien Loong. 
jhe is a director of Chartered Semicon- 
luctor Manufacturing, Chartered Telmos- 
Jesign and TriTech Microelectronics. Lee's 
other, Lee Hsien Yang, an officer in Sin- 
rapore's Armed Forces, is a director of 
nother subsidiary, Singapore Technolo- 
zies Industrial Corp. (STIC). 

Ho's appointment to the STH companies 
lates only from the middle of last year 
whereas many of the other directors have 
xeen in place since the 1980s. To some 
;ources in Singapore, this suggests that Ho 
ind Lee Hsien Yang might be part of a 
eam appointed to look at the performance 
x the US-based companies. 

STIC's main venture-capital arm in 
-alifornia is called Vertex Management 
ind is overseen by its director of techno- 
ogy investments, Lee Kheng Nam. One 
ndustry source estimates that STIC has in- 
vested in 10-15 deals in the past year. This 
source declined to vouchsafe an aggregate 
figure for this financial commitment, but 
said that Asian venture-capitalists typically 
put upfront about US$2.5 million for each 
transaction. 

The results of STIC's venture- 
capital strategy appear predict- 
ably mixed, at least among those 
targeted companies on which 
information is available. The 
Singapore-controlled Kris Tech- 
nology, for instance, last year 
started producing a notebook 
computer based on a 386 micro- 
processor and a Taiwanese de- 
sign. Although the Kris product 
has been well reviewed in some 
of the trade papers, it is up against 
a plethora of competitors, in- 
^hidine 7FOS. Toshiba. AST and 





part of its manufacturing 
base to Singapore, has 
raised more than US$55 
million in venture capital, 
though it is not clear how 
much of it came from Sin- 
gapore. 

However, the company 
has struggled to solve a 
basic problem: how to 
make the computer re- 
cognise the variable hand- 
writing of individual users. 
Momenta has been the 
happy recipient of a lot 
of largely favourable 
publicity in the US, though 
some industry experts 
wonder if it is a techno- 
logy ahead of its time. 

But even a scathing assessment of the 
technology which appeared in a computer 
magazine under the heading "Momenta 
mori" contained a major caveat from the 
author: "In fairness to Momenta, I should 
say that I am almost alone in concluding 
that the machine is destined to fail. Other 
analysts and commentators are held in 
thrall by it, and they may be right." 

Singapore investors have seen more 
tangible rewards from their alliance with 
Sierra Semiconductor, a rapidly growing 
maker (mainly in Singapore) of integrated 
circuits for data communications and high- 
resolution graphics. Sierra went public in 
April 1991, and its prospectus revealed 
some of the history of srIC involvement in 
the US. 

In 1987, sTic and Sierra formed a joint- 
venture company, now called Chartered 
Semiconductor Manufacturing. Sierra took 
17% of the equity in exchange for a 
US$555,000 investment and a licence to 
use its proprietary wafer manufacturing 
process, fabrication and testing techno- 








logy. STIC retained the 
mainder of the stock a 
contributed about USS 
million in equity and d 
guarantees, according 
the Sierra Semiconduc 
offer document. Sierra . 
points two of Chartere 
11 directors. 

STIC also received, é 
has since exercised, an : 
tion to purchase Siert 
shares in Chartered-Sie: 
a joint venture betw« 
Chartered Semiconduc 
and Sierra that operate 
product-design centre 
Singapore. This opt 
was set at the price Sie 
originally paid for the shares. 

At the time Sierra's prospectus v 
issued, Singapore interests held 7% of 
company's 10 million shares outstandi 
A total of 276,232 shares were split eve 
between Singapore Aerospace and Sin 
pore Technologies Ventures, 69,058 she 
were held by the Singapore Econor 
Development Board, and 355,637 sha 
were registered under Lee Kheng Na: 
name. 

Lee, who is one of Sierra's five di 
tors, and US company officials acqui 
their stock at an average pre-flotation p 
of US$5.34 a share. In late January, Sit 
shares were trading over the counte: 
about US$25, a rise of roughly 50% on tl 
initial offering price. Lee is also the re 
tered holder of an option to buy 20, 
common shares in Chartered Semic 
ductor at a price of about 28 US cent 
share. 

Other Singapore plays in the US 
clude: 
> Proxim Inc., a manufacturer of wire 
radio communications for personal c 
puters, which is based in Mc 
tain View, California. In € 
1991, Proxim received USS 
million in capital investment f 
several sources including Ve 
Management. 
> Community Health Com) 
ing, based in Houston, Texas 
late 1991, the company recei 
short-term bridge financing 
US$800,000 from Vertex Mani 
ment and three other partn 
The company manufactures in 
mation-support computer syst 
for hospitals. 


SIAM LODUS GROUP" OF HOTELS 


BANGKOK AIRPORT + BANGKOK - PATTAYA * CHIANGMAI * PHUKET * SAMUI 


KOH SAMUI 






ust opened, a delightful first 
class hotel at the secluded 
north end of Chaweng, 
Samui's most beautiful beach. 


Attractive rooms and bungalows, all fully 
air conditioned, with colour TV, in-house 
video, private balcony or terrace, 
telephone, minibar and personal stereo 
tape cassette player. 


A few steps from the beach, a spectacular 
poolside, with jacuzzi, waterfall, children's 
pool and swim-up bar. 


Two restaurants, serving delicious Thai, 
Asian, and International dishes. 


Palm Reef Hotel, Samui. A beautiful 
place to be. 
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p Palm Reef Hotel 


KOH SAMUI 


14/3 Moo 2, Tambon Boput, Chaweng Beach, 
Samui Island, Surat Thani 84140, Thailand. 
Tel : (077) 281000 Fax : (077) 282001 
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WE TOOK LATIN AMERICA 
APART TO ASSEMBLE THE MOST 
COMPLETE COMPANY 

RANKINGS EVER... 


Announcing the Third Annual Edition 
of the 


"AmericaEconomia 500." 

































AmericaEconomia “A 
Magazine’s 500 issue is the 
definitive—and only-annual 
reference work ranking the top 500 
Latin American companies, as well - 
as the next fastest-rising 100 firms 
and 50 largest industrial groups. 

Available now, direct from the publisher, 

the 1991 “AmericaEconomia 500” report 
reviews the year’s key corporate deals, 
macroeconomic data and the most impor- ¢ 
tant information on the region’s stock 
markets. 

Printed in English and Spanish. 

This impressive volume of financial 

data includes: 

ll Company ranking by sales. 

lM Latin American country risk rating 
review. 

W P/E ratio listing of the 100 largest Latin 
American companies by market capitaliza- 4 
tion. | | 

Wi Performance of country funds investing in 
Latin American stock markets. 

lll Local stock exchange overview. 

ll Country/regional funds survey. 


M Inside Latin America's hottest indus- | Ont . 
tries,e.g. petrochemicals, mining, pulp p 7 ? Mailto: AmericaEconomia clo Dow Jones — | 
& paper. ^ ao 420 Lexington Avenue, 25th Floor | 
AmericaEconomia magazine, half-owned M New York, New York 10281 
by Dow Jónes & Company, Inc. and able ( om (YES, please rush, — —— copy(ies) ofthe. | 
to rely on its extensive data bases, is 5 | 1991 JM ML 500" report at $20 per copy. 
acknowledged as Latin America's most A) AAA (ap | My check x moneyorderfor$ ^ |. , including $2.50 ship- | 
authoritative business and financial publi- /4 ge X 


pilin ing per single copy; $5.00 for multiple copies isenclosed. New . | 


cation. e a Soa — add 8. ni oot tax. 
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Has the balance of 
power in Asia shifted? 


m 





apan has challenged US dominance in Asia where both govern- 

ments and individuals are looking to Tokyo for a lead. But, despite | JAP 

their growing economic might, the Japanese seem reluctant to | f 
play this role. The rest of Asia remains unsure what Japan's ultimate | 
intentions are. | 


Now comes a book which examines these important questions, as 
seen primarily from the viewpoint of Japan's neighbours. Compiled by 
correspondents of the Far Eastern Economic Review, Asia's most re- 
spected magazine, "Japan in Asia" reveals what other Asians think of 
Japan. 


Send now for this unique and fascinating study of the most 
significant Asian power-shift in decades. Essential reading for 
business people and, indeed, anybody with an interest in the 
region. 








Mail, Fax or Phone: Far Eastern Economic Review, 

G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338. 

Please rush me the just published JAPAN IN ASIA at HK$140.00, US$17.95, £10.50, Y2,500.00, 8$31.00 or M$50.00 each. 
No of conies [] bv airmnail* [] hv surfare 
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ANKING 


iS bank to give up Indonesian consumer unit 


Ihe Chase is off 





Adam Schwarz in Jakarta 


n a measure of how much Indonesian 
| banking has changed in the past three 
years, New York-based Chase Man- 
ttan Bank plans to sell its consumer- 
nking unit and focus exclusively on 
‘ving corporate clients. Although not 
expected, the move is the most visible 
ange in approach by a foreign bank in 
‘arta since Indonesia announced sweep- 
; financial reforms in late 1988. 
The reforms paved the way for scores 
new banks and thousands of new 
inches. Almost all of the banks have fo- 
sed on consumer-banking activities, 
ding to intense competition for deposits 
1 clients. In the process, foreign banks, 
ich are limited to seven branches na- 
nwide, have steadily lost ground to local 
npetitors. Several have now concluded 
it they cannot compete effectively in 
isumer banking. 
On 24 January, Chase provisionally 
‘eed to sell its retail-banking arm to Bank 
iversal, a privately owned local bank 
h a strong consumer-banking orienta- 
n. Bank Universal is 51%-owned by 
ra International, a conglomerate owned 
the Soeryadjaya family. William 
ryadjaya, the family patriarch, holds a 
ther 20% of the bank. Sumitro 
johadikusumo, a senior economic ad- 
ar to President Suharto, is a minori 
reholder and chairs the bank’s board of 
amissioners. 
Chase executives insist that the US bank 
ains committed to doing business in 
onesia, but say it has been forced to fo- 
its activities in more-specific areas. In 
9, Chase had launched a consumer- 
king programme that offered car and 
ne loans and was intended to include a 
h volume credit-card business. 
"We had no choice but to back away," 
| Peter Nice, who heads the Chase of- 
in Jakarta. "The competition became 
ch too severe relative to the size of the 
‘ket for us to introduce consumer-fi- 
ce products." 
-hase's shift in Indonesia is part of the 








sophisticated enough to make it worth- 
while," he adds. 

Astra vice-president Edwin Soeryad- 
jaya, meanwhile, notes that Bank Universal 
will benefit from the deal by "getting a 
high calibre customer base, additional cash 
and a well-located retail branch." Bank 
Universal is expected to push car financing, 
which will help Astra's core auto-making 
business. Soeryadjaya says Bank Universal 
is transferring many of its outstanding car 
loans to Astra's financing arm, Astra Credit 
Co. 

Chase's retail customers, which make 
up three quarters of its 6,000 accounts, will 
be given four-to-six weeks to decide 
whether to switch banks or stick with Bank 
Universal. The price Bank Universal pays 
to Chase for its retail deposits will depend 
on how many customers decide to stay 
with the bank. Based on Chase's experi- 
ence elsewhere, Nice estimates that about 
30% of customers will 
move their accounts. 

Retail banking makes 
up only a small portion of 
Chase’s business in Indo- 
nesia. Deposits provide 
about 10% of Chase's total 
funding requirements, 
which amount to about 
US$350 million, Nice said. 
Chase posted pre-tax profit 
of Rps 20 billion (US$10 
million) in 1991, up from 
Rps 8 billion in 1990, but 
profits will decline in 1992 
because of a one-time 
US$4-6 million charge to 
cover severance payments 
and costs arising from 
its retreat from retail 
banking plus other efficiency moves. 

Chase's move will be viewed with some 
trepidation by Bank Indonesia (BI, the cen- 
tral bank), which does not want overseas 
bankers and investors to conclude that In- 
donesia is hostile to foreign capital. Some 
foreign bankers have accused BI of dis- 
criminating against them in favour of pri- 
vate Indonesian inctititiane a sharan vt 





million facility for a liquefied natural ga 
plant in Kalimantan in August, and als 
co-underwrote a US$400 million loan fo 
the government of Indonesia in Decembei 
Chase expects its Indonesian loan book t 
rise to about US$430 million by the end o 
1992 from about US$290 million at end 
1990, Nice said. 

Chase's difficulties with consume 
banking are not unique. With the excep 
tion of Citibank, almost all the foreig: 
banks resident in Indonesia have ceded 
more or less, the consumer-banking busi 
ness to Indonesian banks. “We can't com 
pete as a mass-market, retail bank with jus 
a handful of branches against banks with é 
branch on every corner," one foreigr 
banker says. In the last three years, the 
number of bank branches has more thar 
tripled to about 3,500. 

The explosion in banking networks ha: 
generated severe competition for consumer 
deposits. Although the benchmark Singa- 
pore interbank offered rate is around 4%. 
some of the larger Indonesian private 
banks are now offering 10% for US dollar 
deposits — a sign of desperation for li- 
quidity. "It's suicidal to compete with 
that," another foreign banker says. 

In a little-noticed change of direction, 
American Express Bank in December 
decided it would only tar- 
get consumer-banking 
services such as home 
mortgages and interest- 
bearing cheque accounts to 
holders of American Ex- 
press charge cards. "We're 
not going to market our 
consumer products any 
more. Instead, we'll treat 
them as an additional ben- 
efit for card members," 
says lan Fish, who heads 
the bank's consumer-bank- 
ing division. 

One advantage of this 
approach is that consumer- 
banking customers must 
pass through the screening 
procedures used for Amex 
card applicants. Bill Pardos, who runs 
the bank's Travel Related Services in Ja- 
karta, says that while the bank rejects about 
half the applications it receives for Amex 
cards, default rates on card purchases are 
low. 

The exception to the retail-banking rule 
is US-based Citibank. Robert Thornton, 
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COMMUNICATIONS 


Hongkong telecoms firm awaits policy review 


Hanging on the line 


By Michael Westlake in Hongkong 


ongkong Telecommunications 
H (HKT), the territory's monopoly 

provider of voice-traffic links, is 
under attack on two fronts: over its fran- 
chise on international connections, and the 
rate it charges for them, and over a pro- 
posed increase in charges for its domestic 
services. 

As part of an overall review of telecom- 
munications policy, the government is 
considering a plan that would chip away 
at the 25-year monopoly on international 
links held by HKT’s 100%-owned subsidi- 
ary Hongkong Telecommunications Inter- 
national (HKTI). Under this scheme, rival 
voice-traffic providers would be allowed 
access to international private circuits 
rented out by HKTI. Reduced charges for 
customers, say proponents, would become 
inevitable. 

At one time, all international links were 
covered by the franchise awarded to HKTI, 
which runs to 2006. But as technology has 
advanced, first satellite broadcasting and 
then value-added services such as facsimile 
and data transmission have been liberal- 
ised, bringing competition by allowing 
services parallel to those of HKTI. 

Such services were begun last year 
by a joint venture between Hongkong's 
Hutchison Telecommunications and 
American Telephone & Telegraph (AT&T), 
with similar agreements in place for traffic 
between Hongkong, Britain and Japan. 





If voice traffic was also liberalised, AT&T, 
for instance, could use rented private cir- 
cuits connected to Hongkong's public- 
switching network, and then use its own 
links with local telephone companies in the 
US to accept or distribute calls, as it now 
does with data and facsimile services. 

It could offer lower prices for interna- 
tional calls by bypassing "accounting rate" 
charges — in effect, freight charges levied 
by a distant telephone company for deli- 
vering international calls. 

The issue is initially likely to concern 
traffic to and from the US, because Wash- 
ington has been threatening to turn ac- 
counting rates into an international trade 
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dispute unless they are reduced. The U 
a net exporter of telephone calls, and t 
pays out more to overseas administrati 
for delivering calls than it receives for I 
dling incoming traffic. 

In December, the US said its telec 
munications operators should allow 
resale of leased private circuits for v 
traffic on links where the other country 
lows the same. 

This is part of a US campaign to p 
sure foreign authorities into setting ta 
based on costs. As technology has ta 
giant strides over the years, this shc 
mean sharp reductions in prices for « 
sumers. Hongkong officials are un 
stood to be studying the leased-line pc 
bility as one option in the policy review 
a means of avoiding potential trade fric 
with the US. 

The US argument relies in part on 
premise that some countries delibera 
keep accounting rates high so that, as 
importers of calls, they receive more 
eign exchange than they pay out. 

But in Hongkong’s case, the iron 
that the territory is also a net exporte 
calls — except in the case of the US. , 
the Hongkong-US accounting rate ha: 
ready been negotiated downwards f 
US$2.35 a minute in 1990 to US$1.9 
1991, with a target of US$1 by 1994. 

Observers fear that the Hongkong € 
ernment, in order to impress or app 
US officials, may end up trying to gene 
backdoor competition which subverts 
terms of the franchise it granted. This, 
servers believe, would be an overcorrec 
of a problem which, in Hongkong's « 
barely exists. 

Within Hongkong, HKT's wholly ow 
subsidiary, Hongkong Telephone 
(Telco), is awaiting a decision by the ; 
ernment on a replacement for the sch 
of control which limited profits on | 





TOURISM 


The Japanese are back 


The Japanese are getting the travel bug 
again. Airlines report heavy bookings for 
most of the major holidays in 1992, and 
Japan Travel Bureau (JTB), the nation's 
leading travel agent, expects 14% more 
Japanese to go abroad. 


Manv Tananese ctaved at home last 


That is good news for many Asian 
tourist destinations. The JTB estimates 
that each traveller will spend Y430,000 
(US$3,500) — slightly down from last 
year's Y440,000. 

Japanese visitors are a boon for an- 
other reason. too. Thev help to offset the 


lion tourists in 1990, up from 2.1 millio 
in 1985. Most came from South Kore 
Taiwan and other parts of Asia.) 
Apart from their stronger currenc 
which is an inducement to travel, Japat 
ese are being encouraged to take mor 
trips abroad by an increasing amount « 
leisure time. Beginning this year, go 
ernment employees and some publ 
schools will have five-day weeks — 
half-day or full-day shorter than before 
The profile of the Japanese traveller 
changing, too. Young, single workir 





rvices to 16% of shareholders’ funds. AI- 
ough the life of this scheme expired 
arly a year ago, HKT is still regulated as 
level of service and pricing. 
HKT wants the new formula to be of the 
2tail-price index minus X" variety, a 
stem of control which regulates prices 
her than profits. Such a scheme, HKT 
zues, would keep annual price rises be- 
v the inflation rate and would provide 
"ater incentive to generate revenue by 
proving customer service. 
But in the interval between schemes, 
T last October applied for increases 
eraging 10% in local charges, to take ef- 
t on 1 April 1992. HKT claims it is being 
fairly penalised because it cannot adjust 
ces to cope with inflation. It has accused 
' government of foot-dragging. 
The government has responded that 
T agreed last October that new charges 
uld have to await the new scheme of 
itrol — and that both need the approval 
Hongkong’s Legislative Council. The 
incil in turn is awaiting the results of 
policy review, delivery of which is ex- 
ted in February. The last price rise, of 
ut 11%, took effect in January 1991. 
In January 1992, a band of major cus- 
yers called the Hongkong Telecommu- 
ations Users Group joined the fray, say- 
the proposed tariff increases were in- 
ionary. 
Telco's exclusive franchise on domestic 
ce services runs out in 1995; options for 
lacing the franchise are part of the over- 
review, The government last year 
ked away from its earlier intention of 
1g a cable-TV franchise as a Trojan horse 
und the building of a second and rival 
communications network. 
The idea of having a second network as 
neans of keeping HKT in line was 
oted in 1988. HKT was prevented by 
slation from modifying its existing net- 
k to carry cable-Tv signals. But the ca- 
TV franchise winner, a consortium led 
Jongkong shipping and property giant 
arf Group, collapsed in 1990 after inter- 
wrangling. 
IKT is not helped in its arguments by 
mage as a hugely profitable company. 
he year to 31 March 1991, it made a 
rn on turnover of 32%, a figure which 
' to 34% for the six months to 30 
ber. Profit attributable to shareholders 
Britain's Cable & Wireless (58.4%), 
na International Trust & Investment 
p. (20%) and the public — for the six 
iths to 30 Sentemher was HK&? 7 hil- 


ECONOMIES 


Mongoltans feel the chill of a slumping economy 


‘Troubled transition 


By Peter Hannam in Ulan Bator 


ongolians believe the Year of the 
M Monkey brings exceptionally bit- 
ter winters. They are right this 
year. Although temperatures of minus 
30°C are no colder than usual, many urban 
dwellers are having to bundle up to keep 
warm because of indoor temperatures of 
just 7 or 8'C. The government has turned 
down radiators to conserve coal. On 17 
January, coal stockpiles at the country's 
five main power stations stood at 40,000 
tonnes, or just two days' supply. 
Mongolia's transition to a market 
economy is in trouble. The fledgling 











Winter gloom 


democratic government of Premier 
Dashiyn Byambasuren, who had his resig- 
nation rejected on 23 January by the parlia- 
ment's upper house, had been banking on 
a sharp dose of reform to revive the 
economy. Byambasuren resigned on 16 
January because of the country's economic 
woes. 

One of Mongolia's main problems is 
that even though most prices have been 
liberalised, free-enterprise growth remains 
tiny compared with the falling output of 
the state sector. As a result, economic — 
and political — stability is becoming a 
more elusive goal as inflation and unem- 
ployment gather pace. 
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currency, the tugrik, has dropped. The of 
ficial exchange rate is Tugriks 40 agains 
the US dollar, down from Tugriks 7 a yea: 
ago. The blackmarket rate, which is falling 
almost 10% a month, currently stands ai 
Tugriks 170 against the US currency. 

The lack of access to hard currency ha: 
left many factories without critical spare 
parts and raw materials. Coal productior 
has been especially hindered by mining. 
equipment failures linked to the scarcity of 
spare parts and explosives. 

Power plants are also in poor condition. 
The US earmarked a special US$10 million 
grant to import Russian-made spares for 
the country's energy sector, but only about 
half the goods have arrived. The country's 
largest plant, in Ulan Bator, is still running, 
but it is in operation only because of stop- 
gap emergency repairs performed by a 
Japanese aid team. 

Most industrial inputs come from the 
former Soviet Union, so the economic tur- 
moil there has disrupted supplies. Mongo- 
lia has little choice but to rely on imports 
from Russia to keep its industry going. 
About 90% of its industry was built using 
Soviet aid and technology, most of it from 
Russia. 

Last year, trade between Mongolia and 
the Soviet Union fell about 60%, but it still 
accounted for about three quarters of 
Mongolia’s total. Most of the Soviet trade 
was conducted through a straight barter of 
Mongolian copper concentrate for Russian 
oil products. 

But this trade arrangement is in doubt 
today. Russia supplies virtually all of Mon- 
golia’s fuel and lubricants, but the new 
country has yet to sign a firm agreement 
for this year’s deliveries. Still to be decided 
is the form of payment and which Russian 
company will deliver the oil. In 1991, the 
Soviet Union supplied about 570,000 
tonnes of oil products, or about 70% of the 
contracted amount. Officials at Mongolia’s 
Oil Import & Supply Co. are hoping for an 
equal amount this year. 

This hope, however, may prove fanci- 
ful. Russian oil production is expected to 
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»conomy. Transport, particularly for food 
and fodder, has been reduced and private 
rations cut to five litres of petrol a week. 

Mongolia's problems obtaining oil 
products from China exemplify the chal- 
lenges of trade diversification. Talks with 
Chinese oil officials are still in a prelimi- 
nary stage, with China asking a price about 
20% above world markets. Transport fa- 
cilities at the Sino-Mongolian border are 
still meagre, capable of handling less than 
25% of Mongolia's fuel needs. 

The sharp drop in trade has contributed 
to the ballooning government budget 
deficit. Tax revenue from trade dropped 
50% in 1991, while financially troubled 
state enterprises required higher subsidies. 

At more than Tugriks 3 billion, the defi- 
cit for 1991 is much higher than the IMF's 
target of Tugriks 2.1 billion and equivalent 
to about 30% of GDP, according to the State 
Statistical Bureau. 

Foreign aid has been earmarked to 
cover about two thirds of the deficit. The 
government planned to use part of the 
US$200 million donated last year by the 
international community to obtain critical 
imports. The goods were to be sold on the 
market and the tugriks raised used as rev- 
enue. But as little as US$7 million of goods 
have arrived. 

The immediate concern of Mongolians, 
however, is securing adequate food sup- 
plies. Shop shelves are virtually bare, while 
the list of rationed items is becoming 
shorter each month. Sugar and butter were 
unavailable for rationing in January. Even 
with 10 head of livestock per person, meat 
is being rationed, partly because of diffi- 
culties in transporting the goods from the 
countryside. 

Prospects for a dramatic expansion of 
agricultural output cheered aid donors last 
year. They believed that in Mongolia, a 
sparsely populated land, conditions were 
ripe for an expansion of traditional herding 
activities. But last year's results will disap- 
point. Some analysts predicted that the 
number of livestock would increase by 2 
million as privatised herds began to enjoy 
better care. Instead, animal numbers fell by 
1.3 million. 

A scarcity of food also means herders 
now eat more meat. Last year's grain 
harvest fell 17% because of a lack of 
machinery, diesel and fertiliser. Deputy 
Minister of Trade and Industry G. Doyod 
says Mongolia may have to appeal for 
up to 50,000 tonnes of flour in 1992, 
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The Asia card 


Has Japan made a strategic blunder in committing so much of its foreign direc! 
investment to the West at the expense of Asia? The evidence suggests this may be 
so — and that the mistake may be hard to remedy. 

In the 40 years up to 1990, Japanese poured direct investment worth US$13¢ 
billion (44% of the total) into North America, while Latin America absorbed : 
further 13%. Europe took 19% of the total during this time, while the whole of Asiz 
received just 15%. 

That seems sensible enough on the face of things. The US is a market of some 
250 million affluent consumers and the EC is home to a further 320 million. Asi: 
has a huge population, of course, but few large countries yet approaching the 
wealth of North America and Europe. 

Now, the spectre of economic regionalism looms. The North American Fre 
Trade Area (Nafta) promises to expand to include Latin America, where mucl 
Japanese investment has gone. This could become a bloc which vies with the 
already protectionist EC to exclude outsiders. 

Japan could switch its future investment to Asia, of course. This could be don 
in much the same way that it has developed its trade with Asia, to the point wher 
it now exceeds that with the US and far outstrips that with Europe. 

This is harder than it looks, though, because Japan's overall foreign investmen 
is slowing rapidly. Investment will need to be spread more thinly throughout th 
world if current commitments are to be maintained, let alone increased. 

Without it necessarily be 
ing part of any grand desigr 
Japanese companies are be 
ginning to shift the focus c 
their investment attention t 
Asia and to Asean in particu 
lar. Although 115 majo 
Japanese companies surveye 
by Japan's Export-Impor 
Bank indicated they woul 
direct the biggest single shar 
(26%) of their foreign inves 
ment to the EC between no 
and the end of March 199. 
Asean comes very close b: 
hind. Asia plus Oceania wi 
absorb half of the total. 

This might imply that Japanese investment in Asia would quickly catch up wil 
that in the US in particular. But the absolute size of the gap is still large and, in ar 
case, Japan's overall investment flows are shrinking. 

In the fiscal year ending 31 March 1991, they contracted (for the first time i 
nine years) to around US$57 billion, compared with US$66 billion in the previot 
year. One reason appears to be the fact that major capital-intensive investments : 
automobiles, steel and electronics in the US are virtually complete now. But a) 
other factor has been the increase in the cost of capital, from nearly zero in the la 
1980s, as a result of the slump in the Tokyo stockmarket. 

Even if Asia as a whole is to get the lion’s share of future investment, the nee 
to finance existing commitments to the EC plus the formidable cost of maintainin 
and possibly expanding, investments elsewhere will pre-empt much of the sco] 
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5-Japanese group wins 
berian oilfields bid 

A US-Japanese consortium on 28 

iuary won the right to conduct a 
isibility study on developing oil and gas 
lds off Russia's Sakhalin Island, with 

> expectation of a production contract to 
low. The group, consisting of Mitsui, 
:Dermott International and Marathon 

|, will map out ways to exploit the 

a's estimated 680 million barrels of oil 
d 16 trillion ft? of natural gas. 

veloping the resources will cost at least 
$10 billion. Among the disappointed 
lders were Exxon; a group comprising 
uth Korea's Hyundai Group, Australia's 
»ken Hill Proprietary and Amoco of the 
; and Sakhalin Oil Development Co., a 
sortium of Japanese oil and trading 
npanies. 


5 aircraft firm eyes 
‘bu maintenance site 


US-based aircraft manufacturer 
'Donnell Douglas Corp. is negotiating 
th the Philippine Government for a site 
which to build a maintenance facility. 
ide and Industry Department 
dersecretary Gloria Macapagal-Arroyo 
d the US$600 million facility, to be 
ated in the Mactan Export Processing 
ne on Cebu Island, will be used to 

'air the aircraft firm's DC-line of 

iners. 


‘oubled Philippine bank 
acquired by PNB 
Government-controlled Philippine 
tional Bank (PNB) has acquired the 
ubled Republic Planters Bank (RPB) and 
59 branches. RPB was set up during the 
rcos era as the bank for the sugar 
ustry and was 96%-owned by the 

zar Regulatory Administration. Under 
terms of the sale approved by the 

set Privatisation Trust and the central 
ik, PNB will make a P150 million 

:$5.6 million) cash payment, with 

ther P3 billion to be paid, interest-free, 
T 49 years. PNB will also inject P750 
lion into RPB by July. 


agapore ship-repair firm 


group chairman Hsu Tse Kwang said the 
10-year plan to develop the island would 
cost more than S$1 billion (US$610 
million). The land on which the facility 
will be built is owned by a consortium led 
by Indonesia's Salim Group and 
companies in the Sembawang stable. 


India improves exit 
terms for foreign investors 


»> Indian Finance Minister Manmohan 
Singh announced that foreign investors 
will be able to sell shares in Indian 
ventures at prices closer to market rates. 
At present, foreign shareholders must 
accept a deflated price arbitrarily set by 
the Controller of Capital Issues. In future, 
foreigners will be able to sell for the 
average share price of the previous six 
months, less 10%. They also may acquire 
new shares under the same formula. 


Business indicators 


Russia and Pakistan 

to sign trade accord 

9 Moscow and Islamabad on 25 January 
unveiled a new draft agreement under 
which Pakistan will supply various 
textiles and garments, pharmaceuticals, 
food and other commodities to Russia for 





MBf sets sights on 

Malaysian takeover target 

> MBf Holdings, Malaysia's largest 
financial conglomerate, announced on 14 
January that it has received permission 
from the Finance Ministry to purchase 
just under 33% of the paid-up capital of 
Malayan United Industries (MUI). The 
approval confirmed earlier reports that 
MBf Group Chief Executive Dato Loy 
Hean Heong is interested in acquiring 
all or part of MUI, a group of financial 
and manufacturing companies 
controlled by Malaysian tycoon Tan Sri 
Khoo Kay Peng. MUI has been the 
target of a bitter takeover attempt by 
another rival group headed by Vincent 
Tan Chee Yioun. Khoo, however, has 
denied that he is negotiating “with 

any party over the sale of their MUI 

S " 


Indonesia cuts oil output 

to meet Opec targets 

P Indonesia's minister for mines and 
energy, Ginanjar Kartasasmita, said on 22 
January that Indonesia would slash oil 
production by 25,000 barrels per day 
(bpd). The move is part of a coordinated 
action by Opec to reduce output and prop 
up oil prices. Indonesia, which produced 
1.5 million bpd in December, is Opec's 
only Asian member. 


Thai firm picks US partner 
for Bangkok telecoms project 
> Thailand's TelecomAsia (formerly CP 
Telecom) has selected US telephone- 
network operator Nynex Corp. to take 
part in its 25-year, 2-million line Bangkok 
telephone concession. Nynex, which 
operates a phone network in the 
northeastern part of the US, will take a 
10% stake in the US$2.5-3 billion project. 
TelecomAsia is controlled by Thai 
agribusiness conglomerate Charoen 
Pokphand. 


Foreigners may invest 
in listed Indonesian banks 
»> Indonesia's parliament has passed a 


law allowing foreigners to buy shares in 
banks listed on the Takarta Stock 
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Commodities 
Previous 3months “Year Spot Previous 3 months Year 
Last sale to 27 Jan. Latest week ago ago 27 Jan. rate} weekt agot ago! 
God  London(2) 35560 35940 — 36120 — 37505 Australia — doa 13481 13319 12758 1278 
— New York (3) Bangladesh* taka 37.70 3770 3775 35.65 
Current delivery (Jan.) 98.45 96.70 10520 104.15 Britain = pound X 05614 0.5543 0.5904 à 1 05089 
Feb. delivery 98.60 Brunei . dollar 1.6358 1.633 — 1 7008 — 
Aluminium London (7) - T, juma* —— — kyaà ——  — 6265 6.265 6265 5.965 
Current delivery (Jan.) 1,250.00 1,185.00 1,176.00 1,475.00 Canada _— — 1.1745 _ AAS 11247 — 1.1635 
i NER DEREEEET "re: —— NR — France 5.493 5.404 5.8585 5.0545 
) 14 4. 4. ha Y — —— — 
. ss M d ). Ma — M ML Germany mark 16127 1.5855 17188 — 14881 
Cotton Hongkong dollar 7.759 7.7605 7.7615 7.795, 
oer I a co mess India rupee — 25824 2582684 258184 183638 
Mant — resi iid indonesia rupiah 2,002.00 1,999.00 1,978.00 1,911.00 
Rubber Kuala Lumpur (8) Japan yen 12505 123.47 13255 131.65 
Current delivery (Feb.) 215.00 215.50 22750 230.50 A 
Mar. delivery 216.00 Macau" pataca 805 805 8.05 8.05 
— — — — — Malaysia — collar — 1 2652 269015 — 2756 2.698 
cm — * 86500 365.00 à 38000 à 41000 Nepal’ rupee 4230  —— 40 —49 2400 - 
Palm Lumpur (4) Mew Zealand dolar 1.8584 .— 1,8362 1.8064 — 16706 
Current delivery (Feb.) 911.00 906.00 840.00 840.00 Pakistan rupee 24.6553 24.61 24575 — 218581 
Apt. delivery TT o OD EMS Papua N.G. kina 0.9569 09542 09454 0.9421 
Sugar ork (3) Philippines peso 26508 26.60 27.00 28.25 
Current delivery (Mar.) 8.63 8.59 8.69 8.92 Singapore dollar - 1.6358 i FE p 4.7008 1727 
May delivery € £ South Korea won 76450 76350 75040 71840 
Pepper Singapore (9) Sri Lanka 41.7843 42.00 41.58 40.018 
Sarawak Asta bk 100% 20750 20750 21800 29250 Ssiseded ko I — OO 120 
Wheat Chicago (5) Taiwan NT dollar 25015_ 25131 26.386 27.12 
Current delivery (Mar.) 437.50 420.00 36460 255.20 Thailand baht - 25.37 25315 2562. 25.14 
May delivery — 417.20 — Communist — HK$-Rmb 0.70095 Laos US$=Kip 705.00 
countries: — Vietnam 10,500.00 Cambodia US$=Riel 750.00 
MU me — * 25940 25040 — 24240 Other: Commonwealth o Independent States (former Soviet Union) US$=Rouble 110 
Em =f. : — (trom 15 Jan.) SDR1-US$1.39973 ECU1-US$1.27232 S$1-M$1.62395 
SX wile fob * a200 28200 2970 298500 *Officialrate {Middle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rate 
Soyabeans Chicago (5) 
Current delivery (Mar.) 581.40 576.60 541.20 57140 
May delivery | 588.20 a. E 
Cocoa New York (7) 
Current delivery (Mar.) 120800 1,218.00 1,8600 1,147.00 27 Jan. 
May delivery j A 1,244.00 — oni - i2 
Coffee New York (3) us$ 409375 4.09375 415625 4.48875 771 
Current delivery (Mar.) 7570 77.70 8100 85.95 Sterling 10.625 10.50 10.25 10.1875 9.48 
May delivery — De CT An es BaT a A Yen 53125 X & 500 48125 — ^ 456875 5.26 
Petroleum Swiss Fr, .— 7375 7375 7.3125 7.1875 — 
Sumatran light Tokyo (10) 19.90 17.95 2060 — 21390 Dm 9.50 9.4375 93125 9.125 79 
Brent .  london(10) ^ 1847 1825 — 2185 2035 AS 20005 à 3 69975 &à— 68/5 —w—à—0)M Á— à 1007 
cs 6.875 6.875 6.9375 7.125 8.45 
(1)M$ akg (2) US$ an oz (3) UScalb (4) M$ a tonne (5) USe a 60 Ib bushel ^j — EC — ATE er 
(6! USe a 56 Ib bushel (7) US$ a tonne (8) PSS1, Me akg (9) S$ a 100 kg (10) US$ a barrel ECU . 10125 _ 31006205 à—à 9939/5 &—à 9995 à $33 840 
(11) BWD, Chittagong/Mongla, US$ a tonne Source: Telerate, International Jute Organisation tOtfered rate Source; Telerate, Salomon Brothers 





Economic indicators, selected Asian countries 





Economic Growth % (real) (1) 

1991 2 45-7 34 3.5-4(4) 7 3.8 8.6 
EY — 3.75 Aa 5.5-7 Ü ro 5 Lt 4/4) | $5 $ 835. * 85 — 
International Reserves (5) 

Latest US$16.53b (Nov) US$40.92b (Sept) n.a. US$2.75b (Nov) US$8.57b (Oct) US$70.87b (Nov) US$9.88b (Apr) 
Year earlier — — —  US$15520  US$26.84b — na. .  US$205b US$5.74b — .. USS7773b — 1 USS774b 
Trade Balance (total merchandise) 

Latest 3 months -US$0.01b (Sept-Nov) +US$2.44b (Sept-Nov)  +US$0.38b (Oct-Dec)  -US$0.30b (Jul-Sept) +US$1.090/8) (Jun-Aug) — «US$23.65b (Sept-Nov) -US$0.34b (Auc 
Previous 3 months +US$1.16b +US$2.69b +US$0.665 -US$0.52b -US$0.15b «4US$19.71b -USS$0.78b 
Year earlier x — «US$0.09b hd +US$2.93b — — | US$014b — — —— -US$1435b ——— _ +US$0.21b 5  «US$1241b 2  -US$0.29b 
Exports ©) 

Latest 3 months US$10.58b US$19.09b US$28.20b US$4.03b US$7.42bi8) US$83.21b US$9.23b 

% change previous 3 months 43 £7 45.8 «11 +13.8 +48.4 A 

"echange year earlier — : — i iet +18.5 6.2 i «30.9 «6.5 he a 414.9 
Imports (7) 

Latest 3 months US$10.59b US$16.65b USS27.820 USS4 34b US$6.33b/8) US$59.56b US$9.57b 

br d " ^ ^" 4^ ^ ac TA 4 R2 ai 4 41R 








Stockmarkets 


rae New York awaits new interest-rate cut a a a Tokyo buoyed by government 
intervention a a a Hongkong hits record high a a a Straits bourses move sideways m m u 
Indonesia continues to gain strength in week ended 29 January m m a 
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Test of salesmanship 


ver hopeful, the cash-strapped 
Japanese Government is planning 
a further issue of stock in state- 
controlled telecommunications 
giant Nippon Telegraph & Telephone 
Corp. (NTT) and the sale of a slice of state 
tobacco monopoly Japan Tobacco Inc. (IT). 

But the chances of getting either away 
are slim because of dismal stockmarket 
conditions. Trading volumes have been 
declining since early 1987, and there is talk 
of a special fund being created by Japanese 
brokerages to bolster the market. 

In the fiscal year ending on 31 March, 
the government has been able to use Y1.3 
trillion (US$10.4 billion) of previous NTT 
sales for financing public works. But only 
Y216 billion remains from previous sales 
for use in the coming financial year, one in 
which the need for fiscal stimulation is ex- 
pected to be even greater. 

So the Ministry of Finance is asking the 
Diet for approval to float 500,000 NTT 
shares at Y753,000 each in the coming fi- 
nancial year to raise Y377 billion. The min- 
istry also wants to sell 660,000 JT shares at 
Y418,200 each to raise Y 280 billion. 

But because of the depressed stock- 
market, the Ministry of Finance has not 
been able to start the NTT offering, part of a 
five-year programme to dispose of 2.5 mil- 
lion shares. The offering is designed to cut 
the government's current two-thirds re- 
sidual holding in NTT to about one third. 

The sagging stockmarket has also kept 
the Ministry of Finance from beginning a 
first-time share offering to the public of JT 
shares. Plans to issue Japan Railways (JR) 
shares to the public have also been set 
back. 

The Ministry of Finance is boldly talk- 
ing of an issue share price for NTT that is 
substantially above the current price of 
¥680,000 a share. True, the proposed offer 
price is far below the Y2.47 million-a-share 
price at which an NTT tranche was mar- 
keted in 1988 but that simply means that 
most existing holders are likely to run a 
mile from any new offering. 

Many of the investors who bought NTT 
— from 1986 onward when a lucky few 


— in at MOTA MM a charo — were indi- 


the US — still a larger utility than NTT in 
all but sales — with a price-earnings ratio 
(p/e) of 16 or British Telecom in Britain 
with a p/e of 9.5. NTT has a p/e of 42. 
Nizam Hamid at broker UBS Phillips & 
Drew in Tokyo argues that these p/e's 
must be judged in market-relative rather 
than absolute terms. He says NTT must be 
rated a buy in terms of its earnings pro- 
spects and huge cash flow. But he admits 
that the proposed offer price for the NTT 
offering must be viewed as notional. 
Shroff believes the Ministry of Finance 
might be better advised to fix a more mod- 
est price for NTT and get on with disposing 
of the stocks it wants to sell rather than 
creating uncertainty by making tentative 
offers and later withdrawing them. Failing 
that, it might consider pushing JT first, as 
the company has no unhappy band of 
existing private shareholders. Better still, 
investors have Japan's already-listed pri- 
vate railway companies as a yardstick if 
a decision is made to go ahead with priva- 


tising JR. m Anthony Rowley 


Going cheap 


Sir Run Run Shaw, the octogenarian Croesus 
of Chop-Socky, is well known for his 
philanthropism. He has donated more than 
HK$1.2 billion (US$155 million) to colleges 
and universities worldwide in the past 20 
years. He offered to stump up cash on be- 
half of distressed Bank of Credit and Com- 





28 January. It listed US$4.9 billion in ass 
and US$53 billion in liabilities. 

In the wake of its worst Christmas < 
son ever, Macy's cut off payments to tri 
creditors in early January. An effort by 
other big shareholder, Loews Corp., to 
range a US$1 billion bail-out foundered 
the rocks of interest-rate concessions 
creditors. 

Chief executive Edward Finkelst 
loaded down the company's balance sł 
with US$3.5 billion of debt to take it : 
vate in 1986. Two years later, he spent 
other US$1.1 billion to buy up-market C 
fornia vendors Bullock's and I. Magi 
Remedial capital injections by Sir Run R 
Loews’ boss Laurence Tisch and ott 
failed to stem the recession-induced c 
towards insolvency. 

Traditionally, Sir Run Run has show 
soft spot for friends in need. He hel 
bail out Kenneth Fung's Fung Ping V 
Group in 1986. Alongside Robert Kuok 
also helped put off Alan Bond's day 
reckoning by a few months by allow 
the Australian an honourable exit fi 
Hongkong's TVB. 

Finkelstein is also a friend. His 
Mitchell is married to a starlet once ur 
contract to Sir Run Run's Shaw Brotl 
film-factory. But reviving Macy's is a 
job. In addition to talking bankers ; 
slashing the company’s interest bill, w} 
they refused to do for the powerful Ti 
there are 23,000 suppliers awaiting | 
ment and a host of junk-bond hok 
whose US$1.3 billion face-value in pap 
trading at an 80-85% discount. 

Will Sir Run Run pony up more cas 
help lawyers decide the divisive ques 
of who will end up owning the vener 
133-year-old retailer? Analysts say 
Hongkong billionaire put forth a coolly 
ceived proposal to restructure Macy's 
fore the Chapter 11 filing. 

Shaw adviser Louis Page says his | 
is still keeping several options open, 
Shroff figures that Sir Run Run's orig 
aim in the Macy's investment was to 
to his legacy, not to bleed it slowly. . 
resurrection of Macy's will be long anc 
pensive — and highly risky given tape 


TO DEAL WITH 
THE MONKEY 





ne of the keys to succeeding in Asia in 1992 (the year 
Q- the monkey), will be your depth of understanding 
of the events and developments of 1991 (the year of 
the ram). Changes have swept through the a 
region, altering business, political and 
i financial outlooks. Any move without 
reference to accurate information could be a move in the wrong 
direction. For 32 years business leaders, scholars and politicians from 





around the world have relied on the “Asia Yearbook” for that accurate —— 
information. The all-new 33rd edition, compiled and edited by Ze SEG 
journalists and staff of the Far Eastern Economic Review is now owl 





available. “Asia 1992 Yearbook” covers the major events in Asia and | 
also provides a country-by-country analysis of the various political, jmi YEARBOOK i 
social and economic scenes. ——— 





Mail, Fax or Phone: Far Eastern Economic Review, (C 1 

G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338. | | 

| Please rush me the just published ASIA 1992 YEARBOOK (hardback) at HK$315, US$39.95, £24, Y5,600, S$71.50 or M$ 1 17.50 each or (softback) | 
at HK$235, US$29.95, £18, Y4,200, S$53 or M$88 each. 
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AURTEALIA 





AN OPPORTUNITY IN 
MAJOR DEVELOPMENT 
IN THE AUSTRALIAN MEDIA 


PROVIDER OF 
AUSTRALIA'S FIRST 
NATIONAL PAY 
TELEVISION SERVICE 
TO BE SELECTED 


{| In October 1991, The Australian Government announced Pay TV would be permitted 
| in Australia from 1 October 1992. 


Pay TV is expected to: 

+ add to the diversity of choice for in-home entertainment, information 
and education services available to the Australian public; 

* provide a catalyst in the upgrading of the nation's communications infrastructure; 

provide the opportunity for a new high technology industry in Australia which 
will provide jobs in programming, retailing and servicing of Pay TV, and 

* create a new service industry with export potential particularly to Asia and 
the Pacific region, and possible manufacturing opportunities for Australian 
industry with export potential. 

Pay TV offers a chance to be involved in one of the most significant developments 

in the media in Australia since television was introduced some 35 years ago. 


The opportunity, to be sold by tender, is for the right to operate a national four 
channel Pay TV service, delivered through the AUSSAT satellite network which is 
being acquired by the new Australian telecommunications carrier, Optus 
Communications. As a condition of its licence, Optus is required to offer this satellite 
capacity. 


The Australian Government is planning a two-stage process to select the provider of 


Pay TV. 


+ Registration of interest (including a request for some information to assist in 
determining a final regulatory framework). 
* Requests for tenders. - 


|| Initial registrations of interest are sought by 28 February 1992. The process is to be 
-completed by August 1992, 







THE 
ASIA 
SOCIETY 





DIRECTOR 
CONTEMPORARY AFFAIRS 


The Asia Society seeks an experienced Asian affairs specialist to 
direct. its Contemporary Affairs Department at its New York head- 
quarters. The Director has overall responsibility for the Society's 
national public education programs for adults dealing with con- 
temporary issues in Asian politics, economy, society and interna- 
tional relations. The Director develops projects including studies, 
international conferences and seminars, regional programs 
"around the U.S., books, reports and briefings, has responsibilit 
for fundraising, and for developing the Society's relationships wit 
l Americans and Asians dealing with contemporary issues. 
^. Activities encompass Northeast Asia, China, South East Asia and 
Oceania and South and Southwest Asia. 


"Qualifications: Extensive knowledge of Asian affairs through pro- 
“fessional experience or academic training with emphasis on politi- 
cal or economic issues, international relations, or modern history. 
Expertise in at least one major mun or region and advanced 
competence in at least one major Asian language are strongly pre- 
ferred. Strong administrative, communications, and interpersonal 
skills are required. Substantial experience in public education, 
policy analysis, institutional development and fundraising in the 
S. is very desirable. 
Professionals in government business or journalism as well as 
scholarship are welcome to apply. Salary commensurate with 
qualifications and experience. Excellent benefits package. Letters 
of application with resume should be sent to: 


THE ASIA SOCIETY 


BOX CF 
725 PARK AVE, NYC, NY 10021 
equal opportunity employer m/f 
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GRACIOUS COUNTRY HOME 
LESS THAN AN HOUR FROM 
MID-TOWN MANHATTAN 
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'eking a presence in the U.S.? 


nsultancy seeks to help Asian com- 
ties through competitive intelligence, 
rketing, media relations and more. 
phisticated service, with excellent 
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The BBC World Service is looking for a dynamic journalist/broadcaster to head 
its Thai Section, which broadcasts 7 hours a week of news, current affairs and 
feature programmes to Thailand. 

You would be responsible for developing the Section's output in a highly 
competitive broadcasting environment, maintaining rebroadcasting outlets in 
Thailand and managing a creative team of nine Thai journalists/broadcasters. 

You will need sound editorial judgement, first hand experience of Thai and S E 
Asian politics, a good knowledge of world and regional current affairs, an ability 
to lead and motivate a team of broadcasters with tact and sensitivity and a 
working knowledge of the Thai language. 

The post, which is London based, will be offered either as a continuing or as a 
fixed term contract of up to three years. 

Salary £22,872 — £31,610 p.a. (staff) £26,303 - £36,352 p.a. (contract) plus 
£1500 continuing allowance. Starting salary according to qualifications. 

To apply, send full CV to (quote ref. 9328/EC) BBC World Service 
Recruitment, Room 111 NE, Bush House, Strand, London WC2B 4PH. Tel: 071- 
257 2948 Fax: 071-836 3251 to arrive no later than February 19th. 
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C oA S T AUSTRALIA 





ck record, Buckman Associates, 307 
irth Avenue #1100, Pittsburgh, PA 
222, telephone: USA 412-471-6348, 






WHILE MANY WILL DESIRE EXCLUSIVE FEATURES INCLUDE 


THE LIFESTYLE INHERENT WITH oo ure BEACH FRONTAGE 


2 412-471-6349. 





THESE MULTI MILLION DOLLAR 
APARTMENTS ONLY FIVE 
PRIVILEGED OPPORTUNITIES 
AWAIT THE VISIONARY BUYER 
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Of mice and yen 


ompanies developing new drugs 
need to test them on life forms. But 
what happens when creatures do 
not get the diseases that the drugs 
are intended to treat? The answer today is 
that scientists can create some that do. 

Take Alzheimer's disease, a degenera- 
tive brain disorder that afflicts the elderly 
and for which there is no effective treat- 
ment. Until recently, researchers were 
forced to rely on cadavers, which are not 
much use for testing the efficacy of a drug, 
or monkeys, which though susceptible to 
the disease, are expensive to use. 

But researchers in the US with Japanese 
funding have come up with a much 
cheaper alternative: transgenic mice. Ro- 
dents do not usually succumb to Alzhei- 
mer's disease, so the researchers insert 
fragments of human genetic information 
into mice embryos. This instructs 
the brains of the new-born mice to 
produce a protein suspected of 
causing the disease. 

Last year, California Biotech- 
nology, a small Silicon Valley- 
based company, created a trans- 
genic mouse for Daiichi Pharma- 
ceutical, Japan's sixth-largest drug 
maker. The animal exhibited some 
mild symptoms of Alzheimer's 
disease. 

And just before year-end, re- 
searchers at Mount Sinai Medical 
Centre in New York went one bet- 
ter. These researchers came up 
with a mouse that by the age of 
eight months had all the signs of 
the disease. Since beginning re- 
search almost two years ago, this 
team has been funded by the US Govern- 
ment's National Institute on Aging and 
Yamanouchi Pharmaceutical, Japan's third- 
largest drug company. 

Armed with their new mice, scientists 
believe they can make rapid progress in 
determining what causes Alzheimer's dis- 
ease and in developing a cure. That is good 
news. For as anybody acquainted with 
someone afflicted with the disease knows, 
it is a cruel, lingering fate. It attacks the 
front and temporal lobes of the brain — 


Brain cells by beta amyloid. 


treatment. Until recently, the disease was a 
rare affliction, merely one of several possi- 
ble causes of senile dementia. Look up the 
disease in dictionaries published before the 
mid-1980s, and you will be lucky to find 
an entry for it. 

As people live longer, however, Alzhei- 
mer's disease is becoming increasingly 
common. Doctors reckon that it affects 
more than 30% of people in the over-80 
age group. It is estimated that as many as 4 
million Americans have the disease. In Ja- 
pan, the figure is lower — 300,000 cases 
have been identified — but the number of 
afflictions is rising rapidly. 

The combination of uncharted scientific 
territory and untapped commercial poten- 
tial has turned research on Alzheimer's 
disease into one of the fastest-moving fields 
in medicine. An enormous effort is going 
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on worldwide that is yielding significant 
insights into the disease. 

Although scientists do not know 
what causes Alzheimer’s disease, they can 
tell you a lot more about it. The disease 
begins with the build-up around brain cells 
of beta amyloid, the protein that the 
transgenic mice have been engineered to 
produce. As the disease progresses, the 
protein deposits become more dense, 
causing brain cells to degenerate. The 
brains of people with Alzheimer’s disease 
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produced during normal aging, explair 
why people become more forgetful as t 
get older. But with Alzheimer's disease 
in the brains of patients with the gen 
disease known as Down's Syndrome, t 
are produced in quantities 1,000 tir 
greater. 

As neurons degenerate, there is a 
multaneous decline in the level of ne 
transmitters, enzymes that carry chem 
signals from one brain cell to the next. 
one time, many drug companies belie 
that increasing the amount of one kinc 
neurotransmitter, an acetylcholine, mi 
do some good. 

Several Japanese companies 
Yamanouchi, Fujisawa and Eisei — are 
pursuing this approach. These compa: 
hope that pumping up acetylcholine le 
will provide temporary relief from 
early symptoms of Alzheim 
disease. 

But researchers who are sce 
cal of this treatment are takir 
closer look at beta amyloid anc 
role in the development of 
disease. They reason that if t 
can find out what triggers 
overproduction of the prot 
they may be able to stop it. 

The other main approach i 
try to regenerate damaged b: 
cells using infusions of prot 
called growth factors. This is 
approach that the Americ 
Japanese team at Mount Sin: 
taking. Meanwhile, in Jar 
Yamanouchi and Daiichi will 
tempt to use their new mic 
screen promising compounds. 

But caution is in order. Developir 
drug to stop Alzheimer's disease will : 
much effort, even with the shortcut 
transgenic mice represent. “This is a 
search issue, not a development iss 
says Barbara Cordell, who is in charg 
neuro-related work at California | 
technology. 

Cordell points out that in additio: 
understanding Alzheimer's disease 
developing drugs to cure or contaii 
researchers must find a convenient wa 
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1e sensible Citation business jets. 
om Cessna. 
When it comes to choosing a business jet, 
npanies worldwide have made Cessna 
ations the overwhelming choice. 

Nearly 1,800 Citations have been delivered, 
king them the best-selling business jets of 
ime. Last year alone, more than one out of 
ry two light and medium business jets 
ivered was a Citation — representing an 


six separate models from which to choose. 

It is the most extensive line of business jets 
in the world, Offering enough choices to meet 
every imaginable corporate mission. 
CitationJet. The first new-generation business 
jet to use a highly efficient laminar-flow wing 
and advanced turbofan engines. 

Citation II. The best-selling business jet of all 
time, guaranteed to cost less to operate than the 
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Many Reasons To Choose A Citation. 


Citation VII. Takes the midsize jet to a new 
level — with outstanding high-altitude and hot- 
day performance, coupled with the highest 
of passenger comfort and elegance. 

Citation X ("Ten"). At speeds up to Mach .9 
(594 mph), it is the fastest business jet in the 
LIII 

X ivers inary range 
fuel efficiency, 
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Does your corporate bank 
turn the key or lock you out ? 


LTCB unlocks i 
a world of financial possibilities... 
We're fast-moving and flexible. Our expertise, creativity and 


technology can bring the global marketplace to your ont ay, « 
no matter where you do business. - 


Money isn't everything...especially in finance. Sometimes you 
need the right key, too. 


LTCB 


The Long-Term Credit Bank of Japan, Limited 
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HELPING 
TO MAKE 
THEIR WORLD 
A SAFER 


PLACE 
IS EASIER 
WITH PHILIPS 
LIGHTING 





Pa safety is governments 
responsibility towards the community at 
large. 

Effective improvements. Working 
with local authorities all over the world, 
Philips Lighting has earned a well-deserved 
reputation for showing how effective street 
lighting can bring dramatic improvements in 
safety and security. So pedestrians feel safer 
again, whilst delinquents do not. 

Made-to-measure r 
support. The unique versatil- 
ity of the Philips Open Air 
Laboratory allows almost any 
street lighting situation to be 
simulated. For testing, mea- 
suring and evaluation. In 








practice this means we demonstrate the best 
possible solution to back up our recommen- 
dations. 

We'll be glad to help promote a safer life... 
after dark. 


Bringing light to life. 

For over 100 years, Philips Lighting 
has led the way in research, technology and 
understanding the needs of our professional 
and consumer customers, for 
one reason only — because 
we want you to have the very 
best lighting solutions. 

For a better way to 
work and a better quality of 
life. But then light is our life! 


BRINGING. YOU BETTEBj HT. 


ished 'justice' 
'ur correspondents [Maddening silence, 


Jan.] lament the EC's lack of response to | 
donesia's efforts to ameliorate human | 
shts abuses in East Timor. I wonder what | 


ey have in mind. 
The new military commander, Brig.- 
on. Theo Syafei, has given no sign of sof- 


is on the contrary, he has warned that | 


s “not as patient” as his predecessor. 


VEM s inquiry commission said | 


thing about improving human rights. 


it it did recommend that “trials should |. | 


held against all those involved in the 
vember incident.” Did it mean that so 


ars Whe Ebe s and killed the I es ; a = 


no: — dete w the detendánts had de: 
"Vers. af their choice. 





) contiision : i | 
ie review of Aung San Suu Ky S Frécdom 


mt fear and other writings [9 Jan.] sug- 


sted that I “possibly” confused Dr Sein 

in and Gen. Sein Lwin. Even though the 
inted essay misspelt the name of the 
ader of the National Coalition Govern- 
ent of the Union of Burma, no one who 
ad the essay could confuse the two from 
e content of the sentence. I identified Sein 
)win as Dr and following his name, ina 


parate clause, I went on to say, “a cousin 
Aung San Suu Kyi.” If there was confu- 
o, it was in the mind of the —— 


id not in mine! 


uU Jersey. Dr JOSEF SILVERSTEIN : 
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— of protest 
'garding Husain Haggant’ S : objections i in 


e > LETTERS column [9 Jan. F Doth the lady. 


PE 


— : CARMEL BUDIARDJO a 
tornton Heath, Indonesia Human Rights. |. | 
wey, ugue E diei a | 
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We at Fuji Bank believe that 
servicing both the needs of clients and 
those of society represents the new standard 
for banking excellence. Responding responsibly and 
sensitively to new environments is how Fuji Bank 
proves its commitment to improving 
the quality of life for everyone. 
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In Hannover. Here — at the HANNOVER FAIR — 6,000 exhibitors from 40 countries prese 
their technology to half a million visitors, including senior management, engineers, desig 
ers and buyers. From more than 100 countries. B 
size is not the only criterion. The HANNOVER FA 


also provides a uniaue insiaht into state-of-the-art technoloav. Acknowledaed bv exhit 








roduct premieres and innovations. Advanced technol- 
gy can be presented here in an industrial context. 
he perfect setting for the transfer of know-how and 
chnology, the HANNOVER FAIR also serves as a basis 


wr makina business contacts and initiatina international 





ACCUMULATE WEALTH 


WITH TWO NEW 





Gy a single currency is introduced, then 
logically the yields on government bonds 
should converge to the same level. 9 


Philip Coggan, Financial Times, 
14th December 1991. 


We couldn't agree more. 
Our new. European High Yield Bond Fund 
will benefit from the process of convergence 








of interest rates and inflation in Europe as Mon- 
etary Union progresses. Under this scenario, higher 
yielding European Bond markets will not only 
produce higher yields than the average but should 
also produce capital gains as their bond yields fall 
towards the average. 

The fund will be managed in the same way 
as the Guinness Flight EMU Trust!, launched in 
October 1990, Over 14 months this has acheived 
areturn of 15.9% in Sterling (11.2% in US Dollars)? 


ROLL-UP BOND FUNDS 


€ NE W. YORK - Investors poured a whopping 


$9.6 billion into bond mutual funds last 
month and US fund groups say the pace of 
sales remained brisk during November. 


The Wall Street Journal Europe, 
3th November 1991. 





US DOLLAR HIGH YIELD BOND FUNDE 


We are not surprised < ini feconmead that 
international investors should. do likewise, with | 


offshore equivalents. 

Qur new US Dollar High Yield Bond Fund is 
just that and aims to achieve a return significantly 
in excess of current US deposit rates by investing 
in higher yielding US Dollar bonds. 

The fund will hold a diversified portfolio of 


bonds rated B or better by Standard & Poors. We 
estimate an initial yield of 8.5% per annum, based 
on current yields, as at 10th January 1992. 






A timely offer particularly for those whose lives have an international aspect 
and who appreciate the power of compound interest. 


THE BENEFITS OF ROLL- UP FUNDS Administration: all income accumulated with the benefit of compounded interest - easy 
monitoring.of performance and valuation - no administrative burden of reinvesting dividends. International Tax 
Planning: In many countries, including the UK, no tax liability arises until such time as the investment is redeemed. 
This deferral of taxation affords individuals the opportunity to determine the timing of taxation and can sometimes, 
therefore, produce significant tax benefits. 





Return to: Guinness Flight Fund Managers (Guernsey) Limited, Guinness Flight House, PO Box 250, La Plaiderie, 
St. Peter Port, Guernsey, Channel Islands. Tel: 0481 712176. Fax: 0481 712065, Please send me information on 
European [] US Dollar C] High Yield Bond Funds. The Tax Treatment of Roll-up Fund Investment - a Guide [7] 
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Japanese deal of immense proportions. For, 
as you have indicated, not only are the 
miserable Northern Territorial Islands 
shaded the same pink as the rest of Japan, 
but so is all of Sakhalin! 

Kyoto DAVID HAJIME KORNHAUSER 


P Apologies. 





Energy versus the people 

Rigoberto Tiglao's article on the Mindanao 
power shortages [16 Jan.] reiterates the 
official explanation that the El Nino effect 
is responsible for the drought but does 
not understand that this is largely dis- 
information. The El Nino is an intensi- 
fication of the displacement of cold 
waters off South America. However, the El 
Nino is periodic and not an annual event 


| as purported by the Philippine Govern- 


ment. 

Across Mindanao there is indeed a 
shortage of water, much of it due to mas- 
sive deforestation caused by commercial 
logging. But in the Lake Lanao watershed, 
while there has been a decline in water 
entering the lake from the watershed over 
the past 40 years, this is not the real prob- 
lem. 

Tiglao is incorrect in saying that a pro- 
longed drought has lowered the lake's 
water level. The culprit is the National 
Power Corp. (NPC) which has consistently 
extracted more water from the lake than 
can be supplied from the watershed. 

The planned operation of the Agus I 
hydroelectric plant will further upset this 
balance. A further reduction in the lake 
level by NPC will destroy unique fisheries, 
render useless 13,000 ha of productive rice 
land dependent on the local water table, 
and upset the religious practices of the 
Maranao (People of the Lake) communi- 
ties. 

In total, some 100-200,000 Maranao will 
be adversely affected by the project. Both 
the NPC and the large industries have 
known about these repercussions for the 
past 20 years but ignored the Maranao 
people. Many of the communities around 
the lake still do not have electricity and 
those who do have to pay higher rates than 
in the industrial areas. Neither do these 
industries employ Maranao people. Why 
should they sacrifice their sustainable de- 
velopment for crude, polluting and in- 
efficient foreign-led industry? 

NPC's obsession with large-scale energy 
projects in ancestral lands of minorities 





planet, it's the only 
one we have? 


A personal message 
from HRH The Duke of Edinburgh, 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they're only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever- 
growing human population. 

This hammering is cumulative. 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


All life on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part of it we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature — and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 


Pewee je1-.5 a auto. we ee — 





— 


P : : : 


CONTENTS 


13 February 1992 Volume 155 Number 6 


Nearly every week 
someone in Thailand dies 
of AIDS. The virus that only 
three years ago was 
confined to intravenous 
drug users has now spread 
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listing show two consecutive years of 
profits from operations. The shopping 
mall opened for business in March 1990, 
but the hotel, which provides the bulk of 
company profits, opened for business 
only in April 1991, 


exclusionary business practices, as 
suggested under the Sil programme. 
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statistical details on the promotion of 
exports. 
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Impediments Initiative (sil), they will be 
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CHINA 


heformists’ attempted comeback is reflected in media 


Deng speaks out 


3y Lincoln Kaye in Peking 
hina's media has been pushed into 
the political front line as propa- 
ganda policy becomes the latest 
bone of contention between the 
'ommunist party's reformist and conserva- 
ive camps. 

Paramount leader Deng Xiaoping and 
lis liberal allies seem to have mounted a 
‘oncerted bid to wrest back control of 
'opaganda organs, which have been a 
tronghold of hardliners since the 1989 Pe- 
ing massacre. 

Politburo member Li Ruihuan, who 
iolds the ideology portfolio in the Stand- 
ng Committee — the party's "inner cabi- 
iet" — emerged from political eclipse to 
ambast the media for excessive "formal- 
3m”; a code-word for doctrinaire rigidity. 

At the same time, Deng and President 
'ang Shangkun made well-publicised trips 
3 the frontier boom towns of Guangdong 
'rovince just across the border from Hong- 
ong, confirming their endorsement of the 
rea's free-wheeling economies. 

Deng used the visit, his first public ap- 
earance in a year, to warn his opponents 
iat his "reform and open door" policies 
resented "the only way out" for China, 
nd those who oppose them “would have 
) leave the [political] stage." He report- 
dly invited veteran economic planner and 
e hardliners’ standard bearer Chen Yun 
» join him on the trip in a show of solida- 
ty, but Chen declined. 

After his visit to Guangdong, Deng was 
'atured on television shaking hands with 
Xlleagues during a new year greetings 
2remony in Peking. This was taken as an- 
ther sign that the paramount leader is 
-asserting himself. 

In Canton, Deng and Yang repeatedly 
ted the reformist tenets of the 13th Party 
ongress held in 1987 — a sore point for 
ynservatives as it stressed the primacy of 
-0nomic pragmatism and saw the re- 
oval of such hardline stalwarts as Hu 
'iaomu and ideologue Deng Liqun from 


has just produced a compendium entitled 
Key Articles Since the 13th Congress. Party 
leaders from both factions are numbered 
among the authors, but reformists seem to 
have a distinct edge. The compendium is 
seen as an arena for factional jockeying in 
the run-up to the 14th Congress. Only two 
volumes of the three-volume set have come 
out so far, sparking speculation about fur- 
ther surprises in store. 

Nevertheless, the first volume is already 
raising eyebrows. Even Zhao Ziyang, 
ousted general-secretary of the party and 
the most prominent leadership casualty of 
1989, is represented in it by a 58-page arti- 
cle — his first high-profile reappearance in 
official print since Tiananmen. 

Foreign news agencies reported that 
Zhao was on the verge of full rehabilita- 
tion — a rumour which sent the Hong- 
kong stockmarket up by 75 points before it 
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was denied by official spokesmen. But, as 
a Chinese intellectual comments, “where 
there are waves, there must be a wind.” 
Hongkong leftist publications claim that 
Zhao is being offered the chairmanship of 
the largely honorary Chinese People’s Po- 





emphasising China's stress on econo 
development and its commitment to o 
door policies. Analysts remain divic 
however, over whether this reflects 
bending to a prevailing wind within le 
ership circles or his attempts to appe 
his Western hosts on his European . 
North American trip (REVIEW, 30 Jan.). 

It was the Li Ruihuan speech, howe 
that sounded the clearest challenge to « 
servatives. While Li is ostensibly in cha 
of all media by virtue of his standing « 
mittee brief, effective control has passe 
Deng Liqun who operates through a 
hort of hardline editors put in place dur 
post-1989 purges. 

To challenge this usurpation, Li ch 
the occasion of an all-China meeting of p 
vincial propaganda chiefs. Their missi 
he said, should be to encourage libera 
thinking, promote cultural production : 
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stress the primacy of economic devek 
ment. The conservative prescription — 
represented at the meeting by the cent 
committee’s propaganda chief Wa 
Renzhi — would be to encourage ideolo 
cal purity, “sweep away pornograph 





»vernment had to press on with such 
licies as “recognising technology as the 
ain productive force, planning a com- 
odity economy, allowing some to pros- 
'r before others, stressing material as well 

spiritual culture and reform of the po- 
ical system.” 

Meanwhile, he suggested, the media 
iould make a greater effort to appeal to 
eir audiences. The official policy of “ac- 
ntuating the positive” should not be con- 
sed with over-simplified coverage, and 
e “current endless spate of reports about 
aders’ run-of-the-mill activities — ribbon- 
ittings, grand openings, funerals [and] 
‘ze distributions" — could be dispensed 
ith. 

The official People’s Daily newspaper — 
prime culprit of the sort of journalistic 
fronts Li Ruihuan mentioned — was 
sick to pick up the theme. In a front-page 
litorial the party organ denounced “for- 
ialism,” and threw in "proceduralism" 
id "bureaucratism" for good measure. It 
lled on cadres to spend less time in 
npty rituals and concentrate more on 
ractical work. The paper did not cite Li 
uihuan, however, but rather mentioned 
ang as the authority for its diatribe. 

The People's Daily, however, was itself 
Ye. target of a novel legal challenge to 
ardline domination of the media. Jailed 
issident Chen Ziming, one of the alleged 
olack hands" of Tiananmen, filed a libel 
ction against the paper and the Xinhua 
lews Agency for reporting that he had 
irectly “commanded” the blockades and 
ssaults on troops in 1989 and later at- 
'mpted to escape to Hongkong. 

These charges were false and not even 
cluded in the official court indictment 
gainst him, Chen said in his libel suit. Pe- 
ing district courts declined to hear Chen's 
uit because it was "too complex." 

Peking's High Court had earlier refused 
>) hear a libel action brought by former 
ulture minister Wang Meng, who pro- 
ested that a critic in the official Arts and 
‘ulture News had wrongly accused him of 
veiled criticism against Deng in his 1988 
atiric short story Hard Porridge. 

"Normally, the matter should have 
nded right there," said a Peking intellec- 
ual. “When the party decides to squelch 
n embarrassment, it usually disappears 

rom sight.” But the Wang Meng contro- 
'ersy continues to rage in official journals, 
vith a number of critics taking up cudgels 
o "praise him with faint damns." This 
vould not be possible, the intellectual 


JAPAN 


Opposition resists temptation to paralyse governmen 


Scandal tactics 





By Robert Delfs in Tokyo 


eaders of the four main Japanese 

| opposition parties have launched a 

new attack on Prime Minister Kiichi 

Miyazawa over the involvement of a close 
political associate in a bribery scandal. 

But the opposition’s strategy seems to 
be to discredit the government, rather than 
to attempt to paralyse it by using the scan- 
dal to disrupt other parliamentary business 
as has been done on similar occasions in 
the past. One reason for this may be that 
all four parties now have 
their sights on the July 
elections to the Upper 
House, when the ruling 
Liberal Democratic Party 
(LDP) is almost certain to 
suffer a serious setback. 

The latest scandal in- 
volving the government 
reached a decisive point on 
1 February when Fumio 
Abe, a former state minis- 
ter and secretary-general of 
the LDP faction controlled 
by the prime minister, 
was formally indicted for 
accepting ¥80 million 
(US$640,000) in bribes from 
the now bankrupt Kyowa 
Corp. The indictment was 
served just two days before the opening of 
hearings on the 1992 draft budget which 
could turn into a crucial test of Miyazawa's 
leadership. 

Sadao Yamahana and Yuichi Ichikawa, 
secretaries-general of the Social Democratic 
Party of Japan (spr]) and the Komei Party, 
both called on Miyazawa to urge Abe to 
resign from parliament, a demand that the 
prime minister has so far resisted on con- 
stitutional grounds. 

Yamahana specifically called on Minis- 
ter of Justice Takashi Tawara to refrain 
from using his authority to halt the investi- 
gations into the Abe-Kyowa and Tokyo 
Sagawa Kyubin scandals. Tawara replied 
that it is sufficient that the investigations 
will be fair, impartial and non-partisan and 








Miyazawa: discredited. 


and coordination agency Jun Shiozaki, a 
allegedly implicated in the Abe-Kyov 
scandal. 

The opposition parties will continue 
press the ruling party over the Abe-Kyov 
and the Tokyo Sagawa Kyubin cases in tl 
budget hearings over the next few weel 
All four opposition parties have set up i 
ternal committees to investigate the sca 
dals, and are expected to push for the « 
ficial establishment of a special investig 
tive committee in parliament as well. 

If the government's budget resoluti 
is not passed by ear 
April, the administrati: 
will be forced to offer 
provisional budget resol 
tion to ensure continui! 
spending authority. Unli 
other legislation, which } 
quires the approval of bc 
houses of parliame: 
budget bills and treati 
can be passed by the Low 
House acting alone. B 
opposition parties can e 
barrass the government 
boycotting the vote, leavi 
the ruling party no cho 
but to force the b 
through. A decision 
force a budget vote at t 
height of the Recruit scc 
dal in early 1989 was a factor in the res 
nation of former prime minister Nobc 
Takeshita. 

In addition to the new round of sc 
dals, the opposition parties have also fou 
common ground on defence spendii 
which is slated to rise by 3.8% under | 
administration's draft budget. The sr 
Komei, the Democratic Socialist Party (D 
and the Japan Communist Party (CP) ; 
all expected to call for a cut in defer 
spending, or at least a reduced rate of 
crease, in response to recent drama 
changes in the international strategic en 
ronment. 

But at present, the opposition ap) 
rently intends to eschew boycotts and ot! 
obstructionist tactics in the current sessi 
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the forthcoming July election for half the 
ats in the Upper House. In the last Up- 
ər House election in 1989, held in the 
iadow of the Recruit scandal, the LDP won 
ly 36 of the 126 seats up for grabs. This 
ft the party in a minority in the Upper 
ouse for the first time since its founda- 
on in 1955. In order to pass legislation, 
e ruling party was forced to form a quasi- 
alition with the Komei Party and the 
'ft-of-centre DSP. 

Unfortunately for the LDP, none of the 
ats it lost in 1989 are to be fought this 
ne. This election is for seats which were 
st contested in 1986, when the party 
ored a landslide victory under then 
ime minister Yasuhiro Nakasone. 

Since the Abe-Kyowa and the Tokyo 
gawa Kyubin scandals have combined 
dent its image, the LDP has little chance 
retaining the 72 Upper House seats it 
yn in 1986. The only question is how 
iny it will lose and which of the opposi- 
n parties will pick them up. 

At present, none of the opposition par- 
s are agreed on a long-term strategy to 
oitalise on the LDP’s woes. The JCP is 
ppled by the irrelevance of its central 
ctrine following the dissolution of the 
viet Union. The SDP) remains largely 
mobilised by the internal split between 

leftist and moderate wings. This has 
ide it difficult for Makoto Tanabe, the 
w SDPJ chairman, to shift the party back 
vards the middle of the political spec- 

m. 

Effectively frozen out of the three-party 
ilition in the Upper House for the past 
ee years, the SDPJ sees the prospect of 
jor gains in the elections as a chance to 
ome part of a coalition government, 
ording to SDP} parliamentary steering 
nmittee chairman Tomiichi Murayama. 
e party is courting the DSP, which broke 
ay in 1960, in the hope of building a 
ited "social democratic political force" 

t would command as many seats as 

ssible. 
But the DSP sees the possibility of 
atly increased leverage for itself if the 
' loses more seats after July and may 
refore want to exact a high price for 
ung such an alliance. Statements by 
ty leaders suggest the DSP could decide 
reject the spPj’s overtures, opting in- 
id for closer links with the government. 
According to the DsP's Kanda, “the LDP 
l lose at least 10 more seats, with the 
ult that a coalition with Komei alone 
| no longer be enough to secure a gov- 


PHILIPPINES 


Coalition s collapse leads to new alliances for polls 





By Rigoberto Tiglao in Manila 


T 





he sudden splintering of a coalition 
that had been backing former chief 
justice Marcelo Fernan as a presi- 


dential candidate has led to a substantial 
realignment of forces for the election in 
May. Fernan and two other leaders of the 
alliance, which had a political and big- 
business power base in Cebu, have gone 
their separate ways to become vice-presi- | 
dential running mates for three contenders 


for the presidency. 

On 1 February, Cebu 
Governor Emilio Osmena, 
who had been the principal 
architect of the Fernan 
grouping, joined the elec- 
tion ticket of former de- 
fence secretary Fidel 
Ramos, who has the back- 
ing of President Corazon 
Aquino. Only a day later 
Fernan himself became 
running mate for House 
Speaker Ramon Mitra, can- 
didate of the ruling Laban 
ng Demokratikong Pilipino 
(LDP). And then on 4 Feb- 





erik 
Fernan: Mitra’s No. 2. 


Mating season 


ruary Emilio’s brother Sen. John Osme 
— who had been imprisoned by t 
Marcos regime in the early 1970s — a 
nounced he was teaming up with Marc 
associate Eduardo Cojuangco. 

The extraordinary regrouping, ahead 
the 7 February deadline for the filing 
candidacies, may mean that the politic 
chips are falling Mitra's way. Philippi 
business as well as the new middle cla 
have up to now been mostly apathetic t 
wards Mitra, who is viewed as the qui 

tessence of the "tradition 
| politician" in the pejorati 
| sense of a patronag 
| builder and politic. 
wheeler-dealer. But Fe 
nan's “Mr Clean" imag 
could be crucial to makir 
Mitra more electorally a 
tractive. Indeed, Mitra lo 
no time in announcing th. 
if he wins the presidenc 
Fernan will have full a 
thority as his government 
"chief graft-buster," an 
that he will not interfer 
with such a crusade. 

Mitra also has the suj 
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INDIA 


Means to an end 





By Hamish McDonald in Amritsar 





Elections to be held on 19 February in 
Punjab are looking less and less like part 
of a process to bring this troubled Indian 
state back from a violent decade-long 
conflict, and increasingly like a cynical 
play to win numbers in the central parlia- 
ment for the minority Congress party 
government of Prime Minister P. V. 
Narasimha Rao. 

The elections were meant to end 
nearly five years of direct rule by New 
Delhi and bring a population swayed by 


tactics have now overtaken broader ot 
jectives. 

When nominations closed on 1 Febr: 
ary, the lowest-ever number of cand 
dates put up their names for the 13 Pur 
jab seats in the country's parliamentar 
lower house and the 117 seats in the stat 
assembly. This was despite the deploy 
ment of 150,000 soldiers since early D« 
cember on internal security duty in Pur 
jab, in addition to the 50,000 state polic 
and over 50,000 paramilitary troops. 

The four major factions of the Aka 
Dal and two groups of the Sikh Student: 
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rt of Sen. Juan Ponce Enrile, another 
mer defence secretary. On 2 February, 
rile said he was pulling out of the presi- 
ntial race himself to bring his faction in 
> opposition Nacionalista Party behind 
itra. In another development, Sen. 
nesto Maceda has declared his support 
* Cojuangco. 

Regionalism, which dominates voting 
tterns in the Philippines, has been a key 
ment in the realignment. All the top 
esidential contenders have been wanting 
‘unning mate from the Visayan-speaking 
uthern provinces in an effort to woo 
ters from these areas. While estimated to 
count for only about 21% of voters, the 
-called Visayan vote could serve as a 
ring factor in an election. 

Fernan is from Cebu. The fact that an- 
her vice-presidential candidate, Sen. 
quilino Pimentel — who is running with 
beral Party standard bearer Jovito 
longa — hails from the Visayan-speak- 
g Mindanao area, will further fragment 
e votes of the southern provinces. 

The failure to get Aquino’s endorse- 
ent — she sided with Ramos — helped 

undermine the Fernan coalition. Both 
rnan and Ramos had been hoping for 
ibstantial support from major Philippine 
nglomerates. But the Fernan coalition's 
sintegration was due to a comedy of 
rors reflecting its organisers' political 
nateurishness. Emilio Osmena's an- 
);uncement that he would be joining 
amos was initially intended as a tactic to 
rompt Fernan to accept the offer as vice- 
residential running mate made by Ramos. 


Aquino had also been try- 
ing to convince Fernan to 
join Ramos. 

Instead, Fernan chose 
Mitra. Some analysts say 
that this move was 
prompted by the Catholic 
Church hierarchy's obsti- 
nate refusal to support, un- 
officially, the Protestant 
Ramos. One of the reasons 
which had originally em- 
boldened Fernan to make a 
bid for the presidency was 
his assessment that he 
would get the Catholic 
Church's backing. 

John Osmena’s leap into 
the Cojuangco camp was partly the result 
of pique at developments within the coali- 
tion that he was not consulted on. Cer- 
tainly, he pulled no punches in denigrat- 
ing his brother, being quoted in a local 
paper as saying: “It was my mother’s fault 
to bear another son who is crazy in the 
head.” 

The personal attacks by John Osmena 
also included a public reference to the dif- 
ficulty his brother will face in waging an 
election campaign because of illness. A 
staff member in Emilio Osmena’s Manila 
office said that the governor suffered from 
the Guillain-Barre syndrome — an afflic- 
tion that affects the body’s nervous system. 
Columnist Antonio Abaya, who co-hosts a 
television talk show, told the REVIEW that 
Emilio Osmena had to be assisted by two 
men when he appeared as a guest, with 





Osmena backs Ramos. 


$ Ramos, on the programur 
2 on 3 February. 

Business support 
likely to be torn betwee 
Mitra and Ramos, thoug 
if one of them appears t 
be creating an electior 
winning machine then tr 
industrialists and financie 
are likely to flock to h 
side. 

Surveys indicate thi 
the Ramos camp appears ! 
be failing to create tk 
image it wants as tł 
“winnable candidate 
Mitra’s LDP has surpri 
ingly managed to clo: 
ranks as a cohesive organisation, despi 
defections to Cojuangco and Ramos, ar 
its failure to get Aquino's support. Emil 
Osmena, for most of his working life 
businessman, will contribute little to ma 
ing Ramos more popular with the man « 
the street. 

However, despite the seemingly chaot 
eddies of Philippine politics, what 
emerging is an array of camps represer 
ing the main range of ideological persu 
sions in the country. 

As Commission on Elections chairmi 
Christian Monsod described them: the Le 
of-Centre is represented by the Salong 
Pimentel coalition; the centrist formatio 
by the Mitra-Fernan alliance and tl 
Ramos-Emilio Osmena group; and t 
Right-of-Centre by the Cojuangco-Jol 
Osmena grouping. 
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arties. Should the great majority of Sikhs 
llow the urging of the boycotters, the 
ection will be a tussle between Con- 
ress and the BJP for the votes of the 
ate's 37% Hindu population — but not 
'sulting in any true parliamentary rep- 
'sentation. 

The abstainers claim they are not com- 
elled by threats from the shadowy 
Panthic" committees directing the ter- 
ist war against India, but by a total 
istrust of government intentions. The 
.kalis and the student groups did nomi- 
ate for polls called last June as part of 
idia’s general elections, and it was the 
ongress that mounted a boycott. Over 
,000 candidates came forward, four 
mes the number standing this time, and 
7 of them were murdered during the 
lection campaign. Just 24 hours before 


“There was the postponement last June 
— all the people who were going to be 
killed had been killed. Campaigning had 
stopped. But we know that if the going is 
not good for Congress, they will easily 
cancel the elections again." 

The main difference with the situation 
before last June's aborted elections has 
been the lack of political preparation. The 
general participation then — with the 
same level of threat and much less pro- 
tection — was achieved by former prime 
minister Chandra Shekhar's shortlived 
minority government. Chandra Shekhar 
had long-standing links with Akali politi- 
cians, and few inhibitions about talking 
without preconditions to all factions in 
Punjab — including underground mili- 
tants. 

Rajiv Gandhi had tried a new tack in 


his party won state polls later in 1985 on 
the strength of the agreement. Then 
Gandhi failed to implement the accord. 
For Sikh politicians, the lesson has been 
that they risk their lives by dealing with 
New Delhi. 

Narasimha Rao's government ap- 
proached the current elections with 
strong hints of a political package that 
would meet some of the Sikhs' material 
demands — including the transfer of 
Chandigarh. Some Akalis thought they 
should participate anyway, as an Akali 
state government would at least be in 
charge of the police and other agencies. 
The prevailing opinion was that this 
would be a short-lived gain. In the event, 
the package did not materialise. 

Although the prime minister may be 
well aware of this failure of statesman- 
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;aimbodian deputy 
»remiers step down 


* Cambodia's National Assembly has 
»placed two deputy premiers, the official 
ewsagency SPK reported on 31 January. 
eteran communist leaders Bou Thong 
nd Chea Soth resigned and were 

»placed by Norodom Chakrapong — son 
f Supreme National Council leader 

rince Norodom Sihanouk — who had 
cently been named an adviser to Prime 
linister Hun Sen, and Sar Kheng, the 
ead of the organisation committee of the 
ambodian People's Party (CPP). Sar 
heng, the brother-in-law of CPP chief 
hea Sim, was also appointed interior 
ünister, replacing Sin Song. The latter 
kes over the new Ministry of National 
curity. 


IS aid for Vietnam 
/phoon victims 


The US has agreed for the first time to 
'ovide assistance to victims of the recent 
phoon in central Vietnam, US 
'esidential envoy John Vessey 
inounced on 1 February after a three- 
ty visit to Hanoi. Vessey was in Hanoi 

discuss cooperation in resolving the 
te of some 1,500 US servicemen missing 
ice the end of the Vietnam War 17 years 
;o. Last year, Washington — which has 
fused to establish diplomatic relations 
ith Hanoi or lift a trade embargo against 
until Vietnam does more to account for 
e missing Americans and help facilitate 
e UN-sponsored peace process in 
imbodia — announced that it would 
ve Vietnam US$1 million to pay for 
tificial limbs for war victims. 


idia upgrades 
es with Israel 


New Delhi announced on 29 January 
at it was establishing full diplomatic 
ations with Israel, in order to play a 
ore active role in the Middle East peace 
gotiations. India had recognised Israel 
1950 but had kept Israeli representation 
a consulate-general in Bombay since 
n. Foreign Secretary J. N. Dixit said 
ibassies would soon be set up in New 
Ihi and Tel Aviv. 


Bush took pains to appear tough with Li, 
criticising China's human rights record 
and demanding that Peking refrain from 
exports of missile-related technologies. 
On the same day, the US State 
Department released its annual report on 
human rights, which accused China of 

a wide array of abuses, including 
torture, religious repression and 
mistreatment of suspected criminals. Li 
was reported to have been forthcoming 
on the weapons-trade issue but rejected 
US criticism of China's human rights 
situation, calling it interference in 
domestic affairs. 


Arson suspected in 
Vietnamese camp deaths 


> A fire, which started after a fight broke 


out in Hongkong's Shek Kong 
Vietnamese refugee camp, left 21 people 
dead and 128 injured on 3 February. Shek 
Kong houses over 9,000 Vietnamese, 
including some who have volunteered to 
return to Vietnam. The fire occurred in 
the section occupied by those awaiting 
repatriation: Secretary for Security Alistair 
Asprey said the fire appeared to be a case 
of arson. 


Social indicators 


Burmese lecturers 
go back to school 


> Burma’s military government has sent 
2,100 lecturers of Rangoon University and 
higher professional institutions to a four- 
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blame for the unrest, because they 
lacked a sense of patriotism and were 
unable to deal firmly with emergency 
situations. 


Another jail term for 
former Dhaka leader 
> Former 
Bangladeshi 
president H. M. 
Ershad was 
sentenced to three 
years' jail for 
amassing wealth 
beyond his known 
sources of income 
by a special court on 
3 February. The 
court also ordered the confiscation of 
Taka 19 million (US$500,000) in cash 
found in Ershad's official residence aftei 
he was forced out of power. Hearing or 
three other charges of corruption and 
abuse of power is expected to begin soo 
Ershad had earlier been jailed for 10 yea 
for illegal possession of arms. 





Ershad. 


Japan, Russia set 
date for talks on islands 


> Russian President Boris Yeltsin will 
visit Japan in mid-September for talks oi 
the disputed Northern Territories and a 
formal peace treaty between the two 
countries. Yeltsin and Japanese Prime 
Minister Kiichi Miyazawa met for the fir 
time in New York on 1 February 
following the UN Security Council 
summit. Yeltsin told Miyazawa that 
Russia would "fulfil its obligations" 
under treaties signed with Japan by the 
former Soviet Union, which some 
observers suggest could refer to a 1956 
agreement in which Moscow agreed to 
cede control of two of the four disputed 
islands in the Kurile chain to Tokyo. The 
offer was rescinded after Japan signed a 
mutual security treaty with the US in 
1960. 


Tokyo studies cuts 

in car exports to US 

> Stung by rising anti-Japanese 
sentiment and fearful of mandatory 
sanctions by the US Congress, the 
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SLORC chief's sickness could start a power struggle 


General malaise 


8y Bertil Lintner and Rodney Tasker EC 
a Bangkok 


hen the authorities in Rangoon 
W announced on 29 January that 

the military-dominated Burmese 
;overnment had been expanded to include 
even new ministers, of whom four were 
ivilians, few observers were prepared to 
nterpret the move as a step towards any 
eal change of Burma's strictly centralised 
^ower structure. 

Of far more significance were reports 
iltering out of Burma that the junta leader, 
xen. Saw Maung, is becoming increasingly 
imable to serve as head of the country. This 
ould: herald the beginning of a power 
truggle within the ruling military. 

When the State Law and Order Resto- 
ation Council (SLORC) assumed power on 
8 September 1988, after suppressing a na- 
ionwide uprising for democracy, it set up 
ı nine-member cabinet in which ministers 
teld two or even more portfolios each. 
‘The fact that only a few persons have been 
issigned a large number of portfolio 
esponsibilities is clearly indicative that 
here is no desire whatsoever to cling on to 
ower for a long period,” Saw Maung said 
n a speech five days after the formation of 
he SLORC. The original idea, as expressed 
xy the military in 1988, was to set up an 
nterim administration pending general 
‘lections. 

That election was held in May 1990, re- 
ulting in a landslide victory for the main 
pposition party, the National League for 
Jemocracy (NLD). The SLORC, however, re- 
used to convene the elected assembly. In- 
tead, hundreds of NLD activists were 
ounded up. According to a report released 
it the 86th Inter-Parliamentary Conference 
n Santiago, Chile, last October, 65 elected 
“Ps have been arrested. 

Others have fled to rebel-held areas 
Jong the Thai border, or to India. “If any- 
hing, the expansion of the cabinet shows 
hat the outcome of the election has been 
leclared null and void — and that a more 
'ermanent, still military-dominated ad- 
ninistration has been put in place." an ob- 





breakdown appear to be correct, according 
to reliable sources in Rangoon. They say 
Saw Maung collapsed and lost conscious- 
ness for 40 minutes on 17 December and 
had to spend two days at Rangoon's Mili- 
tary Hospital No. 2. 

The news spread quickly. After it was 
carried by the international media, other 
SLORC members apparently felt the need to 
respond by organising stage-managed 
appearances for the ailing general. For al- 
most a month after the incident, the state- 
run Working People's Daily 
published almost daily 
reports of Saw Maung 
attending various cere- 
monies and visiting Bud- 
dhist monasteries across 
the country. But even in 
the accompanying pic- 
tures, the general looked 
dazed and battered. 

The deterioration of his 
health became obvious on 
21 December, when Saw 
Maung was going to be the 
first tee-off at a tournament 
at the military golf course 
in Rangoon. In front of 
Burma's top brass and gov- 
ernment officials, Saw 
Maung reportedly began 
screaming: "I am King 
Kyansittha! I am King Kyansittha!” Patting 
his holstered pistol, Saw Maung warned 
onlookers to be "careful" or “I will person- 
ally kill you." 

His reference to one of the kings of the 
ancient Pagan empire was especially 
eccentric. Kyansittha, a powerful king 
whose name means "the remaining 
soldier" or "the one who was left behind," 
was the main character in a Moses-like 
story of a man who survived attempts to 
kill him to become king. Saw Maung may 
have seen himself as the only SLORC 
member who also served with the pre-1988 
regime. 

Astoundingly, Saw Maung's erratic per- 
formance was repeated in full view of the 
Burmese public exactlv a month later when 





Saw Maung: doubts. 


telling the bewildered audience that “I 
ways work with caution, perseverance é 
wisdom. Wisdom does not mean bl. 
magic.” 

Saw Maung is said to be suffering fr 
diabetes. This, combined with heavy dri 
ing and the strain he has been under 
lowing repeated international condem 
tions of his government, including a re 
lution in the UN General Assembly on 
November 1991, may have contributed 
his strange behaviour. 

Doubts have been raised as to h 
much longer Saw Maung can remain ht 
of the SLORC without causing emb 
rassment to the government. This, in tv 
has exposed the main weakness of 
present administration in Burma — 
lack of competent leaders who could 
place him. 

Burma's real strongman since 1962 | 

been the 81-year-old G 

Ne Win, who has survi 
; in power by eliminat 
t everyone around him w 

ability or leadership qu 

ties. The old guard, w 

helped Ne Win se 

power in 1962, was pur 
after only a few years. 
the wake of an abort 

coup attempt in 19 

another major purge v 

carried out; the offic 

who survived did so : 
because they were com 
tent but because of th 

proven loyalty to Ne W 

The outcome, analy 
say, is the situation Bur 
faces today: the country 

ruled by corporals a 
sergeants who have become generals. ; 
cording to US Burma scholar Da 
Steinberg, of the SLORC's 18 members, 
have only high school education or k 
four have had some college education, a 
only four have university degrees or th 
equivalent. 

On grounds of seniority, SLORC v 
chairman and commander-in-chief of 
army, Gen. Than Shwe, will be the natu 
successor to Saw Maung, if he is indt 
replaced. Like Saw Maung, Than Sh 
joined the army at a young age after 
ceiving very basic, primary education. 
is known to be reticent and lacking be 
leadership qualities. If Than Shwe succe 
to the top post real power is likely to 


main in the hands of intellieence chief M 
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— of March poll hinges on money and military i 


Arms and cash 


RNS PARNER RNY eg RNAI a A fe AL NA LA RN ERAS RY KEY A UNE —(— MÀ 


hailand's political parties have em- 
| barked on a massive spending spree 


in the run-up to the 22 March gen- 
ral election, not only to woo voters but to 
tock their ranks with seasoned politicians 
rom other parties. Yet no one is sure 
vhether Thailand's next prime minister 
vill be an elected politician or an ap- 
ointed military figure. 

“Elections in Thailand have — fea- 
ured money-dumping and blatant party- 
witching by politicians hoping to pick the 
ight bandwagon to ensure that they end 
ip in a coalition government. Given the 
ack of ideological differences among the 
'arties, vested interests and financial gain 
re the main motives for running in an 





lection. From that point of view, the 22 


Aarch poll will be a business-as-usual af- 
air, though the country's economic boom 
neans that parties — each of which have 
heir pet tycoons — will have more money 
han ever at their disposal and voters will 
ave to be paid more for their ballot. 
However, the one issue which makes 
ae March poll different from previous 
lections is the heavier hand the military 
'adership is playing to ensure the outcome 
; to its satisfaction. The military leadership 
iunched a coup to oust the elected gov- 
rnment of Chatichai Choonhavan in Feb- 
dary 1991, saying that it was too corrupt 
nd irresponsible. Since then, the military's 
Jational Peacekeeping Council (Npc) has 
ot only run the country through a widely 





Open to offers 







E label — and | they h 


. The first question any former Thai MP is greeted with théié 

days is: ^ : are you going to run with?” This might be 

ther democracies, but it reflects. the realities 

fh elections due on 22 March, many of the 

al politicians have not even chosen a party } 
: ave until 17 February to decide. Many are 
^waiting to see which party offers the best campaign support. 


acceptable civilian government of re- 
spected businessmen, bureaucrats and 
technocrats headed by Prime Minister 
Anand Panyarachun but also arranged for 
a group of strong political parties to do 
their bidding. 

Ironically, the group includes the 
wealthy and well-organised Chart Thai 
party, at whose helm Chatichai became 
prime minister when the party gained a 
96-seat majority in the 360-seat House of 
Representatives in the 1988: election. 
Chatichai and some of his party colleagues 
have since been found to have accumu- 


lated extraordinary wealth by.a military- 


appointed assets committee, but the party 
has effectively been taken over by an air 
force officer, retired air chief marshal 
Somboom Rahong, who is close to air force 
commander and NPC vice-chairman Air 
Chief Marshal Kaset Rojananin. 


The Social Action Party, once led by its - 


founder and respected senior statesman 
Kukrit Pramoj, now has as its secretary- 
general retired lieutenant general Kasem 
Kraisont, who is known to be close to NPC 
strongman and Army Commander Gen. 
Suchinda Kraprayoon. In addition, the new 
and well-funded Samakkhi Tham Party, 
headed by veteran politician Narong 
Wongwan, is known to have been formed 
by Kaset. 

The three parties have announced they 
are a coalition, and may well call on 
Suchinda to become prime minister. The 
coalition will doubtless pull in many votes 
throughout the country, given its financial 


might and the fact 
a a other parties T 









t. "Transfer fees". ' Baht. B mill 
(8315, 000) for à. former MP have b 


` bandied around political circles. 


suchinda has remained evasive on 
question of whether he will become T. 
land's 19th prime minister — the r 
constitution drawn up by the NPC- 
pointed national assembly allows a n 
elected figure to become premier. The ! 
chairman, former supreme comman 
Gen. Sunthorn Kongsompong, as wel 
Kaset, have publicly endorsed him as 
next prime minister, despite Suchinc 
November statement to the Thai press 1 
he has no such ambition. Political sour 
say that Suchinda is quite happy to rem 
as army and supreme command chief u 
his retirement in 1993, given the enhan 
political influence that military lead 
have enjoyed since the coup. 
Nevertheless, he could still beco 
prime minister — on the basis of respo 
ing to public acclaim — at election timi 
An indication of the new arroga 
which the military has assumed since 
coup was a recent statement by Sunthc 
Answering questions from the Thai pn 
Sunthorn said Suchinda could be the n 
prime minister — and if he did not wan 
then it could go to Kaset. The remark 
to much political speculation that 
military leadership now considers the p 
miership to be its own to bestow, rega 
less of how the Thai electorate vote. 
Ranged against the pro-military co 
tion are three major parties which have 
vowed to seek amendments to the milita 
guided constitution, under which the N 
appointed 270-member senate received 
hanced powers to censure the governm 
and effectively bring it down with enot 
votes from the lower house. The pa 
identifying itself as the hub of the ai 
military political caucus is the New As 


lar cash payments after the election. Leading politician Sar 


Sundravej says parties are offering Baht 3-5 million (USSI. 
190,000): in campaign funds, along with party salaries, wh 
 . can be up to Baht 25,000 a month. 





. Some politicians, according to reports, have been demandi 
up to Baht 30 million in campaign funds. Since these funds ; 
given in cash, and need not be accounted for in any : detail, tt 
can amount to an honorarium just for joining the party. 

. Because of the large sums involved and the risk of even nx 
hing, parties are waiting until the. 
nmitting funds. Chart Thai officials say they hz 
learnt from bitter experience that politicians who have been. 
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stion Party (NAP), led by former army 
mief Chavalit Yongchaiyut. 

Chavalit has been preaching the ben- 
its of democracy in his own convoluted 
'ay. Until recently, his party was thought 

» have a good chance of winning a par- 
mentary majority. But Chavalit has in- 
sucted many dubious politicians into its 
anks, which prompted his right-hand man 
wasong Soonsiri — who had served as 
*cretary-general to former prime minister 
rem Tinsulanond — to leave the party on 
1e grounds that it had lost its altruistic 
mage. 

Another party set against military con- 
‘ol is the Palang Dharma, headed by 
opular former Bangkok governor Cham- 
mg Srimuang. Chamlong’s party won 14 
sats in the 1988 election, 10 of them in 

'angkok. He recently resigned as Bangkok 
overnor mid-way through his second 
"rm to run as a candidate in the March 
fection. The resignation raised eyebrows, 
áven Chamlong's popularity in Bangkok 
nd his "Mr Clean" image as a devout 
tuddhist and political figure who has the 
onsent of the royal palace — a crucial 
ndorsement which has evaded the other 
wo main players on the political scene, 
'uchinda and Chavalit. 

In an interview with the REVIEW, 
-hamlong said he decided to resign as 
jangkok governor because “politics are 
etting worse and worse," noting in par- 
icular the huge amounts of cash being of- 
ered by other parties to lure politicians 
nto their respective camps. 

Chamlong said his 170 candidates in the 
oming election had been told not to buy 
‘otes like the other parties, saying that he 
vas relying on the "silent majority" rather 
han paid voters to support his party. A 
harismatic former army major- general, 
“hamlong has been trav elling widely in 
‘hailand to increase his party's popularity 
iutside its Bangkok base. No party is ex- 


nedium-sized party's support in a coalition for a promise of the 


ransport and communications portfolio. 


That the last government was brought down by a military 
oup has made no difference to these time-honoured traditions 
f Thai politics. If anything, the military-driven reconstitution of 
he Chart Thai party, the victim of the previous coup, and the 
ormation of the military-backed Samakki Tham Party (sr), have 
nade Party-jumping more intense than ever. 

The tradition reaches back to the beginning of Thai demo- 
racy in the 1930s. Political scientist Kramol Thongthammachart 
vrote in a study that political parties in Thailand have always 
een overshadowed bv militarv intervention in government. 





Chamlong versus the military. 


pected to get more than 40-50 seats in the 
election, which means that if Chamlong 
can double his Bangkok score to 20 out of 
the capital's 36 seats — while garnering 
more constituencies in the provinces — he 
will be well on the way to forming the core 
of a new government. 

Chamlong's natural partners in an in- 
evitable coalition would be Chavalit and 
Boonchu Rojanastien, leader of the Soli- 
darity Party. The Solidarity Party was a 
major force in the last parliament, but has 
since been decimated by defections to pro- 
military parties in the aftermath of the 
coup. Another possible partner is Thai- 
land's oldest party, the Democrat Party, 
which has remained virtually intact in the 
party-switching exercise following the 
coup and whose policies roughly corre- 
spond with those of Chamlong. 

"Right now, we can't predict which 
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parties we will mix with," Chamlong s 
noting that it depended on their polic 
and how they saw the handing out 
ministerial posts after the electi: 
Chamlong said his party's political p 
form was to amend the constitution to 
move the military's hand from parliam 
tary affairs, eliminate corruption, dec 
tralise government to give rural Thais m 
of a say in how the country is run and s 
an equal distribution of wealth. At : 
same time, Chamlong told the REVIEW: 
have never dreamed of becoming pri 
minister — but if it's the public reques 
am able to be prime minister, and I'm si 
that I can be better than previous pri 
ministers." 

However, most political observers 
focusing on a new government in wh 
the old Chatichai coalition returns 
power, with or without an elected pri 
minister. Ironically, this could mear 
new government virtually indistingui 
able from the one the NPC overthre 
Still strong and wealthy, the Chart T 
party could well be the core of a n 
government coalition — indeed, its lea 
Somboom is tipped by some diplomats 
be the new, elected prime minister. 

Either way, the coming Thai electi 
will be a messy, money-oriented affair. 
one is placing bets on who will eme 
as the next prime minister, thou 
Suchinda is currently favoured. Ana 
has repeatedly said he will not remain 
prime minister after the election, ev 
though his government has gained hi 
marks as an interim administrati 
One rumour has it that Anand has be 
asked by the palace to be on stand-by 
continue as prime minister if the electi 
dissolves into a no-win situation for a 
party. Such a scenario seems unlikely, | 
so many question-marks hang over | 
current campaign that anything see 
likely. 


its backing for the newly founded STP. 


In creating their own parties, Kramol points out, the military 


have also acknowledged the establishment of other political par- 
ties. The result is that Thailand has always had an opposition, 
and never been a one-party state. 

Yet these parties are infinitely mutable, bound neither by 
ideology nor by a mass base. Kramol says this is because MPs 


themselves have only seen parties as an instrument of power 


within the legislature: "Many aspiring or rising politicians saw 
political parties merely as a means to boost their election pros- 
pects, not as instruments for group action." 

There have been attemnts at formine mass-based or ideoloei- 
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Court ruling on Islamic law creates a crisis 








3y Salamat Ali in Islamabad 

recent Lahore High Court decision 
A upholding the supremacy of Islamic 

laws over those of the country’s 
onstitution has put Pakistan in a bind. The 
lecision has far-reaching implications for 
lomestic politics as well as diplomatic and 
conomic relations with other countries. 
slamabad is already beginning to feel ex- 
ernal pressure to rein in the impact of Is- 
amic aspirations on the affairs of state so 
hat Pakistan can comfortably deal with 
ations of different legal and non-religious 
onstitutional systems. 

Conceivably, the Islamic law issue 
ould even provoke a realignment of po- 
itical forces with moderate elements in the 
uling Islamic Democratic Alliance (IDA) 
iscovering some common ground with 
ne opposition, including Benazir Bhutto's 
'akistan People's Party (PPP). 

The role of religion in affairs of state — 
icluding law, the economy, and diplo- 
^acy — has been on the rise since the mar- 
al-law years of late president Zia-ul Haq, 
sho created Shariat, or religious courts, in 
ve country. Through a decree in March 
985, Zia also amended the constitution by 
arning an Islamic guideline into a sub- 
-antive part of the constitution, calling it 
rticle 2-A. 

The original guideline, called the "Ob- 
ctives Resolution," was drafted mainly by 
ae clergy in the early 1950s as an advisory 
» framers of the country's first constitu- 
ion. Subsequent constitutions routinely 
acluded the guideline in their preambles. 


PAKISTAN 2 


State and religion 


The two specific parts of Article 2-A that 
have created the crisis since the December 
High Court judgment hold that the state 
can exercise authority only within the lim- 
its prescribed by Islam and that it is the 
duty of the state to enable Muslims to act 
individually and collectively in all matters 
in accordance with the Muslim scriptures 
and the traditions of the prophet of Islam. 

Since Zia's time, the newly formed 
Shariat courts have dealt with cases based 
on Islamic laws while the earlier type of 
courts deal with common law and the con- 
stitution. Some analysts maintain that Zia 
did not fully comprehend the implications 
of his fiats: otherwise he would not have 
created separate Shariat courts but would 
have assigned normal courts to deal with 
Shariat. But Zia was prudent enough to 
make the Shariat courts’ rulings subject to 
revision by the Supreme Court. 

What some jurists had 
been anticipating since 
Zia’s amendment finally 
happened at Lahore in De- 
cember 1991. The full 
bench of the High Court 
ruled that under Article 2- 
A of the constitution, Islam 
— not the constitutional 
provisions — had become 
Pakistan’s supreme law 
and was enforceable with- 
out any further legislation. 
It also held that despite the 
existence of the Federal 
Shariat Court and other in- 
stitutions, the High Court 


Exit the general 





Zia: Shariat legacy. 


The recent compulsory retirement of 
Lieut-Gen. Hameed Gul coincides a shift 
in Pakistan’s Afghan policy. The contro- 
versial former intelligence chief had a key 


role in «nnnorHno Afohan muitiahideen 


1989. Earlier, he had been the director of 
military intelligence, where his role was 
subservient to the ISI. 

As the military’s intelligence chief he 
won the admiration the late president 


had jurisdiction to enforce Islam. 

Jurists say the judgment has implic 
struck down many articles of the const 
tion. Specifically, it annuls Article 45 wl 
gives the state the unfettered authorit 
grant pardon, reprieve or remission « 
sentence or penalty passed by any co 
Under the Shariat, in cases of murdei 
injury, only the aggrieved person or 
heirs can grant a pardon or remission. 

The judgment also annuls Article 
which grants presidents, prime minis 
and all top state functionaries immu 
from arrest, prosecution and payment 
compensation for acts carried out in tl 
official capacity. Under Islamic law eve 
one is answerable to a court. 

The courts are no longer mere in 
preters of the constitution and other la 
They can now pass orders against any | 
whose provisions violate the Shariat. | 
less the Supreme Court intervenes, a \ 
range of laws and articles of the const 
tion would be deemed to have been stn 
down. As yet, neither the government 
any private party has appealed to the 
preme Court against the judgment. 

The government so far has been 
luctant to appeal directly against 
earlier judgment of the Federal Sha 
Court outlawing — w 
effect from July 1992 
interest on bank depo 
and all interest-based c 
tracts. If the governm 
were to make any mo 
to appeal on the ba 
interest ruling, the r 
gious parties in the rul 
IDA threatened that tl 
would launch an agitat 
and would even br 
down the IDA. In the ev: 
three banks — the recer 
privatised Muslim Cc 
mercial Bank, Allied Bi 
and the state-owned A; 
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dump which turned parts of Islamal 
into a virtual inferno for a couple of d: 
Second, a major offensive by the 

backed mujahideen in May 1989 aga: 
Jalalabad, Afghanistan's second-larg 
city, which turned into a disaster for 
rebels. Third, after Zia's death in a 1 
air crash, Gul was instrumental in 

creation of the Islamic Democratic ^ 
ance (IDA), which is now the ruling c 
lition. 
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alture Development Bank — have filed 
»peals in the Supreme Court to reverse 
»e bank-interest ruling. 

Pakistan has already begun facing the 
«ternal implications of the Shariat-based 
sdgment on interest. Foreign commercial 
inks and other foreign institutions in- 
olved in a project to provide US$702 
aillion of the US$1.54 billion needed to 
inance a private-sector thermal-power 
roject near Karachi, have noticeably 
oled off and have sought the govern- 
^ent's clarifications on the judgment. 

A representative of a London-based 
msortium of banks arrived in Islamabad 
m 29 January to seek similar clarifications. 
he consortium has yet to decide on a re- 
west by the public-sector Rice Corp. of 
akistan to roll over for one year US$60 
iillion outstanding from a short-term loan 
f US$100 million made in 1991. The con- 
ortium is unlikely to agree to the roll-over 
equest unless the principal and interest 
'ayments are adequately guaranteed. 

The issue of how to reconcile Islamic 
aw with the constitution has surfaced at a 
ime when Pakistan faces some difficult 
lecisions in the field of foreign relations. 
'akistan's army chief Gen. Asif Nawaz 
anjua returned last month from a private 
rip to the US which was expected to yield 
iome assurances on improving the strained 
JS-Pakistan relationship. 

While the Pentagon agreed to continue 
he commercial sale of spare parts for Pa- 
dstan's US-supplied military hardware, 
xher officials adopted a stiffer line. Janjua 
vas warned of the need for Islamabad to 
mprove political ties with neighbours — 
vhich in turn would help mend Pakistan's 
ences with the US. 

On Afghanistan, all the external powers 
with interests in the conflict have moved 
owards a consensus on a political settle- 
nent and Islamabad is moving in the same 
lirection. But domestic opposition con- 
inues. Pakistan's fundamentalist Jamaat- 





Islamic law versus the constitution. 


e-Islami — the second most powerful part 
of the ruling IDA coalition — has been 
against any radical policy changes inimical 
to hardliners among the rebel mujahideen, 
who do not favour a political settlement 
with moderate groups in Kabul. 

Another external development with a 
bearing on Islamic issues is the recent rec- 
ognition of Israel by China and the up- 
grading of ties with Jerusalem to embassy 
level by New Delhi. Pakistan's Foreign 
Ministry has denied local press reports of 
recent informal contacts by Israel seeking 
Islamabad's recognition. Some local ana- 
lysts are concerned about the diminishing 
options Islamabad faces on the Israel issue. 
But several parties, especially the PPP, have 
reacted angrily to the recent remarks by 
Pakistan's Ambassador to the US, Abida 
Hussein, that Pakistan itself had no quarrel 
with Israel and could recognise it at an 
appropriate moment. 
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Confronted with such daunting « 
mestic and external problems, it is in | 
interests of major political parties to ha 
mer out some suitable compromises. W 
the exception of partisan rhetoric and p 
sonality clashes, there is not much id 
logical division between the PPP — | 
premier opposition group — and | 
Muslim League, which is the most pow 
ful bloc in the ruling IDA coalition. To 
tain the respective power bases of th 
parties, moderates on both sides cot 
make common cause against Islamic id 
logues. 

But even if personality conflicts w 
papered over, no compromise appe 
possible unless Islamabad changes 
policy towards the violence-wracked Sin 
province, which the PPP considers repr 
sive. Sindh, the second-largest province 
Pakistan, is the power base of Bhutto, w 
faces opposition there from Sindhi nati 
alists. 

Because of the Sindhi nationalists’ , 
tipathy towards the PPP, they have be 
courted by Islamabad's power elite a: 
counter to Bhutto — though the sec 
sionist platform of their octogenar 
leader, G. M. Syed, remains anathema 
Islamabad. The Sindhi secessionists hi 
since been marginalised and Syed arres 
pending trial for treason. Currently Sir 
is ruled by a coalition led by the Muh 
Qaumi Movement (MOM) and opposit 
PPP politicians there have been persister 
harassed. 

Syed's trial for treason could inflame 
already lawless province, unless the | 
comes to a compromise with Sindh, wh 
in turn would destabilise the MOM ê 
other hardliners. In such a difficult sit 
tion, the major power brokers — the M 
lim League, the PPP, the army and Pr 
dent Ghulam Ishaq Khan — will toget 
have to hammer out workable concessi 
to cope with the problems facing 


country. 





xn Bhutto's Pakistan People's Party. 

In the late 1980s, it was not unusual to 
;ee groups of politicians waiting outside 
ais office for a chance to talk to him. Al- 
hough Gul lost out to Gen. Asif Nawaz 
‘anjua in a bid to become army chief late 
ast year, he remained identified with the 
‘ar Right elements among Pakistani poli- 
icians and the mujahideen. 

By late November 1991, the Pakistani 
army had come around to accepting a role 


stint — to head Pakistan's ordnance fac- 
tories. He refused the assignment and 
instead reported to the Ministry of De- 
fence. 

By mid-January, when Janjua returned 
from a trip to the US, Gul was forced to 
retire. After his retirement the general 
remarked that pan-Islamists were not in 
great "demand anywhere." 

Gul's retirement coincided with Pakis- 
tan's decision to end the arms supply to 


policy for the past two years. 

It is widely believed that the decision 
on Afghanistan was taken at a meeting 
presided by Prime Minister Nawaz Sharif 
and attended by the army chief, the head 
of Ist and Foreign Ministry officials. Presi- 
dent Ghulam Ishaq Khan was not present 
at the meeting, supposedly busy with 
more important matters elsewhere. 

That such a crucial, high-level policy 
meeting was convened by the prime min- 
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MALAYSIA 


Mahathir stresses legal claims in maritime dispute 


Island strategy 





3y Michael Vatikiotis in Kuala Lumpur _ 


alaysia has moved to seize the 
M initiative in a dispute over an is- 

land claimed by both Singapore 
ind the neighbouring state of Johor. As 
small as the island is, and minor the quar- 
‘el over it, both sides are paying close at- 
ention to how the case evolves as it will 
ot only affect the course of bilateral rela- 
ions but also Malaysia's claims to other 
slands. 

Almost as soon as he arrived in Singa- 
ore for the fourth Asean summit on 26 
anuary, Malaysian Prime Minister Datuk 
xri Mahathir Mohamad said that Malay- 
ia would adhere strictly to legal principles 
ind not "history" to resolve the dispute 
ver Batu Puteh island. 

The island — Singapore calls it Pedra 
iranca — is a piece of rock little more than 
'00 m°? in area, some 50 km east of Singa- 
sore island and 19 km off the Johor coast. 
‘he British built Horsburg lighthouse on 
he island in the mid-19th century. Singa- 
»ore has manned and administered the 
ghthouse since independence. 


VANUATU 


Diplomats speculate 
that one reason Singapore 
is keen to stake a claim 
on Batu Puteh is to be 
able to draw a 200-mile 
economic exploitation 
zone east of the island into 
the resource-rich South 
China Sea. Officially, how- 
ever, Singapore's position 
rests exclusively on the fact 
that the island is an 
important navigational 
aid, and Singapore relies 
heavily on maritime traffic 
for its economic well- 
being. 

No one bothered to 
question sovereignty over the island until 
it was gazetted in a new map as part of 
Malaysia in 1979. This prompted Singapore 
to lay claim to it by virtue of its long 
occupation and administration of the 
lighthouse. 

The claim was countered at the time by 
the view that Batu Puteh was "historically" 
part of the Johor sultanate, and Singapore 


Forked tongues 





Mahathir: legal principle. 





By Mary-Louise O'Callaghan in Port Vila 


Efforts to end the rift between Vanuatu's 
English and French speaking communi- 
ties appear to have failed due to growing 
strains within the new and unlikely coali- 
tion government now ruling the country, 
until recently the South Pacific's most ag- 
gressively independent state. 

Foreign policy, particularly relations 
with France and its Pacific territory of 
New Caledonia, is the main source of 
contention within the unexpected part- 
nership formed just over a month ago 
between long-standing opponents Walter 
Lini — an Anglican priest and prime 


powers — which insisted on running 
parallel administrations — succeeded in 
further dividing the islanders, who al- 
ready had more than 100 indigenous 
dialects, into English and French speak- 
ers, 
When the Anglophones under Lini's 
leadership succeeded in forcing inde- 
pendence in 1980, the Francophones were 
mostly excluded from any authority in 
forging the new nation of Vanuatu. 
Observers were therefore surprised by 
the alliance between Carlot's Union of 
Moderate Parties (UMP), which opposed 
Vanuatu's independence, and Lini's 
National United Party (NUP). The UMP, 


was only being allowed to use the isl: 
Both sides agreed to bring their claim 
the negotiating table. 

The issue rested there until 1989, w 
radar facilities were being installed on 
island to aid marine navigation, and 1 
ermen from Johor were shooed away 
the Singaporean navy. 

Mahathir's comme 
in Singapore were mad 
the wake of renev 
claims on the island fi 
the Malaysian side, sp 
headed by politician: 
Johor. The matter is c 
plicated by the Sultar 
Johor's own rigid view: 
territory. "When it coi 
to territorial issues, 
sultan is very much a 
ditionalist, said a « 
mentator in Johor. 

At first sight, the 
cent eruption of det 
over the island in Jo 
looked like an attemp 
exploit the issue for k 
political reasons. But in October 1* 
Deputy Prime Minister Ghafar Baba ste 
unconditionally that Batu Puteh belon 
to Malaysia. "We have proof to substa 
ate our claim and we are prepared to sk 
it to [Singapore] officially," he said. ' 
Foreign Ministry is also on record tl 
years ago as stating the island belongec 
Malaysia. 
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Vanua'aku Pati (VP) in a vote of no co 
dence. He subsequently lost power c 
ing the December polls. 

Lini, who left office amid allegati 
of corruption and incompetence, forr 
the NUP to challenge Kalpokas é 
matched the vP at the polls by securins 
seats in the new parliament. 

Carlot, the country's first Fren 
speaking prime minister, has mo 
rapidly to forge a closer relation: 
with Paris. Already CFP 35 mill 
(US$300,000) has been promised in 
from neighbouring New Caledo1 
where the pro-French rightwing Rally 
the Republic has welcomed him back i 
the region's Francophone fold. 

This move, along with the new g 
ernment's decision to replace more ti 
40 senior civil servants with Francoph 
appointees and its plans to boost Fre 
education, quickly quashed hopes that 





By asserting that legality will take pre- 
sdence over history in resolving the issue, 
sahathir appeared to be clearing the way 
« Singapore to present its case. But Ma- 
*ysian sources say it is arguable whether 
mgapore’s reliance on a 1953 letter from 

e then state secretary of Johor granting 
gapore possession of the island has any 
gal standing. 

Sources in Johor claim that no state 
anctionary has ever had the right to 
egotiate over sovereignty, which is a 
matter for the sultan and the ruling council; 
à other words, there might be a legal 
ather than a historical case favouring 
Malaysia. 

Mahathir's firm statement on the dis- 
ute should also be seen in a broader con- 
ext. Malaysia is currently negotiating with 
idonesia over two islands off the east 
Jast of Sabah state. Mahathir admitted 
yat the existence of other outstanding 
taims made it important for Malaysia to 
ick to one principle — that being the le- 
ality, rather than the historical basis, of 
re claim. 

However, analysts in Singapore are 
oubtful that the Batu Puteh dispute will 
e settled in the near future. In a bilateral 
elationship characterised by lingering, 
nutual obsession with seemingly trivial 
natters, the view is that this issue will drag 
m for some time, with each side clinging 
» its position, yet at the same time avoid- 
ng any act which would seriously jeopar- 
lise relations. Li 





he coalition, has warned his new part- 
ier against going too far. In a statement 
roadcast on national radio, Lini ac- 
used Carlot of "selling" Vanuatu's 
overeignty in exchange for French aid. 
n an apparent reference to the recent 
'omise of aid from New Caledonia, 
Ani said he would only continue in the 
oalition "provided Vanuatu is not sold 
o a foreign government or foreign ter- 
itory for [CFP] 35 million." 

He added that "the NuP will work 
ogether with Carlot and the UMP pro- 
'ided that mutual respect is maintained 
and] provided that our political differ- 
‘nces are accepted." These include 
iUP's non-aligned, anti-nuclear foreign 
olicy and support for New Caledonia's 
ndependence. Carlot has played down 
he rift, saying it was in the spirit of the 
'arties memorandum of understand- 
ng that Lini should comment publicly 


Disparate unions unite against labour unports 


Common cause 





By Stacy Mosher in Hongkong 


abour interests in the lawmaking 
I Legislative Council (Legco) have 

failed in their attempt to block a 
government labour-importation scheme 
which will allow businesses to double their 
intake of foreign workers over the next 
year. But the issue has brought about à 
rare, though not unprecedented, display of 
unity between leftist, pro-Taiwan and in- 
dependent labour unions. 

With less than 18% of the local work 
force unionised, union leaders admit their 
effectiveness is limited. But the perceived 
threat of the labour-import scheme to job 
security, coupled with an increasing ten- 
dency to politicise economic issues, may 
have given new impetus to organised la- 
bour. 

Different branches of the labour move- 
ment shared a common stand on the issue 
of a central provident fund, but the meet- 
ings in January — with hundreds of union 
representatives discussing the labour-im- 
port issue — represents an unprecedented- 
ly broad-based action among the 452 
existing unions. 

Some 600 union members rallied 
around the Legco chambers on 29 January 
while councillors inside spent five hours 
debating a motion by union representative 
Pang Chun-hoi to scrap a decision by the 
Executive Council to allow employers to 
bring an additional 12,000 foreign workers 
into the colony over the next vear, raising 
the total intake to 25,000. Around 12,000 
foreign workers have arrived in Hongkong 
since 1989 under two previous import 
schemes. 

Under the new scheme, employers will 
be allowed to hire workers on two-year 
contracts which can be renewed twice, al- 
lowing a total stay of six years in the colony 
— one year less than the minimum period 
needed to apply for permanent residence. 
Foreign workers will represent less than 
0.1% of the labour force after the new in- 
take, but the ratio is likely to be higher in 
some manufacturing industries. 

Economists inside and outside the 


workers, saying that they are forced to 
locate across the border to China's Gua) 
dong province because of labour shortag 

Unionists, on the other hand, compl 
that local workers' livelihoods have 
ready suffered under the earlier labo 
import schemes. Construction workers, 
instance, claim that their average earnir 
have dropped from HK$400 (US$51.25) 
HK$300 or less per day. Unemploym 
has risen since labour import began, 
ceeding 2% early last year, but the figi 
had dropped back to 1.9% by Decem 
1991. 

Workers and unionists are quick 
claim abuse of previous labour-imp 
schemes, in which government offici 
found that one out of eight employers F 
underpaid their foreign workers. Fore 
workers also miss out on long-serv 
payments, pensions and other benefits. 

The government has tried to pacify 





Job security threats unite unions. 


cal labour interests with a re-traini 
scheme for workers, to be funded by 
HK$400-per-month levy that employ 
must pay for each foreign worker tl 
bring into Hongkong. But unionists : 
funding will cover only one tenth of 
workers who will need re-training. TI 
also fear that the scheme is unlikely to h 
older workers, who are most likely to l 
their jobs to foreign labour. 

In the Legco debate, liberals and all | 
one of the directly elected councillors vo! 








he remnants of Russia's Vietnam 
T lobby appear to be winning a de- 

bate on the wisdom of continuing 
es with their Indochinese ally. A Russian 
oreign Ministry spokesman told the 
EVIEW on 31 January that the basic direc- 
on of Soviet policy in Indochina would 
e continued by the Russian Federation, 
espite the temporary fall-off in trading 


es caused by the upheavals of — 


form. 

^We have invested a lot there," said 
'alentin Sviridov, deputy head of the Di- 
sctorate for the Far East and Indochina, 
Russia will remain a partner of Vietnam." 
he Russians make no secret of the fact 
iat their continuing economic interest is 
rgely based on hopes of carving out a 
sle for themselves in Southeast Asian 
tarkets via three-way projects with Viet- 
am and other countries in Indochina. 

-At the end of a visit to four former So- 
‘et republics in late January, Vietnam’s 
eputy Foreign Minister Nguyen Di Nien 
»parently received assurances from the 
ussian Government that promised sup- 
ties of fuel products, steel and fertiliser 
x 199] would eventually be delivered. At 
e moment, however, this seems more an 
spression of political will than of eco- 
mic possibility. 

Nien presented a letter to Russian 
sesident Boris Yeltsin and Foreign Minis- 
w Andrei Kozyrev, expressing Vietnam's 
sadiness to continue "all relations with 
assia which existed with the Soviet 
inion,” Sviridov said. Clearly, this is a bid 

preserve the Treaty of Friendship and 
ooperation signed in 1978 for a period of 

years, when Sino-Vietnamese tension 
as at its height. 

Russia has, in fact, pledged on nume- 
is occasions to carry out the interna- 
onal agreements signed by its legal pre- 
ecessor, the Soviet Union. To allay doubts 

. this point, Russia's Deputy Prime Min- 
ser Alexander Shokhin emphasised to the 


&etnamese visitors that in accord with the E 


wma-Ata Declaration founding the Com- 


FF ae A À 


li ssia set ix maintain economic oln cs 


arket ma 





with Vie 





or the threat of an attack on either side, “in 
order to remove this threat and take ap- 
propriate and effective steps to safeguard 
the peace and security of both countries.” 
In the past, the Soviets carefully avoided 
letting this clause draw them into military 
conflict with China. 

Sviridov confirmed that a military dele- 
gation visited Vietnam. in November-De- 
cember 1991, to: re-examine the nature of 
military cooperation. Each side is now 
thinking about ways to rebuild this coope- 
ration on a new basis, he said. (The Rus- 
sian press has reported from Vietnam that 
grant aid for military equipment, spare 
parts and training will not be continued 
this year.) The Cam Ranh naval base in 
central Vietnam will no longer be used as 
before by the Russians, Sviridov said, 
without excluding some diminished Rus- 


uate al id gradual; 4 Te oe 
and worked out in negotiation with 
Vietnamese. 

Vietnam has yet to formally nam 
new ambassador to Moscow to repl 
Nguyen Manh Cam, who has taken o 
from Nguyen Co Thach as foreign mit 
ter. But all the candidates are Russi 
speaking economists, says Sviridov. 
believes the probable choice will be a r 
resentative of Vietnam’s State Plann: 
Commission. Such a choice appears to 
flect confidence that some level of gove 
ment-to-government economic coope 
tion will continue. Expert-level discussic 
on Vietnam's Rbl 10 billion (US$91 milli: 
debt and unfinished economic projects 
due to take place in February and Mar 
The Russians hope that a return to bat 
and clearing trade will help revive e 
nomic ties. 

Before arriving in Moscow, the Vi 
namese delegation also visited Uzbekist 
Belarus and Ukraine. Vietnam has alrea 
recognised all the governments of the C 
which includes all the former Soviet 
publics except the Baltic states, Geor 
and Moldova. 








HONGKONG 


Peking has refused to rule out the di- 
rect participation of its military person- 
nel in the civil government of Hong- 
kong after the colony reverts to Chinese 
sovereignty in 1997. 

Such a development, if pursued, 
could have disturbing implications. But 
Britain considers itself absolved of re- 
sponsibility despite the Sino-British 
agreement on Hongkong’s future 
signed in 1984. "This [issue] is regarded 

. . as being a matter for the future chief 
executive of the Hongkong special ad- 


ministrative region," a British Foreign . 


Office spokesman said. l 

An 8,600-strong British military force 
is currently stationed in Hongkong and 
its presence is generally viewed as be- 
nign. Conversely, the colony's stock- 








tial political dimension to the issue. 

The commander of British forces 
(CBF) in Hongkong, together with his 
purely military function, has a civil role 
as an ex-officio member of the policy- 
making Executive Council (Exco). This 
is a relic of political conditions when 
the colony was founded in 1841. n 

Peking's response was non-commit- 
tal when it was asked for the first time 
whether China plans to install a PLA 
officer in the Exco seat held by the CBF. 
"The relevant authorities [in Peking] 
advise you to refer to the Basic Law 
and, specifically, to Article 55,” Hong- 
kong-based Chinese Foreign Affairs 
Ministry official Chen Guoping told the 
REVIEW. Article 55 of the Basic Law, 
which focuses on Exco, appears open to 
various interpretations. 

The arguments are highly technical, 
but most legal experts consider it un- 


likely that a PLA officer would be eligi- 


ble for membership in Exco as he would 
Ck permanent residence qualifications. 
A Chinese military official could never- 
theless “sit in" on Exco meetings. This 
implies some degre of participation 
without voting rights, though this im- 





TO DEAL WITH 
THE MONKEY 





You must first understand the ram. 


ne of the keys to succeeding in Asia in 1992 (the year 
of the monkey), will be your depth of understanding 
of the events and developme nts of 1991 (the year of 
the ram). Changes have swept through the ;« 
region, altering business, political and 
financial outlooks. Any move without 
reference to accurate information could be a move in the wrong 
direction. For 32 years business leaders, scholars and politicians from 
around the world have relied on the “Asia Yearbook” for that accurate 
information. The all-new 33rd edition, compiled and edited by P 
journalists and staff of the Far Eastern Economic Review is now Tw: n. 
available. *Asia 1992 Yearbook" covers the major events in Asia and “7 zi i 
also provides a,country-by-country analysis of the various political, jg) YEARBOOK 
social and economic scenes. | 












Mail, Fax or Phone: Far Eastern Economic Review : "TEN m! 

G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338, - Ms | 

| Please rush me the just published ASIA 1992 YEARBOOK (hardback) at HK$315, U8$39,95, £24. Y5.600, S$71.50 or M$1 17.50 each oi (softba ick) | 
at HK$235, US$29.95, £18, Y4,200, S$53 or M$88 each 
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Place in the sun 


By Eduard Grebenshchikov 


he continuation of the Asia-Pacific 

strategy proclaimed by Mikhail 

Gorbachov at Vladivostok in the 

summer of 1986 will devolve 
iainly on Russia — the only former Soviet 
public with a Pacific coast and hence a 
irect interest in maintaining a major role 
ı regional politics. 

As this is almost the only programme 
lvanced during perestroika to have been 
alised in practice, there is reason to ex- 
act a large degree of continuity in Mos- 
w's policy towards the Asia-Pacific re- 
on. 

To guess at the basic direction and form 
` Russia's foreign policy in this region, 
1d in Southeast Asia in particular, should 
at be difficult. The latter will occupy an 
iportant, though not primary, place in 
loscow’s strategic calculations — though 
‘oximity will ensure that Northeast Asia 
mains the main area of interest to Rus- 
an policymakers. 

Nevertheless, Russian interests will be 
ore evenly spread than before. The once- 
rong Soviet Vietnam lobby has now lost 
; political influence and is transferring its 
tention to commerce rather than geo- 
)litics. Russia will also continue to con- 
ibute to overcoming the rift between 
mmunist and non-communist countries 

this sub-region. For example, as a per- 
anent member of the UN Security 
yuncil, it has a role to play in adminis- 
ring the settlement of the Cambodian 
nflict. 

Moscow’s relations with Southeast 
sian countries will be largely de-ideolo- 
sed and commercialised. To be realistic, 
»wever, Russia — alone or in combina- 
in with other former Soviet republics — 
nnot expect to find a place among 
sean's main trading partners. 

Nevertheless, since the break-up of the 
viet Union and the emergence of the 
mmonwealth of Independent States 
IS), conditions for the development of 
nomic links between Russia, the other 
publics and Southeast Asian countries 
ould be more favourable — not least be- 
use Asean countries no longer risk pro- 


tion Council. In addition, Moscow now 
encourages both trade and investment 
deals with Asean partners and is commit- 
ted to removing all unnecessary barriers to 
trade and investment as quickly as possi- 


ble. 


Russia will now have to prove itself in 
Southeast Asia, where the former Soviet 


coupled with growing moves towards n 
malising US-Vietnam relations, means t 
scenario cannot simply be rejected out 
hand. It would also to be logical to exp 
that some regional joint programmes cot 


be initiated. By combining naval units, 


Union was regarded as a military super- 


power and an exporter of ideology. This 
transformation will take time and require 
patience. The example of the problem of 
Russia's future military-political role in 
Southeast Asia, closely linked to the base 
at Cam Ranh Bay in Vietnam, well illus- 


trates this. 


While the scale of its naval and air force 


presence there has al- 
ready been reduced, and 
Moscow could survive 
without Cam Ranh, 
given the absence of any 
external threat and 
straitened financial cir- 
cumstances, other factors 
remain to be weighed. In 
addition to assessing the 
economic and strategic 
considerations involved, 
there are also ethical fac- 
tors to consider regard- 
ing Vietnam's position. 
At the very least, Russia 
has to protect itself from 
accusations of taking 
abrupt and one-sided 
steps grounded in nar- 
row self-interest. 

In this connection it is 
important to note signals 
coming from some Asean 
capitals that seem to in- 
dicate interest in seeing 
Russia's military pre- 
sence in Southeast Asia 
prolonged. At the same 
time, there have been 
unofficial soundings 


reason to 


continuity in 
. Moscow s 
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example, the two powers would be able 
make relatively painless force reduction 

Further, any US-Russian joint acti 
would not undermine the US-Japanese : 
curity treaty, but would rather provide 
back-up guarantee of stability with Russi 
or CIS forces playing an ancillary ro 
Some political scientists, for example, ha 
already called on Washington and Moscc 


to help settle the dispute surrounding t 


ume / 
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expect 
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Spratly Islands and, in conjunction w: 


Indonesia, help organ: 
multilateral exploitati: 
of resources beneath t 
surrounding seabed 
either under UN at 
pices or within sor 
other framework. 

China should acce 
such conflict resoluti: 
efforts, not least becau 
of the enormous grow 
in Japan's regional inf] 
ence. Peking should al 
be reassured by M« 
cow's and Washingtoi 
stated commitments 
make deep cuts in th: 
respective military este 
lishments. 

From Japan's p« 
spective, assured 1 
gional and internatior 
stability remains a pric 
ity as it is the main 1 
quirement for econon 
progress, the success! 
overseas operation 
Japanese corporatio 
and the maintenance 
secure lines of commu! 
cation. Any proposals ¢ 


taken in Hanoi and Washington regarding pable of increasing the predictability of i 


the possible return of US forces to Cam 
Ranh. Various options mentioned include 


ternational relations in Southeast As 
should therefore meet Japan’s approv 


"wel 
TÉ 
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‘actionalism, money politics erode KMT unity 


Turbulence ahead 








y Julian Baum in Taipei 
T he turmoil that marked the last 





days of Taiwan's 88th legislative 

session may be a prelude to greater 
irbulence when the lawmakers re-con- 
ene in late February. But this time the 
‘ouble is less likely to be caused by the 
pposition Democratic Progressive Party 
opp) than by increasingly quarrelsome 
actions within the ruling Kuomintang 
<MT) itself, according to political observ- 
rs. 
A number of sensitive political reforms 
vill be on the legislative agenda, including 
evision of the controversial sedition law. 
nother political hot potato is the pro- 
osed multibillion-dollar investment by 
aiwan Aerospace in the commercial air- 
raft division of McDonnell Douglas. 

Unlike 1991, when fistfights between 
ipposition and KMT lawmakers sometimes 
urned legislative proceedings into farce, 
he opposition has little excuse to resort to 
iolence, according to newly elected 
peaker Liu Sung-pan. Since the retirement 
ist December of 80 old-guard parliamen- 
arians who had not stood for election since 
947, the DPP's major objection to the "un- 
easonable" structure of the parliament — 
nd its excuse for un-parliamentary be- 
iaviour — has been removed. 

Instead, the tension has moved inside 
he ruling KMT as power shifts away from 
he party's conservative wing, and native- 
orn Taiwanese gain ascendancy over law- 
nakers who are second-generation Chi- 
iese mainlanders. Since the retirement of 
he old guard, a rump of 125 lawmakers 
ias come to be dominated by sometimes 
ebellious KMT members elected from Tai- 
van. 

"Legislators now must go their own 
vay because they can't contradict the will 
f the voters,” Liu said in an interview with 
he REVIEW. "In a word, the legislature is 
'ecoming more independent." Much of 
his growing independence takes the awk- 
vard form of factions dividing the 92 KMT 
awmakers, including a bloc of 21 Overseas 
chinese representatives aligned with the 


as the Breakfast Club after a weekly break- 
fast meeting of its leaders — registered as 
a formal organisation with the Interior 
Ministry, prompting criticism that it had 
become a party within a party. It operates 
a club dining room and employs separate 
administrative staff for its members. 

A rival faction, the New Kuomintang 
Alliance, claims about a dozen members, 
mostly second-generation mainlanders 
committed to defending the interests of 
those who arrived on Taiwan with the ar- 
mies of Chiang Kai-shek in 1949. Although 
it lacks the formal organisation of the Wis- 
dom Coalition, the New KMT Alliance has 
powerful links with the military as well as 
strong support from the cabinet, giving it 
influence beyond its numbers. 

A newer, less ideological group calling 
itself the Parliamentary Reform Association 
claims 51 members, many 
of whom are also members 
of the other two factions. 
The opposition DPP is also 
split into factions, though 
its 18 legislators tend to co- 
operate in parliament more 
than do their colleagues at 
party headquarters. 

"Factionalism is un- 
avoidable,” commented a 
senior KMT legislator. He 
said the core conflict was 
between the Wisdom Coa- 
lition and the New KMT 
Alliance. This reflected the 
historical tension between 
native Taiwanese and 
mainland Chinese who 
came to Taiwan four dec- 
ades ago. He expected this tension would 
build up in 1992 as legislators prepared for 
the year-end general election. 

Speaker Liu, however, is optimistic. He 
says that factionalism is not necessarily a 
retrograde development; factional group- 
ings might, in fact, prove to be convenient 
for negotiating differences among legisla- 
tors and could even improve legislative ef- 
ficiency. Liu has skilfully used such nego- 
tiations to minimise conflict on the cham- 





Liu: optimistic. 


rich since winning their seats. Many la 
makers legally hold positions as direct 
of companies and foundations align 
with their particular faction, leaving the 
open to accusations of financial gain. 

Taiwan voters were given a taste 
things to come when KMT secretary-gt 
eral James Soong unexpectedly called 
primary in mid-January to allow legis 
tors to pick a candidate for the post 
deputy speaker of the legislature. Tra: 
tionally, the party leadership had pick 
the candidate, and legislators were ¢ 
pected to meekly fall in line. Soong hop 
this unprecedented exercise in democra 
participation would help head off alle 
tions of vote-buying and diffuse factic 
alism in the KMT. 

In the event, legislators picked one 
parliament's wealthiest members, Sh 
Shih-hsiung, causing suspicions tl 
^money politics" had influenced parl 
mentary decision-making more than ev 
Shen, who squeaked by the nominati 
stage with a two-vote lead, was imme 
ately saddled with unproved allegations 
vote-buying for the prestigious job. 

Liberal members of the Wisdom Co 
tion mostly voted favoured lawmal 

Hsieh Shen-shan, the 
3 cently appointed dept 
: secretary-general of t 
$ KMT. Hsieh would ha 

been elected but for t 

overseas Chinese la 

makers who stayed loyal 

Shen. The overseas Chin 

have become a swing vi 

for the conservatives. 

Goings-on within t 

KMT's parliamentary me 

bership are becoming m« 

of a public issue these d: 

because the legislature 

evolving into a junior de 

sion-making partner w 

the cabinet and the K) 

after many years of acti 

as a rubber stamp. Liu 
fact considers the legislature to be on 
equal footing with the cabinet, which 
constitutionally correct. But he admit! 
the lawmakers were at a disadvantage 
cause inadequate staffing and lack of inf 
mation on government policies made 
difficult for them to properly review p 
posed laws. 

Most observers say the legislature 
mains subordinate to the cabinet on i 


portant issues, though it is beginning to 
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Traveller s Tales 


sian and Third World critics of 

the Western media often seem to 

this Traveller to be aiming their 
e fire in the wrong direction. They 
ke refuge in the undefinable notion of 
Asian values," as though there was a 
ymmon denominator as valid in Madras 
; in Singapore, Bangkok, Rangoon or 
yongyang, when all too frequently these 
me down to nothing more than the 
ghts of those governments to oppress 
eir critics. It makes little sense to contrast 
eese with "Western" values when press 
eedom has no more history in Lisbon or 
Jcharest or St Petersburg than it does in 
angoon. 

Where the Western media needs to be 
ken severely to task is over the person- 
isation and trivialisation of news. The 
rival of CNN, BBC and other Anglo- 
merican news channels in Asian skies has 
ought this home with a vengeance. How 
any times in recent months has one ob- 
rved footage of Imelda Marcos returning, 
1elda Marcos meeting the people; Imelda 
arcos going to court and now Imelda 
arcos the presidential candidate. Imelda 
'ts the coverage not because she is a lead- 
g presidential contender but because of 
notoriety. It is Imelda the infamous 
amour figure, not Imelda the candidate 
ho is being covered. Where are the for- 
zn cameras on Mitra, Salonga, Cojuang- 
or even Ramos? The obsession with Im- 
la gives viewers and readers outside the 
ülippines a grossly exaggerated picture 

her standing in the country, and her 
‘ospects for election. 
me of the much syndi- 
ted US and British news- 
ipers do little better. (Af- 
* writing this I picked up 
e day's International Her- 
l Tribune to find a picture 

a tearful Imelda domi- 
ting page 2 and one of 
pe defendant Mike Tyson 
t page 4.) 

Unless the Western net- 
orks make a conscious 
cision not to follow their 
me examples, we are in 





health problem for some years? Now the 
US has two new news-dominating sexual 
obsessions — the Clinton love affair allega- 
tions and the rape trial of a boxer making 
their way daily by satellite to global screens 
and occupying yards of wire service tape. 
In short, the problem with the Western 
media is not that it is biased, racist or con- 
frontational. It is its plain silliness. 

There have been some wry, to say the 
least, smiles over Singapore's chewing- 
gum ban. But, frankly, there are worse 
(other than to gum addicts) instances of 
arrogant do-goodism available in countries 
which in theory make a fetish of individual 
liberty as Singapore does of Confucian 
pedagogy. One crowd of Western social 
fascists tries to make life a misery for 
smokers despite the fact that longevity is 
conspicuous in high-smoking countries 
such as Japan. Another group of inade- 
quately employed persons has now de- 
cided to make life uncomfortable and busi- 
ness impossible for sellers and wearers of 
fur clothes. Those against all killing of 
animals should be (and usually are) ap- 
plauded, not least by those too selfish to 
follow suit. But for Asian fur wearers and 
traders to be harassed by chicken eating, 
leather shoe wearing, fly-spray wielding 
zealots from countries with meat intensive 
diets is, to say the least, irritating. 

Talking of Singapore, those visiting to 
use its excellent medical facilities are get- 
ting even more intensive, personal care 
than ever these days. Jakarta correspon- 
dent Adam Schwarz was there recently for 
an operation on his knee. 
Lying groggy in the recov- 
ery room of the Mt Eliza- 
beth hospital after a gen- 
eral anaesthetic he was 
greeted by two "friends" 
who turned out to be from 
the Immigration Depart- 
ment. Their get-well 
wishes were in the form of 
a document by which he 
would promise not to en- 
gage in journalistic activity 
while in Singapore. He was 
more than happy to sign, 
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gitive drug barons Ma Sik-chun and 1 
Sik-yu (TRAVELLER'S TALES, 9 Jan.), has cor 
another major social event. This time it 
the 23rd anniversary of the family's tc 
selling newspaper the Oriental Dai 
founded and still believed effectively cc 
trolled by Ma Sik-chun, and the inaugu: 
tion of a new international publication 

the Oriental Press group. Leading t 
congratulations to Oriental's chairman M 
Ching-kwan, son of Ma Sik-chun and nc 
an Australian resident, was Hongkon; 
well-powdered leading lady Barone 
Dunn. She was accompanied by her ht 
band, former attorney-general Mich: 
Thomas (who took office after the M; 
flight). Hongkong now has a law provi 
ing for confiscation of drug money pr 
ceeds but it cannot be used against the ^ 
money because the fugitive brothers ha 
not been convicted. This inability to get 
the assets of bail jumpers has recently be 
the subject of complaint by the police n: 
cotics bureau. 


Plus ca change... 


of — 
Hongkong Airport 


Reports from London strongly indicate that ap 
proval for the construction of 's moderr 
airport can be expected within a few weeks. Survey 
work can then start and the new airfield at Deep 
Bay will most probably enter the stage of construc- 
tion by about January. As soon as the first run 

will be completed the new airfield will be used by 
the heavier types of aircraft. Two runways of 3,000 


yards each will be constructed. office anc 
other buildings will be completed by about end o! 
1948 or early in 1949. The Kaitak aerodrome whict 


is already now very crowded will be relieved as 
soon as the first runway of the new airfield will be 
in operational condition, probably early in 1948, 
REVIEW 13 November 1946. 
. American Blunt Talk 


US. State Department officials and trade repre- 


opinions 
The Director of Far Eastem Affairs, State Depart 
ment, Mr. John C. Vincent, referred to China's 
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tegional governments slow to confront epidemic 


A fight on all fronts 


y Andrew Waller in Hongkong 


Malaysia's contribution to 
World AIDS Day on 1 De- 
cember 1991 was a govern- 
ment-run publicity cam- 
paign: "War on 2As." Two 
As? The other A stands for 
edes, the mosquito which spreads den- 
ie fever. By linking these two killers, one 
d, one new, the Malaysian authorities 
ere acknowledging — perhaps uninten- 
mally — a dilemma that will confront 
ore and more Asian governments. 
Where are the health dollars needed 
ost? AIDS is only one of many threats to 
e and health that stalk Asia. Long-time 
es such as tuberculosis, measles, polio, 
hooping cough and others still cause 
ore human misery than the new, im- 
ted, “Western” disease. Of Malaysia's 
‘o As, for example, dengue struck more 
an 6,000 people in 1991; the AIDS virus, 
V, has cumulatively infected only a third 
many. (Dengue killed 38 of its victims 
it year, AIDS only 34 in total.) 

On the one hand are the “traditional” 
emies, against which basic health and 
giene programmes, coupled with mass 
ccinations, have had some significant 
ccess. On the other is a deadly new dis- 
se whose impact in many countries is so 
' hardly visible, but which has the po- 
itial to undo many hard-won gains in 
alth and living standards. 

Fighting AIDS, though, will be like no 
alth campaign ever before. There are no 
ccines to eliminate HIV; even optimists 
/ a cure is unlikely before the end of the 
cade. The war against AIDS, which many 
ian governments are only now begin- 
1g to wage in earnest, will be multi-di- 
sional. Only by changing human be- 
viour, as well as the conditions which 
OW AIDS to spread, can Asia hope to 
tain the epidemic in its early stages. 
The penalties for delaying large-scale 
ion until the AIDS statistics reveal a large- 
de problem are already evident in India 
4 1, (T * ^ . "2 
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AIDS-infected child: ultimate victim of ignorance. 


sources will have to be diverted from other 
areas. Companies will lose workers and 
incur costs in recruiting and training re- 
placements. Families will lose bread-win- 
ners, throwing a burden of orphaned chil- 
dren and unsupported elderly relatives 
upon the community. And the food sys- 
tem will be dislocated for want of able- 
bodied farm workers. Sub-Saharan Africa, 
where up to 30% of populations are in- 
fected in some places, is experiencing all of 
these problems today. Asia stands to suffer 
as badly: its population of sexually active 
adults is proportionally greater than Afri- 
ca’s, and dwarts it numerically. 

The loss of manpower threatens to go 
to the heart of Asia’s economic miracle. 
Will Thailand still be a favoured destina- 
tion for foreign manufacturing investment 
when AIDS reaches its peak? Among its 
neighbours, AIDS will add to existing eco- 
nomic burdens. The epidemic is building 
in Burma and other parts of the drug-pro- 
ducing Golden Triangle. 

Drugs is one of the three major fronts 
on which the Alps battle must be fought — 
the others are prostitution and male atti- 


nous drug-abusers who share unsterilis: 
needles, hopping to low-paid prostitute 
then migrating into the broad populatic 
as the prostitutes’ clients transmit the vin 
to their wives. Having made this leap, All 
does not need poverty to sustain itself. TI 
fourth stage is the passage of HIV fro 
mothers to unborn children. 
Homosexual transmission has not fe 
tured prominently in Asia (though it h. 
in Australia and New Zealand). Transf 
sions of tainted blood account for many : 
the known AIDS cases in Japan. To the 
discredit, many Asian governments ha\ 
yet to guarantee AIDS-free blood supplie 
though this is relatively easy to accomplis 
The focus on heterosexual activity co: 
fronts policymakers with many new pro! 
lems. First and foremost is the difficulty | 
promoting “safe sex” and condom use 
societies where public discussion of sex 
taboo. Malaysia, for example, until recent 
banned mention of condoms on Tv. TI 
second is the tacit acceptance of a man 
right to indulge sexual appetites outsic 
marriage. This has been one of the maj 
factors fanning the AIDS epidemic in Tha 





»osals as HIV testing at borders and man- 
latory quarantine of HIV carriers. Most 
uch responses are likely to be ineffectual 
»ecause they are after-the-fact, or divert 
ttention from the real issues. The World 
lealth Organisation has fought stigma- 
isation of HIV carriers, homosexuals and 
ügh-risk groups, believing that their iso- 
ation breeds a false sense of security in 
»eople outside the targeted categories. 

The choice between taking, proscriptive 
neasures and appearing to condone im- 
noral behaviour is a difficult one. Banning 
»rostitution, for example, would undoubt- 
diy force brothels underground. Most 
‘ountries tolerate prostitution, but require 
»rostitutes to register and submit to regu- 
ar HIV tests. Often, however, the tests are 
oo infrequent to offer any security. In the 
neantime, they appear — falsely — to 
"uarantee AIDS-free sex. 

These concerns are heightened by 
merging evidence of a link between AIDS 
ind other sexually transmitted diseases 
STDs). Some connections are obvious: the 
same people are implicated, and STDs can 
‘ause genital sores that provide an easy 
‘oute for HIV infection. But the links may 
x even more direct. British trials with a 
socktail of drugs — the ArDs-retarding AZT 
ind acyclovir, used to treat herpes — re- 
rently halved the death rate among se- 
ected AIDS patients. This supports the idea 
hat the presence of a second virus may 
1ccelerate the onset of full-blown AIDS. 
Whether or not this is true, governments 
:omforted by low numbers of reported 
AIDS cases might find their STD statistics 
© be a grimmer indicator of future 
rends. 

The sheer impracticality of attempting 
to draw a cordon sanitaire around indi- 
vidual countries means that India and 
Thailand will not be alone in facing the full 
Jlast of AIDS. Many Thai brothels, for 
»xample, are filled with Burmese, Cambo- 
dian and Laotian girls. Once HIV-positive, 
they are sent home. 

In addition, intra-regional travel is 
booming. Returning sex tourists have 
probably imported HIV to Japan, South 
Korea and Taiwan. Countries like Bangla- 
desh and Pakistan which export labour are 
also at risk when their expatriates return 
(as in the 1990 Gulf evacuation). 

AIDS numbers in much of Asia, how- 
ever, are still deceptively low. As a result, 
though all governments have anti-AIDS 
programmes, these do not match the 
threat. Yet by the time spiralling statistics 
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Thailand moves to stanch the virus 


Catch if catch can 


By Paul Handley in Bangkok 


Nearly every week, someone 
in Thailand dies of Alps. The 
virus that only three years 
ago was confined to intrave- 
nous drug users has now 
spread rampantly through 
the country. But Thailand has made great 
strides in building awareness of AIDS, and 
has probably succeeded in slowing the rate 
of transmission dramatically. 

Yet, as many as 500,000 Thais — almost 
1% of the population — are infected with 
the HIV virus. And hundreds of people are 
showing signs of AIDS-related illness 
brought on by the HIV virus — which on 
average gives them 18 months to live. 
Thailand now faces a two-pronged battle: 
halting the spread completely on the one 
hand, and finding ways to deal with those 
already infected on the other. 

The Thai male’s penchant for visiting 
brothels has been the main engine 
of transmission throughout the 
country and across social classes. 
From the men, the disease passes to 
girlfriends, wives and children. Of- 
ficial statistics record five babies 
dying from AIDS in 1991. But offi- 
cials estimate the real number in the 
dozens, unrecorded because of an 
already-high infant-mortality rate 
and limited testing capabilities. If 
AIDS continues to spread uncon- 
trolled in this way, the number of 
HIV-infected people could multiply 
to 2-4 million by 2000. More than 
half will be women. 

Epidemiologists can now use 
occurrences of HIV in pregnant 
women alone to trace a path 
stretching from the Andaman Sea 
fishing port of Ranong in the south, 
along the extremely heavily tra- 
velled truck route straight into 
Bangkok. The highest concentra- 
tions of AIDS in the country, and probably 
the lowest concentration of treatment fa- 
cilities, are in fishing ports and trucking 
centres. 
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has been no slouch in attacking the pr 
lem. In the past year, with Prime Mini: 
Anand Panyarachun taking the chairm 
ship of the National AiDs Committee (N/ 
the focus of the campaign has turned 
wards altering sexual behaviour in hete 
sexual Thais. Studies show that the ma 
ity of Thai men have their first sexual 
perience with a prostitute — the ac 
often a part of high school and univer 
hazing rituals — and that 95% of all n 
over 21 have slept with a prostitute. 
Three years ago, the education cc 
paign was taken into the brothels é 
nightclubs. But infection rates rose fa: 
than expected. For low-paid brothel pi 
titutes, the national median infection 1 
in June 1991 was 15.2%; in some area: 
was as high as 63%. For high-paid prc 
tutes operating in nightclubs, the med 
is 4.8%, but as high as 29% in some are 
The warnings Tave had substantial 
fect. Good studies are few, but in so 


Thai prostitutes: endangered species. 


areas condom usage in brothels rose fi 
an estimated 14% to 71.5% by mid-l‘ 
Condom distribution, another indica 
rose 158% between 1988 and 1991. 


RTS AND SOCIETY 


ised. For the first offence, the brothel is 
hut down one day. For the second, one 
veek. And so on. 

In Ratchburi province, west of Bangkok, 
ne brothel has already been shut down. 
Ine difficulty will be maintaining the 
upport of local police and government 
fficials in the campaign. But health offi- 
ials feel progress is being made. Indica- 
ons are that the incidence of STDs, in- 
luding herpes and gonorrhoea, has 
ropped significantly. 

That is no small achievement. Sex re- 
earchers know that alcohol plays a big 
art in men's visits to brothels, and they 
oint out that it is not easy for a prostitute 
convince a drunken, potentially violent 
yan to use protection. 

There also appears to be a downturn in 
1e frequency of visits to brothels. One 
iarried, middle-aged Thai middle-income 
rorker, for instance, says he now sees a 
rostitute monthly instead of weekly. "I 
ave to use a condom too,” he grinned. 

The more nettlesome hurdle is influ- 
ncing sexual behaviour at home. The man 
'ho now uses a condom in a brothel might 
iready be infected with HIV, but he is un- 
kely to use protection with his wife. 
verage estimates are that, if uncontrolled, 
5 million women will be infected with 
iV by 2000, and one third of their off- 
ring will die of AIDS. This is an area in 
'hich virtually no progress has been 
iade. Wives are not likely to ask their 
usbands if they go to brothels, and hus- 
ands are unlikely to use a condom “in 
ise” when they sleep with their wives, or 
ave a blood test to show their wives they 
‘e HIV-free. 

The greater challenge is what to do with 
iose infected with HIV or showing signs of 
‘DS. Epidemiological trends suggest that 
r 1995, over 30,000 people will need hos- 
‘talisation for AIDS. For them and society 

large, there is a broad range of thorny 











An ounce 


of prevention 


Just as the first blow of an AIDS epidemic 

society, there is another, equally devastating blow 

on the way: the cost of the disease. A new study, 

. The Economic Impact of AIDS on Thailand, predicts 

| that without immediate € inpia de 
! | programmes, an AIDS emic overw 

he ! ingdom’s health and ord mimi T 


AIDS’ march 


moral, social, legal and financial issues to 
deal with. 

Some hospitals reject AIDS patients out- 
right; some surgeons refuse to work on 
HIV-positive patients. Hospitals that accept 
AIDS patients are finding their beds filled, 
and budgets stretched. The hospitals 
themselves are unsure whether to keep one 
ward for AIDS — which stigmatises both 
the patients and the staff who handle them. 
But, in one Bangkok hospital’s experience, 
it provides comfort to AIDS patients to be in 
the company of others similarly infected. 
A Chiang Mai hospital spreads AIDS pa- 
tients throughout the facility. 

Meanwhile, HIV-infected people are be- 
ing rejected by their families, employers 
and even the monkhood. Large companies, 
including multinationals, are using blood 
tests to detect and turn away HIV-positive 
job applicants. Jon Ungpakorn, who runs a 
volunteer AIDS hotline, says many of the 
calls are from people worried about getting 
or keeping a job if they are infected. On the 
positive side, the Thai army appears will- 
ing to ignore HIV infections. 

After drifting on a number of these is- 
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jars Thai terms 
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INH AXDIH 


study on. vowel accepted epidemiological projections. 
unchecked, 


sues, the government has begun to c 
with them methodically. The NAC has j 
set up an ethics sub-committee to draw 
codes of behaviour related to AIDS, inch 
ing defining the legal rights of infec 
people. Another move soon to be í 
warded to the parliament is a bill legalis 
prostitution, which will make it easier 
prostitutes to obtain medical help. 

Some physicians have also called for 
legalisation of abortions, at least for + 
positive women. Abortions are illegal 
Thailand, but an estimated 100,000 are p 
formed annually, mostly in the guise 
other operations. Because AIDS has alrez 
infected so many pregnant women, doct 
want to get the issue out into the open. 

The NAC is beginning to speak to me 
employers and forcing them to deve 
ways to deal with HIV-infected employe 
In December 1991, a closed seminar 
tended by NAC officials, state-enterpr 
representatives and some private-sec 
employers made it plain that industry | 
done little thinking about AIDS. 

There has been much talk about w; 
to do with HIV patients who have beco: 
social outcasts, such as prostitutes dru 
med out of work. The Ministry of Pul 
Health has tested a sort of halfway hoi 
where such people can be accommodat 
trained and returned to society. It is nv 
planning a larger, permanent institution 
the north for this purpose. But, says c 
official, they are still trying to work out 
operational methods and goals. They 
not want it to turn into a leper colony. 

This will not solve all the probler 
Many people hope Buddhist monaster 
will open their doors to the seriously 
There is talk of developing Buddhist h 
pices for AIDS patients. Yet some monks ; 
opposed. They do not want to see th 
monasteries turned into dumping groun 
for society's unsolved problems and war 
for the dying. 


for 


ee 
by rtv by 2000 at the present rate of ection; and 
by 220, some 130-160,000 people will die from AIDS. - 

Most obvious are the direct costs of AIDS. What the study 


ditures are already substantial — blood 


testing, education and prevention programmes, HIV testing by 
selected groups, and health-care worker training. Last year, for 
example, HIV testing of individuals and the medical system's 
blood supplies cost nearly US$2 million. US$20 million was 
spent on government education campaigns. 

Many of these costs were covered by donations — interna- 





amily-planning minister turns his talents to AIDS 





The Thai minister has his au- 
dience hooked. “Look at all 
those beautiful girls there,” 
the minister says, pointing to 
a group of teenage Thai 
dancers in traditional garb. 
And that one on the left — isn't she just 
tunning?” he asks. The assembled group 
if middle-aged Western men gaze approv- 
agly. Then, with a showman’s sense of 
iming, he delivers the punchline. “Just 
hink: chances are that in 10 years she will 
ie dead from AIDS.” 

The minister is Mechai Viravaidhya, 
amed for leading a successful family- 
anning campaign throughout Thailand 
ind now de facto head of the campaign 
gainst AIDS. His methods are controver- 
ial: he is persistent to the point of being 
bnoxious, and he injects his AIDS message 
nto every conversation. Dining at an 
ipmarket Italian restaurant, for instance, 
Aechai lectures the staff about AIDS for 10 
ninutes before sitting down to eat. 

He is on a crusade to awaken Thailand 
o the crisis of AIDS. While there are dozens 
ff unsung heroes at grassroots level, from 
nedical doctors to civic volunteers, Mechai 
as been the standard-bearer for bringing 
\IDS out in open in the media and in the 
op levels of government. 

What Mechai's campaign has accom- 
;ished is virtually unparalleled: AIDS ex- 
erts in the World Health Organisation 
iay Thailand is among the most progres- 
ive countries in the world in terms of how 
t is facing up to the AIDS problem. AIDS is 
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has gone 


the HIV-infected stage and has begun to fall ill 
. will range from US$615 to US$1,015 (low-to-high estimates), or 


Pumping up condoms 


now discussed in grade schools, factories 
and government seminars, while the pub- 
lic is bombarded with messages and in- 
formation on television and radio. If the 
growth in condom use or the understand- 
ing of AIDS among school children is any 
evidence, Mechai's message is getting 
through. 

Mechai draws on the experience and 
organisation of his Population and Com- 
munity Development Association's (PDA) 
successful family planning programme for 
his campaign: a mixture of fun and folksy 
chats with villagers dealing plainly with 
touchy issues of the home, sex and marital 
relations. Mechai is famous for blowing up 
condoms in public and making a public 
fair out of free vasectomy services. 





Mechai on the campaign trail. 
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Few people can combine a market 
man's panache with a grandfatherly t 
derness quite like the balding 50-year- 
minister can, as he sends bar-girls or 1 
tory workers into fits of giggles as tl 
inflate condoms and take grade-sch 
quizzes on AIDS facts before going off 
work. 

His approach has worked. Mechai 2 
PDA staff, along with workers from ot 
social organisations, give lectures where 
people will have them — in broth 
nightclubs, factories and schools. The g 
eral approach is soft, though no one : 
scures the message that if you get AIDS, y 
die. 

For the country's elite businessmen e 
bureaucrats, Mechai switches gear. 
buttonholes, cajoles and threatens. As 
pushes the AIDS message in cabinet me 
ings and on golf courses, he is often gree 
with groans from even the best-educa 
Thais. But Mechai, an economist by tre 
ing, makes them listen, especially when 
cites facts from PDA's troubling study 
the economic impact of AIDS. 

And with the others, the police e 
politicians who are the slowest to deal w 
the issue, Mechai is just pushy. "Few p 
ple are brave enough to lecture police | 
Mechai," says one AIDS campaigner. 

Mechai himself counts the most imp 
tant break in the AIDS campaign © 
appointment of Anand Panyarachun 
prime minister last March. Anand quic 
took up the issue and accepted : 
chairmanship of the National AIDS Cc 
mittee (NAC). "If the prime minister liste 
no one is going to get in the way," Mec 
says. 

Anand mentions AIDS in most of 
public speeches, and Mechai credits Ané 
with coming up with the provocative | 
the two frequently use on the counti 
elite: “You better think about AIDS: y: 
son and daughter, and mine as well, 


tial 2 million children orphaned when their parents die of AIDS, 
and welfare for families whose main wa 


er dies. 


the equivalent of from one third S eae eres SINON ee 
Thai household income. This also represents 10 times 
amount families spend on health care every 


The study is conservative: eae vey mr aio 
the 540-650,000 expected full-blown AIDS cases over the next 
decade will seek treatment, and it substantially discounts real 
treatment costs. Yet the study estimates that aggregate treat- 
ment costs will be US$61-167 million. If families cannot bear 
that burden, it will likely end up on the government budget. 


The Health Ministry's total 1992 budget i is US$14 per capita. 
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The indirect costs are harder to assess: the loss of the poten- 
tial contribution to society and the economy by individuals 
dying from AIDS. In Thailand, most future AIDS victims will be 
urban-based adults in their prime working years. 

The total projected economic loss is enormous. The average 
productivity loss of a worker dying at 25 adds up to nearly 
US$22,000. The cumulative loss to the economy of 470-560,000 
AIDS deaths in 1991-2000 is US$7.3-8.5 billion. 

Companies will also be hit. AIDS-stricken employees will be 
absent frequently; training costs will rise to replace those who 
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Experience to treasur 
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low could one ever forget one's first snow? Especially if you come from a place where 
t never falls... 

This NEC semiconductor production specialist and his wife had never seen snow until 
ney came to Japan from Singapore. When they return, they'll be taking back something 
lore permanent than snowballs. They'll be carrying a lasting wealth of experience and 
now-how to help NEC Electronics Singapore Pte. Ltd. make better products. 

NEC brings some 1,600 people like this couple to Japan every vear in order to make 





MAKING. MEMORY. 


Producing state-of-the-art RAM chips in Singapore 





Memory —the stuff that computers are made of. Advanced memory chips are the brain power 
of today's computers. Like this one-megabyte RAM (Random Access Memory) device, fot 
example. It can store up to one million bits of information. That's about 150 times the amount 
of text on this page — all on a silicon chip smaller than your fingerprint. 

But making memory isn't easy. It’s one of the most technologically demanding challenges 
in electronics. That's why NEC provides our affiliates around the world with the best training, 
technologv and eauipment we've got. Global production of key technologies is exemplifiec 
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ying to get AIDS, even if we start cam- 
ugning right now." 

By putting the Anand-led NAC at the 
ip of the AIDS programme, rather than 
acing it under the Ministry of Public 
ealth, it was possible to allocate sep- 
ate funds for research, free condom 
stribution and AIDS training in every 
inistry. The programme has a US$21 
illion budget. It also ensures that the 
lice and army, often content to go their 
«vn way on public issues, sit up and 
ten. 

Mechai has also made full use of his 
ypointment as minister in charge of the 
vernment's Public Relations Department 
force the national radio and television 
oadcasting networks to run messages on 
DS every 30 minutes. PDA has arranged 
r the advertising giant Saatchi and 
atchi to produce, for no charge, slick 
iblic service messages. 

The minister, though, has his critics. In 
e early days of his campaign, Mechai 
lied on scare tactics; one early message 
as: "If you do not use a condom you 
uld die." Many people think such tactics 
1 to another problem — stigmatising 
ose infected with HIV virus. 

Hence, getting the message out with a 
ft touch has become the byword for the 
mpaign. The new slogan adopted by the 
C and Health Ministry is “living with 
3S.” PDA's contribution to this campaign 
a travelling HIV team. Five people in- 
‘ted with HIV have been encouraged to 
pear in public, to show how easy it can 

to become infected and to prove they 
? not a threat to anyone. 

Some say PDA is exhibiting the five like 
cus freaks. Yet one critic acknowledged 
it when two from the team appeared on 
? nation's top television talk show, Si 
oom Square, the programme probably 
d more impact than any single moment 
the entire AIDS campaign. On television, 
> two told of wanting to commit suicide 
ven they first discovered they were in- 
ted, of being cast out by friends and 
nily, and of being later convinced they 
d no reason to give up. 

Mechai is cautiously optimistic about 
^ campaign, pointing to evidence that 
adom usage is on the rise, which will 
iw the transmission of HIV. Understand- 
z of the problem is widespread. The next 
p is to take care of all the people in- 
ted. 

One concern is that government sup- 
rt for the campaign will wane when 
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Thailand wary of imported AIDS testing 


Under the microscope 


Foreign firms and medical 
agencies are eyeing Thailand 
as a testing ground for their 
prototype AIDS vaccines. 
While the Thai Government 
is cautiously receptive, some 
Thais object to the idea of their compatriots 
serving as guinea pigs for the West. That is 
partly the result of officialdom's minimal 
attempts to explain the proposed tests. It 
also stems from a number of deaths which 
resulted from AIDS vaccine tests last year in 
France. 

But allowing the tests to go ahead could 
result in substantial benefits for Thailand, 
such as early access to a proven vaccine at 
discount prices. Technology, equipment 
and training spinoffs from participating in 
the tests could also be substantial. 

The only concrete test proposal comes 
from the US Army's Armed Forces Re- 
search Institute of Medical Science 
(Afrims). In the US, Afrims com- 
monly works with the private sec- 
tor in joint medical research. It also 
has a long-established office in 
Bangkok, with 26 personnel study- 
ing various aspects of tropical 
medicine in conjunction with the 
Royal Thai Army. 

Late last year, Afrims proposed 
to test MicroGeneSys Corp's GP160 
prototype vaccine in Thailand in 
cooperation with the Thai army. A 
well-informed official said the pro- 
posed tests would match tests with 
GP160 already performed in the 
US. 

Those tests subjected a small 
number of humans to the vaccine 
to see if it produces a response from 
the immune system, and checked 
for unwanted side effects. In HIV- 
positive people, the response was 
promising: the immune system was 
shored up without apparent side 
effects. 

In uninfected people, the re- 
sponse was less impressive. There 
was an immune response but it quickly 
disappeared. That could be a matter of 
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— 
Thai AIDS patient: fertile testing ground. 


up an agreement for the tests, which cot 
be signed by March. The testing peri 
would probably last one year. 

If successful, it would take at least fc 
years of broader tests before the vacci 
could be approved for general use. Ev 
then, a Thai-specific vaccine would pi 
bably have to be created for local strains 
HIV. 

A still tentative proposal is also apr 
rently being drawn up by the US Cente 
for Disease Control in Atlanta, Georg 
Their test would be conducted with t 
Thai Ministry of Public Health and t 
World Health Organisation (WHO). Ho 
ever, the Atlanta Centers have yet 
choose one of the 12 candidate vaccin 
which, like MicroGeneSys' GP160, ha 
already gone through the first stages 
human testing. When it does — a review 
scheduled for April — it will likely propo 





to perform the second stage of tests 
Thailand, involving 500 subjects. 


[Ru ——O ——————— n an 


sults will be easier, as will developing a 
'ai-specific vaccine. 

Secondly, Thailand has a well-orga- 
sed public-health infrastructure, with ad- 
nced facilities and well-trained medical 
rsonnel. For these reasons, WHO included 
iailand among four developing countries 
recommends as ideal testing areas. (The 
hers are Uganda, Rwanda and Brazil.) 

But the Thai Government sits uncom- 
rtably with the idea. They have retained 
HO as a consultant to review the facts on 
e vaccines and testing specifics. A WHO 
am will arrive to face the National AIDS 
ommittee (NAC) in early February. 

The generally secretive planning and 
'aluation of the vaccine programmes — 
any Thai medical personnel involved in 
zhting AIDS do not know what the 
iccines are for — has contributed to the 
idespread public concern over the pro- 
ammes. 

One main worry is that the test vaccines 
wuld give people AIDS. Years ago many 
iccines involved using the actual virus, 
id ultimately some people were made ill 
z the vaccine. With GP160, that is un- 
<ely. The vaccine involves removing and 
producing, through genetic engineering 
iethods, only a small protein segment 
om the HIV virus, so that the person re- 
jving the vaccine will not be exposed to 
ie active HIV virus. 

Most of the 11 other prototype viruses 
ready at the first human testing stage are 
ised on the same principle. Nevertheless, 
ter being injected with the vaccine, those 
ibjects who did not have HIV will in fu- 
ire test HIV-positive. Some worry that 
iese people could suffer socially from the 
eneral stigmatisation of being infected 
ith HIV. There is also worry that though 
ie test vaccines do not show immediate 
egative side effects, there might be some 
ı the long term. Critics cite the drug in- 
ustry’s mixed record on thorough human 
sting of new products. 

Another line of concern is the involve- 
vent of the Thai army, which has verbally 
pproved the Afrims project. Many people 
istrust the secretiveness of the Thai army, 
nd feel that test "volunteers" might not 
e true volunteers, but soldiers ordered to 
articipate without knowing the risks. For 

s part, Afrims now says that tests will be 
one now on both military and non-mili- 
ry subjects. Early proposals had sug- 
ested only military personnel would be 
wolved. 

The Thai military is also known for its 
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Hard landing in the promised lanc 


Asian Americans: An Interpretive History 
by Sucheng Chan. Twayne Publishers, Boston. 
LIS$11.95. 


Asian Americans are now the fastest 
growing segment of the US population. But 
they are a relatively new phenomenon in 
the US political arena, and it is not clear 
how many Asians in America are card- 
carrying members of the new club. 

It is clear that US immigration laws, 
university admission quotas and racially 
motivated violence are prompting Asians 
to abandon their respective national iden- 
tities in favour of the new collective moni- 
ker. 

Trying to define this new phenomenon, 
Sucheng Chan has produced a collage that 
pastes often dissimilar histories together in 
search of common threads. But what com- 
monalities link Sikh farmers in California 
to Japanese-born soldiers who fought for 
the US in World War II to the boat people 
of Vietnam, Cambodia and Laos? 

Various degrees of Western in- 
trusion and à common desire for 
wealth, primarily. In the early days, 
Chinese were lured by the Gold 
Rush; for Japanese, Koreans and 
Filipinos, it was the dream of a 
six-fold wage increase cutting sugar 
cane in Hawaii. After word got 
around, the immigrant tide of con- 
tract labour became self-sustaining 
and deceptive recruitment was no 
longer necessary. 

Later, they were bound by 
physical abuse. No doubt word fil- 
tered back of the savage beatings, 
lynchings, arson and murder, but 
still they came. 

Economic exploitation was an- 
other common thread. As the slave 
trade waned, Asians were coerced 
into the international labour circuit 
by white planters and railroad 
companies, who cared little whence their 
labour came, so long as it came cheap. 
When the slaves were freed in 1865, for 
instance, Asians picked up some of the 
slack, under similar working conditions 
and the same cultural hierarchy. When 
Japanese cane workers in Hawaii struck for 
better wages, the plantation owners 
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get short shrift, owing to their late arriv 
and the lack of existing research. 

The barriers sprang up quickly to ir 
pede each group's progress, beginnit 
with the Foreign Miners Tax in the 185 
and followed by ordinances to curb tl 
spread of laundries, outright exclusi 
laws, dubious quarantines, segregate 
schools and alien land laws. Not surpri 
ingly, much of the worst discriminatic 
occurred in times of economic upheavi 
when whites used Asians as scapegoats f 
their own problems. 

There are maddening hypocrisi 
throughout the tale. After Pearl Harbor, 1 
Japanese were removed to internme 
camps from Hawaii, despite its demo 
strated vulnerability, because the disru 
tion to the island’s economy would ha 
been too great. Later, needing manpow: 
a suddenly solicitous executive branch he 
mass naturalisation ceremonies for tho 
sands of Asians just prior to their ma 
induction into the army. 


Cambodian-Americans: home sweet (and sour) hon 


Various survival techniques help 
these Asians become Americans: the - 
panese quickly adopted Western attire a 
social habits to make themselves less cc 
spicuous; the Chinese deftly used halx 
corpus statutes to press for equal justice 

But this was not enough. To gain t 
right to vote, to farm, to open a launc 









al identities; organisations which even- 
tually became vehicles for political expres- 
sion. 

. Chan's work is a staggering compen- 
dium of detail, but the facts often dangle, 
segging to be connected. In preparing this 
‘east of data, she has given too little atten- 
jon to the main course: the illustration of 
'ommonalities in the immigration experi- 
nce of culturally diverse Asians. 

Her generally strident tone sometimes 
jlurs her diligent scholarship, and she risks 
loing harm to her cause with hyperbolic, 
nflammatory references to "the long his- 
ory of exclusionary sentiments that most 
Americans have harboured towards 
Asians." 

This is just one of Chan's many off-the- 
uff suggestions that America is racist to 
ts very core. She rightly excoriates the 
owardice of the American judiciary and 
he fickleness of public opinion, and does 
vell in pointing out when and how 
xmerica and Americans failed to live up to 
heir stated ideals in their reception of 
\sians. But she also fails to give America 
redit where credit is due. | 

In fact, no country can boast such ethnic 
lurality, or claim to have dramatically 
nproved the lot of so many diverse peo- 
les who have reached its shores. 

Moreover, Chan maintains a rather 
implistic view that all Asians are victims 
nd all whites are oppressors, ignoring the 
onsiderable inter-Asian exploitation and 
uding that continues to this day. One 
opes that future histories will be equally 
Yorough, but more balanced. 

j m Michael Duckworth 





"riendly trading 


hina, Britain and Business: Political 
id Commercial Relations, 1949-57 

z. Wenguang Shao. Macmillan, London. 
50 (LIS$90). 
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Early in 1950 Britain became the first 
lestern power to recognise the People's 
epublic of China. Yet diplomatic relations 
tween them were not immediately es- 
blished. A British mission was maintain- 
i in Peking throughout the 1950s and 
60s, but it was not until 1972 that an 
;reement was reached to raise the level of 
ieir diplomatic relations to the ambassa- 
drial level. 


T nnrnn's clacician ta racnanion tha war 


vhich would help wean the Chinese 
communists from the Moscow leadership. 

China, Britain and Businessmen focuses 
on the commercial aspect of the bilateral 
relationship which Wenguang Shao views 
as “a process of interaction between politics 
and business, between governments and 
businessmen, between ideology and com- 
mon sense.” That process began on the eve 
of the communist takeover after the British 
position in China had been greatly weak- 
ened by the ending in 1943 of the century- 
old treaty regime. The British business 
community desired to stay put for as long 
as they could. But as events unfolded, 
which saw the Amethyst incident and the 
PRC “leaning to one side,” they were 
forced to beat a retreat. What remained of 
their position was rendered totally unten- 
able by the outbreak of 
the Korean War. Sino- 
British negotiations on 
the question of diplo- 
matic relations floun- 
dered on a number of is- 
sues, including the requi- 
sition of a Chinese oil 
tanker in the South China 
Sea and 70 Chinese air- 
craft in Hongkong, which 
immediately led to Chi- 
nese retaliations. 

Even before the Ko- 
rean War broke out, trade 
restrictions had been im- 
posed on the PRC by the 
West through the Con- 
sultative Group and its 
Coordinating Committee, 
consisting of representa- 
tives from the US Government and the 
Organisation of European Economic Co- 
operation. As China entered the war con- 
trol was tightened. In September 1952 the 
Consultative Group set up the China Com- 
mittee to oversee the China lists which 
were wider than those for the Soviet Union 
and the Eastern European bloc, hence the 
“China Differential” in respect of strategic 
goods. Meanwhile, many British banks and 
businesses in China were forced to close. 

But the embargoes, argues Shao, were 
never wholly effective, as China could buy 
from her allies and friends goods not on 
the Soviet and Eastern European bloc lists. 
Moreover, the Chinese expressed a strong 
desire at the International Economic Con- 
ference held in Moscow in 1952 to trade 
with the West. This struck a responsive 
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men associated with it was that they v 
newcomers in the China trade and v 
regarded by the British Governmen 
communists. The Chinese liked to do b 
ness with them. But Whitehall would F 
preferred to promote trade through 
“Old: China Hands." 

The Korean armistice and the Gen 
Conference of 1954 eased tensions betw 
East and West, which in turn contribu 
to a gradual scaling down of Britain's tr 
embargo on China. The Geneva trade ti 
between the two countries led to busir 
visits in both directions in 1954-55 and 1 
mately to the removal of the “China Di 
rential” and a significant modificatior 
the embargo in 1956-57. 

Shao argues that the improvement 
Sino-British trade did not result in an 
grading of the political relationship. If 
Chinese had thought t 
they could drive a we 
between the US and | 
tain by means of tra 
they were disappoint 
Shao concludes that p 
tics and trade remair 
separate issues in Si 
British relations. , 
though breaking ra: 
with the US by abolish 
the “China Differenti: 
Britain continued to | 
low US China policy 
the next decade or mo 

China, Britain and Bi 
nessmen has grown out 
an Oxford PhD thes 
The author has benefit 
from the 30-year n 
governing access to o 
cial British archives which few earl 
works had consulted. Indeed, Shao | 
drawn on an impressive range of Brit 
and Chinese sources, and throughout | 
work maintains reasonable objectivity. 

The book, however, suffers from an 
row scope which limits the likely read 
ship. While light is shed on the intricac 
of Sino-British relations, it is a pity that | 
study is not located in a broader inten 
tional framework within which, for exa 
ple, a more rigorous analysis of gre 
power diplomacy over the question of r 
ognition, the trade embargoes and a hi 
of other related issues could be made. T 
book could have benefited from a furtl 
discussion of the "special relationship" 1 
tween London and Washington whi 
Shao takes for granted, of British put 
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OPEN COMPETITION 


for 3000 word essays in international economics and finance 


WINNERS 


from 22 countries in the first 5 years 


US $56,000 in awards including the US $25,000 First Prize 


INDEPENDENT JURY 
», Karl Otto Pahl, Toyoo Gyohten, Lord Roll of Ipsden, 
Rudiger Dornbusch, John Flemming, Rupert Pennant-Rea, 
Bruce MacLaury, Kevin Pakenham, Richard O'Brien. 


E UIS 


DEADLINE FOR 
SUBMISSION OF ESSAYS 


June Ist 1992 
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AVIATION 


Manila business families pay premium to secure control of PAL 


Carrier of the clans 





3y Rigoberto Tiglao in Manila 


ith only five months left be- 

fore its term ends, the Aquino 

administration has pulled off 

the biggest privatisation of a 
tate-controlled business in the country's 
ustory. In a sealed-bid auction held on 30 
anuary, an investors' consortium headed 
xy two powerful business clans placed a 
vinning bid of P9.78 billion (US$369.7 mil- 
ion) for 67% of the equity in flag-carrier 
*hilippine Airlines Inc. (PAL). 

The successful offer was 159; higher 
han the so-called "hurdle price" of P8.46 
illion (the minimum price threshold) set 
'y a three-man committee and disclosed 
nly minutes before the bids were opened. 
‘he next highest bid, by an investment arm 
£ Philippine Commercial & International 
tank, was 7% shy of the successful tender 
t P9.11 billion. 

The size of the two largest bids sur- 
rised Manila's business community and 
lated government officials. Even official 
aluations had calculated a 67% stake in 
AL as being worth no more than P6.69 bil- 
on. 

Although the winning consortium led 
y AB Capital & Investment Corp. and 
iank of Commerce listed 12 member firms 
nd individuals, at its core lie two of Ma- 
ila's most redoubtable business families, 
1e Sorianos and the Cojuangcos. Accord- 
ig to REVIEW sources, the families sig- 
alled to AB Capital that the purchase of 
AL was a priority and they were prepared 
) pay the necessary premium to ensure it 
all into their hands. 

The airline and its near-mo- 
opoly position has obvious attrac- 
ons for the two clans, now headed 
y a generation of patriarchs in their 
arly 40s. Both families have built 
1eir wealth out of being near-mo- 
opoly suppliers, the former in beer 
nd the latter in telecommunica- 
ons. As their grip on these cash 
ows has become increasingly under 
reat, the two groups have been 








have a sentimental reason for their interest 
in PAL; the family controlled it in the late 
1960s.) 

The Cojuangcos — a separate part of 
the clan from Eduardo Cojuangco — have 
had effective management control of Phi- 
lippine Long Distance Telephone Co. 
(PLDT) since 1986 through their 44% hold- 
ing in Philippine Telecommunications In- 
vestment Corp. (PTIC), the biggest single 
stockholder in PLDT. But the largest stake 
in PTIC, at 46%, is held by Prime Holdings 
Inc. which remains under government se- 
questration. 

Two firms controlled by the Sorianos 
are members of the consortium: their 
holding firm A. Soriano Corp. and Inter- 
national Container Terminal Services Inc. 
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(1cTs!), the monopoly which operates ^ 
nila’s international container port. 
Capital itself is a subsidiary of AsianB: 
Corp., owned 2796 by Soriano intere 
The Bank of Commerce, the consortiu 
other lead bank, is controlled by Anto 
Cojuangco, president of PLDT and cousir 
President Aquino. 

The AB Capital grouping faced its m 
serious opposition in the auction from 
alliance between conglomerate chiefta 
John Gokongwei and Eugenio Lopez, w 
mounted their bid through the Philipp 
Commercial & International Bank. 1 
Lopez-Gokongwei group and the Soria: 
had already fought a privatisation battle 
1987, over ICTSI. The Sorianos, with pc 
handling veteran Enrique Razon in 
, camp, also won that bidding. 
$ third bid for PAL of P7 billion 
€ UPB Capital fell below the mi 

mum threshold.) 

Under the terms of the PAL a 
tion, the government prescribe 
minimum cash bid of P4 billion. 1 
residue of the offer could be m: 
up either by cash or by the surr 
der of debt papers, computed at 
US cents to the US$1 face value 





llion of PAL's US$512 million in foreign 
rrowings assumed by the central bank 

] October 1991. 

The PAL purchase is hardly a bargain- 
sement acquisition for the successful 
asortium. The P9.7 billion winning offer 
close to estimates by both PAL manage- 
ənt and the cabinet-level Committee on 
ivatisation of the carrier's entire worth, 
th the former evaluating it at P9.48 bil- 
n and the latter at P9.99 billion. 

In effect, however, the winning consor- 
m will have complete managerial con- 
il, despite government interests holding 
2 remaining 33% of the equity. Such 
ntrol is important in the Philippines as 
mers have tended to generate profits out 
a company's operations, for instance by 
*tating its materials requirement rather 
an out of corporate dividends. 

More crucial, however, in the estima- 
ms of PAL's worth to investors is a com- 
rison between the firm's net income 
'eam and the return on capital offered by 
3s risky investments such as Treasury 
ls. The privatisation committee assumed 
23% discount rate based on T-bill yields 
st year which, according to Finance Sec- 
tary Jesus Estanislao, represented a 
inimal premium over the average 22% 
eld on the paper in 1991. 

But this rate reflects a Philippine 
onomy at one of its worst periods. If a 
w government succeeds in balancing the 
idget and reducing the inflation rate, the 
st of capital could move down to below 
4, roughly the pre-1983 rates (before the 
litical and economic crises broke out). 
1is would make the returns from the PAL 
vestment look much more appetising. 

In rebutting accusations that PAL had 
en sold too cheaply, Estanislao pointed 
it that the airline industry has been 
ghly volatile, with many international 
riers posting record losses in 1991. PAL 
turned to profitability in the first nine 
ionths of the financial year that began in 
pril 1991, with net income of P1 billion 
1 turnover of P21.5 billion, but that was 
rgely due to factors outside its control 
ich as peso devaluation and lower fuel 
»sts, said Estanislao. In the year ending 
larch 1991, the carrier made a loss of P2 
Ilion on turnover of P18.5 billion. 

The new PAL owners will have to 
mtend with two major factors: the need 
» substantial capital investments, and 
Ye government's reluctance to raise do- 
Yestic fares for fear of the political conse- 
uences. 


COMPANIES 


South Korean steel firm looks to rebound 


Sammis lost lustre 








By Carl Goldstein in Seoul 
outh Korean specialty steel maker 
Sammi Steel appeared to be making 
all the right moves. The company 
doubled domestic capacity and acquired 
two North American steel companies. But 
it borrowed heavily to pay for this expan- 
sion, and interest charges are now sapping 
profit. 

Three years ago, Sammi paid US$220 
million for the two North American steel 
companies: Atlas Steel in Canada and AL 
Tech Specialty Steel in the US. Still the 
largest overseas acquisition by a South 
Korean company, the move secured access 
to the protected US market and gained a 
source of cheap raw materials for Sammi's 
domestic operations. 

In South Korea, Sammi invested Won 
280 billion (US$365 million) in the past 
three years to install 
state-of-the-art electric 
furnaces and rolling 
mills. The programme 
lifted capacity for spe- 
cialty steel bars to 
750,000 tonnes in 1991 
from 240,000 tonnes in 
1988. The bars are used 
to make automobile 
axles and other parts, as 
well as machine tools 
and engineering equip- 
ment. 

But the company's 
total debt has expanded 
85% since the end of 
1989, pushing its debt- 
to-equity ratio to more than 2:1 from less 
than 1:1. A foreign broker says he suspects 
that some of the debt was incurred to pay 
for loss-sustaining operations at other 
Sammi Group companies, which include 
steel and timber trading concerns, and de- 
partment stores. 

Sammi director Chang Dong Ik denies 
this, but he acknowledges that the com- 
pany's debt has become a problem. "Our 
rate of operating income is rising as a result 
of our new economies of scale,” he says, 














billion in 1991, an 18% increase from a yea 
earlier. But net income is expected to fa 
47% to Won 2.4 billion. 

The sharp drop in profitability ur 
doubtedly contributed to stockmarket rt 
mours in December that Sammi was i 
serious financial trouble. As its share pric 
dropped, the company called an urger 
meeting with brokers to demonstrate ii 
underlying health. It also sent letters t 
brokers denying any cash-flow problems 

Sammi no longer seems to be the da 
ling of foreign brokers. Several hav 
slapped "avoid" recommendations on tk 
counter. Nor are South Korean investo) 
interested. The share price recovered for 
few days in mid-December, but it has falle 
29% from the beginning of December to £ 
January, while the market itself gaine 
4.5%. 

Looking beyond Sammi's bleak shor 


Sammi’s prospects should improve 





term prospects, however, reveals a deci 
edly better picture. The company remai: 
the largest domestic producer of special 
steel in value terms even after the ent 
into the market by state-owned gia 
Pohang Iron & Steel (Posco) and Inch: 
Iron & Steel. Specialty steel is forged to gi 
it greater tensile strength, and is used 
manufacture the moving parts of vario 
kinds of equipment. 

One key to Sammi's ability to rever 
its earning slide will be how quickly ma 
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ic prospects look good, given stronger- 
han-expected demand in the local auto- 
nobile and machinery markets. 

The South Korean steel market's out- 
ook appears considerably brighter than 
hose of the international steel industry. 
[he Korea Institute for Economics & Tech- 
ology says the industry's expected pro- 
luction growth rate of 5.7% a year through 
995 should be well supported by strong 
lomestic demand from the automobile, 
hipbuilding and construction industries. 

The picture looks better for specialty 
teels. The Korea Iron and Steel Associa- 
ion estimates that demand will continue 
o outstrip supply through 1993. More 
rounds for optimism can be found in the 
act that the production ratio of specialty 
teel to crude steel in South Korea is only 
1%. The corresponding figures for Japan 
nd the US are 18% and 12.6%, according 
9 the Japan Iron & Steel Association. This 
vould appear to demonstrate considerable 
oom for growth in South Korea. 

Sammi's North American acquisition is 
tarting to yield results as well. Chang says 
1e company originally thought of build- 
ig its own hot-rolling mill to produce 
tainless steel coil. This would have cost 
ome US$500 million for a facility with a 
00,000 tonne-a-year capacity. 

Instead, Sammi acquired the North 
american steel companies for only US$220 
uillion. Atlas Specialty Steel, in Ontario, is 
1e largest integrated manufacturer of 
pecialty steel-bar products in North 
merica, while Atlas Stainless Steel, in 
'uebec, is the only producer of flat-rolled 
ainless steel products in Canada. AL Tech 
pecialty Steel, located in upstate New 
ork, is a large producer of steel bars. The 
wee mills together have a capacity of 
vout 500,000 tonnes a year, though utili- 
ition rates are far lower. 

Since the acquisition, the output at At- 
s Stainless Steel has been raised to 100,000 
mnes a year in 1991 from 65,000 tonnes 
vo years earlier without significant new 
ivestment. Sammi plans to increase pro- 
uction to 330,000 tonnes within the next 
ree years. 

Meanwhile, Atlas Steel is already pro- 
ding Sammi with more than 25% of its 
30,000-tonne yearly requirement of hot- 
led coils. The materials imported from 
3 Canadian subsidiary cost 5% less than 
tose bought domestically or imported 
om Japan, despite the higher shipping 
sts, according to Chang. 

The remainder of the output from this 


TELECOMMUNICATIONS 


State monopoly circumvents US embargo 


Party lines 


By Murray Hiebert in Hanoi 
V nopoly is developing its domestic 
network despite the continuing US 
embargo. With communication links pro- 
vided by the world's major suppliers, the 
monopoly is generating millions of dollars 
in profit as the Vietnamese diaspora 
phones home. 

The Directorate General of Posts and 
Telecommunications (DGPT) is deploying 
these annual hard-currency profits, esti- 
mated at US$15-20 million, and additional 
foreign aid and loans to upgrade its do- 
mestic network. In the past five years, DGPT 
has overhauled its telephone transmission 
facilities and installed digital telephone 
switching equipment. It is now construct- 
ing a microwave network linking Hanoi 
and Ho Chi Minh City. 

Further, work is scheduled to begin 
within the next three months to run the 





ietnam's telecommunications mo- 


d Ei 
Cashing in on phoning home. 


first fibre-optic cable between the two ci- 
ties. Future expansion and earnings growth 
appear assured, thank to joint-venture and 
sweetheart deals with telecommunications 
companies from Australia, France, Italy, 
Germany and South Korea. 

“All the main strategic elements of a 
telecommunications infrastructure will be 
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turned to Western companies to estab 
those links, which have generated h 
currency as Vietnamese call home. 

DGPT first tried to buy a medium-si: 
earth station from NEC in the mid-19 
but the Japanese Government vetoed 
deal pending settlement of the Cambo 
conflict. In 1987, however, Overseas Ti 
communications International (OTC!) 
Australia offered to install for free a sn 
Vista earth station in Ho Chi Minh C 
This linked Vietnam to the outside wo 
via the Intelsat system. 

To the surprise of both the Austral 
and Vietnamese partners, OTCI recovej 
its costs of US$700,000 within the first y« 
OTCI then installed two larger satellite ea 
stations in both Hanoi and Ho Chi Mi 
City. These link-ups increased internatio 
phone traffic from Vietnam to 14 milli 
minutes in 1991, a 1,700% increase si: 
1987, says David Wicks, OTCI’s Vietni 
representative. He anticipates anotl 
100% increase in 1992. 

Potential profits quickly attracted otl 
Western firms. Over the past two yee 
DGPT has invested US$60 million to n 
dernise the country's domestic netwo 
says Truc. Roughly half the funds cai 
from the company's earnings from ov 
seas calls, but the rest was provided maii 
by OTCI, the French Government and loz 
from suppliers. 

Alcatel, the French telecommunicatic 
company, installed two new digi 
switching systems in Hanoi, expanding | 
number of phone-lines in the capital 
27,000. Alcatel and Siemens of Germa 
have also added two new switching s 
tems in Ho Chi Minh City, boosting | 
city's capacity to 45,000 lines. 

In comparison, at the end of the Vi 
nam War in 1975 southern Vietnam h 
about 39,000 phone-lines, and the no: 
about 20,000. DGPT aims to expand t 
number of phone-lines to 1.5 million by t 
turn of the century, up from 200,000 lir 
at the end of 1991, says Truc. 

These new systems have introduc 
facsimile and international direct-dial s 
vices to Vietnam. Data-packet switchi 
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Stunning performance 
seldom comes 





with a guarantee. 


Seldom indeed. Which is why the new 
Athena. Guaranteed. Financials Fund, the 
latest fund to be launched by E.D.& F. Man, 
is well worth a closer look. 

Its combination of exciting potential 
growth and reassuring guaranteed return 
of capital and income is an act that few 
can manage. 


|, You receive a guarantee that at 


"least your initial investment will be © 
secured at the maturity date of the Fund 


in 1999. 


| You get the opportunity to benefit - . PEE LA 
- from the exceptional capital growth |. 


be in trading a portfolio of inter- 


national financial futures and forwards eS 
markets, advised by Adam, Harding go 


Lueck. 


You have the option to take. a 
I 
guaranteed annual income of up to 


4% of your initial investment (you decide 
how much), whilst still benefiting. from 
capital growth. potential. : 


The guarantee is provided by ABN 
AMRO Bank. One of Europes largest 
banks. 


Adam, Harding & Lueck (AHL) is one of 
the largest commodity trading advisors in 
the world, with US $200 million under 
advice, They specialise in using 
sophisticated computer models to evaluate 
investment strategies within the highly 
active financial futures markets. 


—. — — —— — —— —— — — — — — — — — — 





And their success can be measured in the 
performance of the funds they advise - 


23.4% composite compound annual return 


between Ist Sept. 1983 and Ist Nov. 1991. 


SOURCE: MICROPAL 
op SEPT 783» L NOY CO +23, " 
— "rear | 15.4% | 
113.895 14.55 ^| be 
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PW a "ud [om in — 


"investment products, with approximately 


$1 billion under advice. 


How to invest — 
Athena Guaranteed Financials Units | 
are on offer for a limited period, 
from January 10th until March 6th _ 
1992. The minimum investment for the 
Guaranteed Capital Units, is $10,000 ~ or 
$30,000 if you take the Guaranteed Income 
Units. If you would like more information 
on how to benefit from AHLS trading 
strategies through the Athena Guaranteed 
Financials Fund please contact any of the. - 
offices below or return the coupon. | 


London: Michael Quenington. Tel: +44 (71) 626 3788 
New York: Annette Cazenave. Tel: +1 (212) 912 8714. - 
Bahrain: Magdi Elbadawi. Tel: +973 533288 
Hong — Anthony Hall. Tek 4852 521 2933 


— Misit —— —— — — — ——— — — — MM 


ATHENA GUARANTEED FINANCIALS LTD. 


To: Robin Creswell, International Sales Manager, E.D. & F. Man International Ltd., Sugar Quay, Lower 


Thames Street, London EC3R 6DU, England. 


Please send me more information, a prospectus and application form for the Athena Guaranteed Financials Fund. 
| note that the offer period is from {Oth Jan. to 6th Mar. 1992. 


Surni name 


es First Name 





Hilton International Bangkok 


provides 
executive 
travellers 
with 
sustenance 
and 
substance 


As one of Asia's leading hotels, 
Hilton International Bangkok 
understands that the frequent 

business traveller needs to keep 

in touch with what's going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 
on Asia. The 
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provinces in the north, and Ho Chi Minh 
City to most provinces in the Mekong 


, delta. Again, the company turned to the 


West; the equipment was assembled in Ho 
Chi Minh City under a joint venture with 
AWA, an Australian electronics company. 
Siemens is installing a larger, broad- 
band microwave system linking the coun- 
try's two largest cities with a capacity of 
140 megabits per second on 1,920 channels. 
The entire system is scheduled for com- 
pletion by mid-1993, according to Nguyen 
Ngo Hong, director of the DGPT's techni- 


| cal-economics information department. 


To further expand the north-south net- 
work, Marconi-Pirelli of Italy in 1990 won 
a US$20 million contract to lay a fibre-optic 
backbone from Hanoi to Ho Chi Minh 
City. The key to securing this deal was a 


, US$140 million aid and loan package from 


the Italian Government. 

Work on the project has been delayed 
because Italy — as a member of the IMF — 
is barred from granting soft loans to Viet- 
nam. Hanoi is some US$140 million in de- 


. fault to the IMF. But Truc says work is 


scheduled to begin within two months and 


to be completed by early 1993. 

With this expanded domestic telecc 
munications network, Wicks of OTCI e 
mates that traffic with the US will prov 
up to 30% of DGPT's income — once the 
embargo is lifted. Truc says DGPT has 
ready signed service agreements with 
three main US carriers, AT&T, MCI and 
Sprint Communications Co. Ltd. 

AT&T, citing a growing black market 
phone services between the US and V 
nam, last year appealed to Washington 
lift its ban on communications links 
tween the two countries. Unlicensed co 
panies are currently circumventing the 
embargo by providing phone lir 
through third countries, including Cana: 
France, Australia and Hongkong. 

AT&T has also asked the US Gove 
ment to allow the re-opening of dir 
phone links, with any money owed Vi 
nam to be deposited into a blocked escri 
account until the US ban is lifted. But T: 
insists Vietnam would reject this arran; 
ment if it were offered. “DGPT is a [x 
company," he says. "We need the mor 
to invest in our network." 





PROJECTS 


Grande 
designs 


Tiny Macau, where the big money is 
usually confined to the casinos and the 
racetrack, is suddenly bristling with 
million-dollar works contracts. A con- 
troversial facelift of the once-elegant 
Praia Grande waterfront is due to begin 
by mid-year, while construction of the 
Portuguese enclave's new airport is 
gathering pace. 

The waterfront reclamation, which 
has been under discussion for 10 years, 
will expand the city by 130 ha — a 
prospect that frightens both property 
developers and conservationists. A vast 
levee will be built to encompass two 
fresh-water lakes, a six-lane ring road 
and 1.8 million m? of land for shops, 
offices, hotels and housing. The price- 
tag on the eight-year project is Patacas 
14 billion (US$1.6 billion), or about 
twice the cost of the airport. 

A private consortium, Nam Van Co., 


^" «9 


Macau's gaming monopoly, Sociedade 
de Turismo e Diversoes de Macau, and 
Portugal's politically well-connected 
Interfina Group. Rounding out the 
group are several Chinese companies, 
such as China Harbour Construction & 
Engineering, Goodwill and Chin Hoi, 
and prominent Macanese businessmen 
such as developer Ng Fok and Tai Fung 
Bank chairman Edmund Ho. 

One challenge for Nam Van will be 
to release land from the project without 
wrecking Macau's property boom. 
Hongkong and Taiwan developers, 
who have rushed into the 17.5-km* en- 
cave in the past four years, have al- 
ready scaled back their building plans 
to avoid a glut. 

Conservationists have won promises 
of "green zones" and height limits to 
protect what remains of the 454-year- 
old colony's charm and architectural 
heritage. 

Macau's much-delayed airport 
project has also advanced nearer frui- 
tion. Officials of the Macau Airport 
Franchise Co. are close to signing a 
US$256 million contract for construction 
of the runway and taxiways, having 
signed a related deal on 18 January. 

The runway contract is expected to 





VIATION 


aiwan s McDonnell venture hits snags 


4 deal of trouble 


y Julian Baum in Taipei 
T aiwan's proposed US$2 billion 





tie-up with US aircraft maker 

McDonnell Douglas is facing bigger 
urdles than either side expected. A Janu- 
y deadline for confirmation of the deal 
as passed, and a 31 March target for 
ayment of Taipei's first instalment is 
kely to suffer the same fate. 

The main problem is that the complex 
zreement is taking longer to evaluate than 
nticipated. But it has also come in for 
arp criticism in Taiwan's news media 
nd legislature. Many lawmakers are scep- 
cal that the deal is financially sound and 
1 the national interest. Some legislators 
ave threatened to scrap the agreement al- 
»gether. 

In November, government-backed Tai- 
van Aerospace Corp. (TAC) reached a pre- 
minary agreement to buy 40% of 
AcDonnell's civil-aviation unit. In return, 
aiwan would be given a share of pro- 
uction of McDonnell's new MD12 air- 
ner, thus getting a head start in its efforts 
) build an aerospace industry. 

However, the delays mean TAC is un- 
kely to meet an extended deadline of 31 
Aarch for its downpayment of US$1.25 
illion, or 63% of the total investment. Leg- 
slators have said they will keep an open 
nind on the project until they see an 
valuation report in March. In the interim, 
iowever, they may call in the chairman 
nd president of TAC for what could be 
ome very tough questioning. 

TAC president Denny Ko says the ex- 
ended timetable is acceptable to both 
ides. But the postponement will certainly 
iot be welcomed by McDonnell. The US 
ompany’s civil-aviation business has been 
uffering financially, raising speculation 
hat it may not be able to hold out much 
onger against the other two big aircraft 
nakers, Boeing and Airbus. 

Cash-rich Taiwan appears to be an ideal 
»int-venture partner for the MD12 wide- 
'odied jet, on which McDonnell's future 
ortunes depend (REVIEW, 5 Dec. '91). 
AcDonnell officials say the jet is due to 





money involved and McDonnell's debt- 
strapped condition. So it looks as though 
McDonnell has little choice but to wait out 
Taiwan's review. 

The recent muscle-flexing by Taiwan's 
legislature, however, adds another com- 
plication. Lawmakers are demanding that 
they have final say over any investment in 
McDonnell that the government decides to 
make. In a foretaste of what could happen 
to the McDonnell deal, the parliament in 
January squashed plans by state-owned 
China Steel Corp. to expand into Malaysia. 
Coincidentally, China Steel is providing the 
technical assistance to evaluate the 
McDonnell agreement. 

TAC, which is controlled and 29%- 
owned by the government, 
is meanwhile rethinking 
how the McDonnell invest- 
ment could be financed. 
Originally, it intended 
chiefly to tap government 
funding. Now, private 
money looks to be a less 
controversial course. 

Moreover, at the first 
legislative hearing on the 
aerospace deal in early 
January, Minister of Eco- 
nomic Affairs Vincent Siew 
assured lawmakers that 
the government was taking 
a neutral stand. He prom- 
ised that no negotiations 
would take place until the 
evaluation team has completed its work. 

Many lawmakers remain sceptical, es- 
pecially since it has become known that 
McDonnell officials met President Lee 
Teng-hui and Premier Hau Pei-tsun last 
year to lobby for their support — long be- 
fore the deal was announced. 

The evaluation team, led by China Steel 
chairman Hsiang Chuan-chi, is under strict 
orders to maintain secrecy. The team in- 
cludes representatives from the Industrial 
Technology Research Institute, China Air- 
lines and the cabinet's Committee for 
Aviation and Space Industry Development, 
as well as academics from Taiwan Uni- 





Lee: secret meetings. 


this project, [it] won't go ahead." 

The ruling Kuomintang (KMT) mi 
prove unable to persuade its own par 
members to back the deal. Last montl 
defeat of China Steel's own expansi 
plans, for example, was not only bi-par 
san, but was initiated by KMT legislators 

There is also the question of how mu 
work and technology transfer Taiwi 
would get from the tie-up. McDonn 
promised in November 1991 that the T. 
wan operations “will be responsible for 
least the manufacture and assembly of t 
MD12 wing and fuselage and assist 
marketing and support of the MD12." 
addition, McDonnell said Taiwan wou 
become a "regional manufacturing centr 
involved in the sub-assembly of major s 
tions of the aircraft. 

Taiwan has no civilian aircraft indust 
though TAC hopes to participate in buil 
ing a fighter aircraft due to go into p! 
duction later this year. TAC chairman Dav 
Huang indicated in January that func 
mental questions remain about Taiwa! 
role in the manufacturing side of t 
McDonnell project. Hua 
said participation in me 
ufacturing the wing a) 
fuselage for the MD 
would depend on TAC | 
ing sure it could st 
within critical producti 
cost limits. 

Another concern is 1 
financial health of M 
Donnell's civil-aviation : 
vision. An unsolicited . 
sessment by a group 
Chinese engineers and . 
countants in California 
submitted to members 
the legislature in Taipei 
claims that the McDonr 
division has failed to me 
money for the past 25 years. The rep 
concludes that TAC's 40% stake in the di 
sion, which is being spun off as a separ 
company, would be worth less than ¢ 
fifth of the USS2 billion McDonnell is se 
ing. 

"On a personal level, too, lawmakers ; 
upset that TAC's Huang and others hé 
presumed that financing would not b 
problem. Legislators were particularly ; 
gered by a speech by Huang in late I 
cember, in which he said the Taiwan Gi 
ernment would continue to invest in 1 
until it made a profit. 

Indeed, Taipei appears to be distanc 
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dalaysia aims for second national car 


Iwo-car country 


y Doug Tsuruoka in Kuala Lumpur 


rime Minister Datuk Seri Mahathir 
Mohamad appears to be moving 
ahead with plans to manufacture 
Yother national car less than seven years 
ter the first Malaysian-built car by Proton 
lled off the production line. But the new 
roject, which could put a car within hail- 
g distance of lower-middle class con- 
imers, is likely to draw praise and criti- 
sm on the wisdom of the country's dec- 
le-long thrust into heavy industry. 

Mahathir announced in December 1991 
at talks were under way with Japan's 
aihatsu Motor, an affiliate of Toyota Mo- 
r Corp., to produce such a car. Daihatsu 
ficials say it may be several months be- 
re a final decision is made to proceed 
ith the project. "Nothing has 
ken concrete form yet," says 
t official at Daihatsu, a maker 
small vans, trucks and mini- 
rs with engine capacities of 
ughly 550 cc and under. 

The prime minister's strat- 
y is to manufacture a cheap 
r for Malaysians who find the 
'st national car, the Proton 
ga, too expensive. He has as- 
rted that a second national car 
ith a 600-900-cc engine size 
would sell for M$18-20,000 
(5$6,800-7,500). The cheapest 
oton model, which has an en- 
ne capacity of 1,300-1,500 cc, 
Ils for about MS28,000. 


T eyes 
‘mini’ market 













| E strategy in reaction to a ma 
nating domestic market for minicars in 
Japan. Reduced sales coupled with rising 


expected to result in flat net earnings 


'romotion costs and depreciation are 


Another successful national car venture 
would represent a major public relations 
victory for Mahathir. The prime minister is 
already widely lauded for leading Malay- 
sia out of a 1985-86 recession and trans- 
forming it into a heavy-industry comer on 
the world export markets. 

Analysts point out that the coffers of 
participating companies would be swelled 
by the project and that the consortium pro- 
ducing the car would eventually become a 
target for privatisation. Proton's parent 
company, Perusahaan Otomobil Nasional, 
is to be listed on the Kuala Lumpur Stock 
Exchange by March. 

The advantages for Daihatsu are also 
substantial. The joint venture would give 
the Japanese automaker à much-needed 
niche in Southeast Asia in the face of a 


Malaysia’s car boom 





that gives it an edge against Suzuki Mo- 
tor, its archrival in the global minicar 
market. Minicars are those with engine 
capacities of about 550 cc and below. 

Daihatsu began talks to j join Malaysia's 
second car project not — after Suzuki 
announced plans to build a car plant in 
Hungary. Daihatsu may have reserva- 
tions about participating in the cce 
project, but it wants to at 





In 1990, the latest t year for which fig- 


stagnant market at home. Daihatsu a 
stands to gain from substantial tax cuts a 
other incentives likely to be offered 
Malaysia to seal an agreement. 

The project, however, is not with: 
criticism. There are serious doubts amc 
some analysts whether Malaysia's au 
mobile market is strong enough to sust: 
a second national car. This camp points « 
that even though Malaysia's economy 
expected to expand at a comfortal 
average rate of 7.5% through 1995, the i 
tomobile market is becoming saturated a 
sales cannot keep up the sales pace set 
recent years. Individual passenger-car sa 
soared to 105,122 units in 1990 from 34,7 
three years earlier. 

Even more troublesome to several a: 
lysts is the still-steep projected price of t 
second national car. These analysts arg 
that the price tag is far beyond the reach 
most lower-middle class Malaysians, w 
earn about M$12,000 a year. 

Proton is also not expected to ta 
lightly the competition from the new « 
project. Proton officials are already wa: 
ing that domestic sales of the first nation 
car will peak at around 102,000 units t 
, year and fall to 101,000 units 
* 1993. 

Moreover, Proton expe 
pre-tax earnings for 1993 to c 
cline 24% from this year's fo 
cast of a record M$406.6 ir 
lion. It expects revenue to 
flat for both years. 

Proton currently has 60.t 
of the local market for passe 
ger cars. Its nearest competit 
Honda Motor, has 9.4%. T 
remainder is held largely 
Nissan Motor, 9.1%; Toyo 
6.2%; and Ford Motor, 4.3%. 

Sources close to Malaysi; 
automobile industry say Prot 
is taking steps to ensure that t 


all Daihatsu vehicles imported in 


Malaysia at its plant in Shah Ala: 


Selangor. The facility also assembles vel 
cles for Toyota. Sources say the secor 
national car project, however, would ` 


UMW-Toyota operations if Daihatsu joi 
the venture. 

Meanwhile, vehicle sales througho 
Asia have been slu since 1990, wi 
little tee that a second national c 
can be helped by the sizeable increases 





*w national car does not constitute a se- 
gus threat to their domestic sales. One 
suntermeasure on the drawing board, 
rey say, is the introduction of a no-frills 
000-cc Proton to compete directly with 
ie new car. The scaled-down Proton, 
hich would be stripped of all non-essen- 
al accessories, would be priced at M$20- 
3,000. 

Officials at Mitsubishi Motors Corp., 
hich has a 15% shareholding in Proton 
Aitsubishi Corp. has another 15% stake), 
re sharply critical of the second-car 
roject. They say the car should be based 
n the Proton Saga. "I don't think the sec- 
nd car project will be a plus,” says an 
xecutive at a company aligned with Mit- 
ibishi. 

Proton's reaction has lead some analysts 
question whether Malaysia, which has 
iven high priority to the first national-car 
roject, will allow the second car to be 
nything more than a cosmetic contender. 
Xher analysts question the wisdom of in- 
'oducing a car at a time when Malaysia's 
treets and highways are hard-pressed to 
ope with the more than 250,000 Proton 
agas that have been sold in the country 
ince 1985. 

Mahathir does not appear to be wor- 
ied about any possible pitfalls the new car 
roject might encounter. He is moving 
head with the project under his oft-quoted 
tion that the benefits of rapid industri- 
lisation outweigh its risks. 

According to sources, Mahathir first 
roached the idea of the second national 
ar to Toyota executives during a visit to 
apan in April 1991. The proposal, which 
nitially took Toyota officials by surprise, 
vas later handed by Toyota to Daihatsu. 
It is a project of the Malaysian Govern- 
nent," a Daihatsu official says, noting that 
he proposal was not initiated by the Ja- 
anese side. 

Sources say Toyota and Daihatsu were 


f a stronger yen. ts note also that. 
Jaihatsu 


Analys 
is pese of a niche player than 
Mitsubishi Motors Corp., Proton's Ja- 


er. Mitsubishi has distin- 
| d itself by setting up joint-venture 
nanufacturing plants worldwide. 
Nonetheless, Daihatsu enters the — 
vith considerable technical 
ts side. The 85-year-old ——— 
which has more than 11,000 employees 
worldwide, is a recognised in ad- 
vanced production and cost-control tech- 





reluctant to commit themselves to the 
project because of the economic slowdown 
in Japan. But the companies were equally 
desirous of assuaging Mahathir, who has 
played a pivotal role in opening up Malay- 
sia to Japanese investment in recent years. 

Details of the feasibility study being 
drawn up by Daihatsu are sketchy. But 
sources say the automaker has tentatively 
set 1994 as the target date for starting up 
operations. 

Daihatsu plans to produce about 20- 
30,000 cars a year that will be built on the 
chasis of the Mira, a compact car produced 
by Daihatsu in Japan, the sources say. It 
plans to make a preliminary investment of 
¥10 billion (US$79.5 million) in its Malay- 
sian operations, which will constitute the 
company’s first fully fledged overseas base 
to make compact cars. 

In his December announcement, Ma- 
hathir said the second national car is to be 
developed by a consortium that would in- 
clude not only Daihatsu but also UMW 
Holdings, which makes Toyotas in Malay- 


production techniques. 

Malaysia would surely benefit from 
such advanced transfers. 

Japan has been reluctant to transfer 
such technology in the past, citing Malay- 
sia’s relative lack of technical sophistica- 
tion, But another reason is that Japan is 
fearful of im 
in countries that could eventually become 


serious co tors. | 
This has already happened in the case 


of South Korea Taiwan. But growing 


parting too much technology 





sia, and state-owned investment compa 
Permodalan Nasional Bhd (PNB). He al 
offered the possibility of participation frc 
other foreign companies by inviting t 
French automaker Peugeot to assume 
stake in the venture. 

The prime minister's invitation 
Peugeot was a warning to Daihatsu tl 
Malaysia would turn to others for tech 
logy and assistance if the automaker bo 
out of the project. Peugeot has indicated 
interest in participating in the project, t 
in all likelihood, the French compa 
would take a backseat to Daihatsu, il 
joins the venture. 

Meanwhile, the Malaysian Governm« 
and Daihatsu are trying to resolve th 
impasse on a selling price for the new c 
Daihatsu is arguing for a price of not | 
than M$20,000. The government is ins 
ing on a price that would be low enou 
to appeal to consumers, regardless of a 
operating losses incurred in the ventur 
start-up phase. 

Mahathir acknowledged on 10 Janui 
that the project had been put on hold 
cause of pricing disagreements. “If the 
is not cheap, there is no point in having 
small-car project,” he said after opening 
Bumiputra Economic Congress in Ku 
Lumpur. 

Datuk Abdul Khalid Ibrahim, PN 
chief executive, says Daihatsu should 
prepared to commit itself to the notion 
selling the vehicle at the lowest possi 
price. “The Japanese should look at 
long-term prospects and sell the car a 
reduced price which would improve o 
the years," he said at a press conference 





| oysian ational car can be pro- 

1 ced under conditions that will ensure its 
rofitability. “A second car at half the price 
f the cheapest Proton Saga is simply un- 
hinkable, a Japanese automobile-indus- 
ry analyst says. 

Another problem is parts for the project. 
t Japanese trade official says that unless 
irtually all parts for the car can be locally 
rocured, it would be almost impossible to 
eta price at the low level wanted by the 
falaysian Government. 

But Japanese companies based in Ma- 
tysia complain that local manufacturers 
o not meet Japanese quality standards. 
laihatsu consequently may be forced to 
rocure parts from Japan. These more ex- 
ensive parts would drive up the price of 
re car. 

Malaysia's record in securing parts for 
roton is also far from encouraging. Fewer 
an half of the more than 40 companies 
ipped to provide parts for the Proton Saga 
early seven years ago are still participat- 
ig in the project. Government officials say 
'e rest were dropped after failing to meet 
unimum-quality standards. 

. Daihatsu officials plan to side-step the 
arts problem by importing knock-down 
nits. But the company would gradually 
«pand its procurement of local parts in 
ie hope of producing the car entirely in 
lalaysia. 

Apart from these issues is the question 
f whether there is enough demand to sus- 
in a second national car. While the car 
'ould expand the market for compacts in 
lalaysia, it would also increase competi- 
on in a slowing market. Exports could be 
way to bolster the project, as they have 
sen in the case of Proton. More than 
,000 Proton Sagas have been sold in 11 
'untries since 1985. Around 30,000 of the 
irs have been sold in Britain alone. 

But whether a Malaysian-made com- 
ict car can find a niche in markets such 
| the US and Europe remains to be seen. 
1e government may also baulk at allow- 
g a second national car to undercut Pro- 
n Saga exports. 

“If it is exported, who will buy it?" a 
panese trade official asks. Other Asean 
untries — Singapore, Thailand, Indone- 
a, the Philippines and Brunei — are a 
cely choice. It is not certain, however, 
hether neighbouring governments eager 
-protect their own emerging industries 
ould allow imports of a second Malay- 
in national car in in significant. numbers. 
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Japanese firm dominates small-motor market 


Ottshore revolution — 


E — —— — 


By Louise do Rosario in Tokyo . 
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abuchi Motor is the ultimate 
M Japanese multinational. The 

world's leading producer of small 
motors, it has forsaken its home base — 
moving all its production offshore to a net- 
work of 10 Asian factories. And now the 
strategy is paying off. 

At a time when other Japanese com- 
panies are reeling from tight liquidity and 
falling earnings, Mabuchi is continuing to 
enjoy high growth and is flush with cash. 

Its 10 Asian plants — run by a handful 
of Japanese managers and with a combined 
workforce of 25,000 — produce motors for 
use in a panoply of products, from cars 
and hair driers to cameras and compact 
discs. The factories produce 55% of the 
world's output of small motors, with the 
parent company posting sales of Y60.4 bil- 
lion (US$486 million) in 1990. About 35% 
of the output is sold to Japan, 45% to the 
rest of Asia and 20% to the US and Europe. 

The Asian factories are the key to 
Mabuchi's continued dominance of a la- 
bour-intensive, low-tech industry which, 
conventional wisdom would say, might be 
better left to developing countries. Swift 
and timely shifts of manufacturing to the 
cheapest locations have enabled the com- 
pany to maintain strict cost controls. Since 
the late 1980s, Mabuchi has moved most of 








its production from Hongkong e and Taiv 
to China and Malaysia. 

At the same time, the compan 
founder-brothers Kenichi and Takai 
Mabuchi have taken care to ensure that 
search, product-testing and marketing 
carried out in Japan. In fact, a resea 
laboratory has just been built in Chiba, 
Tokyo satellite town where the corpua 
based. 

Mabuchi's size confers its own benel 
Its daily output of millions of small mot 
allows the economies of scale that keep 
products competitive. It also has the sw 
to persuade customers to buy stand: 
motors, which now account for 60-70% 
the firm's sales. These products are 1 
susceptible to seasonal fluctuations in | 
mand, while customised components 
quire time-consuming retooling on the 
sembly lines. 

Another factor contributing 
Mabuchi's growth is the increased use 
small motors in cars and electronic goo 
As Nikko Research Centre anal 
T. Tatsuzawa notes, compact cameras ni 
commonly boast auto-focus and ze 
lenses, as well as auto-winding. All of thi 
require the use of small motors. In the : 
sector, motorised mirrors and windo 
along with other features, are no longer | 
preserve of luxury models. 

In years when the yen has been p 





Thumping 
success 


By an accident of empire, the southern 
Indian city of Madras has become the 
centre of the British motorcycle industry. 
Enfield India's factories are still turning 
out faithful examples. of a 33-year-old 
model a decade or more after the Japan- 
ese onslaught wiped out Enfield and all 
other motorcycle companies in Britain. 
The deep thump of Enfield’s single- 
cylinder 350-cc Bullet i is heard across the 


is an early 1950s Hillman design. 

Indian farmers love the Enfield 1 
cause of its ruggedness. Any waysi 
mechanic can repair it, unlike newer m 
torcycles with electronic systems. 

City dwellers are especially fond of t 
Bullet's carefully crafted mystique. "T: 
ditionally, we tried to give it a mac 
image," Enfield executive C. Vijayakurr 
says. "It was pushed as a real man's bil 
big and heavy, with a thunderous be 
You had to be a manly person to hanc 
such a bike." 

Enfield's sales in India dropp 
sharply after Japanese companies roll 
into the market in the late 1980s with fu 
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-ularly strong, Mabuchi has reaped even 
‘eater benefits from its offshore opera- 
ons. In 1987 and 1991, for example, par- 
at-company recurring profits on a year- 
y-year basis soared by 54% and 25% re- 
»ectively, thanks partly to foreign-ex- 
lange gains. 

Despite its impressive results, Mabuchi 
ikes a conservative approach to corporate 
nance. It was not until 1987 that the 
fabuchis floated the company, and 41.3% 
f the shares remain in the family's control. 

The company has preferred to finance 
ivestment out of reserves rather than by 
iking on debt. While other companies 
ave had a field day in recent years tap- 
ing the stockmarket for funds, Mabuchi 
as issued only one tranche of convertible 
onds, raising Y20 billion in 1990. At end- 
990, the group had long-term deposits of 
JS$2.2 billion and little debt. 

Such financial caution is in keeping 
vith the frugal lifestyles of the com- 
any's founders, chairman Kenichi 
Aabuchi, 69, and president Takaichi 
Aabuchi, 59. The Mabuchi family's main 
esidence in Chiba is a medium-sized, 
imply designed house, a stone's throw 
rom the equally unimposing company 
ieadquarters. Before World War II, the 
amily had owned a sizeable business 
aanufacturing metallic containers and or- 
iaments, but the family fortune was de- 
troyed by the war. 

At 20, Takaichi became a small-motor 
alesman, travelling to various prefectures 
m foot with a suitcase packed with motors 
riced at ¥50-60 each. Kenichi, meanwhile, 
vas trying his luck alone in Tokyo, de- 
igning simple motors of wood and metal 
or use as teaching aids in schools. 

In 1946, Kenichi designed the world's 
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first horseshoe-shaped magnetic motor, re- 
garded as a modest milestone at the time, 
and asked Takaichi to help develop his 
budding operation. In 1954, the brothers 
set up their first workshop inside a toy 
shop. In typical Japanese keiretsu (cross- 
shareholding) fashion, the toy shop bought 
50% of the Mabuchis' business, in return 
for a commitment by the shop to place 
regular orders with the brothers. 

The turning point for the Mabuchis was 
in 1957. Japan's toy industry was rocked 
by bad publicity in the US about poison- 
ous lead found in Japanese-made toys. The 
brothers realised that their horizons 
needed to extend beyond toys — and Ja- 
pan — if they were to survive. 

They severed their ties with the toy 
shop, set up their own firm and branched 
out into motors for electrical appliances, 
audio equipment and clocks. In 1964, they 
set up a 100%-owned factory in Hongkong, 








Jid empire ties revive the Bullet. 


¢ Vijayakumar explains. “They get some- 


thing they thought they had lost." 

The Bullet is popular among British 
buyers who like touring country lanes. It 
is also easy to ride in traffic, as it does 
not require frequent gear changes. Spare 
parts are cheap, and owners can strip 
down the simple engine with ordinary 
tools for do-it-yourself maintenance. 

Enfield's exports jumped in 1990 
when it re-introduced a scaled-up 500-cc 
Bullet, the ultimate "thumper," to fa- 
vourable reviews. Shipments are now 
going to Australia and New Zealand. 
And Enfield is preparing to enter the 
US and Canada after introducing a 


a bold and unusual move for a Japane 
firm in those days. Another factory w 
established in Taiwan in 1969. 

The early days were not easy. Mabuc 
had to overcome the assumption amo 
its Japanese customers that motors ma 
in Hongkong and Taiwan were of shod: 
quality. By 1971, Mabuchi's offshore pi 
duction rose to 21% of its total. 

The Mabuchi formula of Japanese tec 
nology harnessed to cheap Asian labo 
paid off handsomely. Its sales grew six-fc 
within a decade to Y3 billion in 1980. T 
small-motor industry lends itself to exte 
sive offshore production because it requi) 
less trial production than more sophi: 
cated products, and because the labo 
portion of costs is high. 

Other major Japanese companies ha 
long dropped out of the motor indus 
and moved on to the manufacture 
higher value-added products, leaving ot 
small operators to fill certain niches. 

China was the natural destination 
Mabuchi's low-tech operations wh 
wages in Hongkong and Taiwan becai 
uncompetitive, though the company I 
maintained manufacturing bases in lx 
places. Mabuchi executives, after trawli 
around many Chinese provinces, decid 
to engage subcontractors in small tow 
close to Shenzhen, the free trade zo 
across the border from Hongkor 
Mabuchi now has five subcontractors 
Guangdong province, where it provic 
more than 10,000 jobs. 

Mabuchi also became the first ma 
Japanese company to set up a factory 
Dalian, the port city in northeastern Chi 
It was one of the few foreign firms t 
opted to set up a wholly owned busin 
in China rather than a joint venture. 
1991, the Dalian operation had 5,2 
workers and accounted for 18% 
Mabuchi's total output. 

The company has not been immune 
the problems commonly experienced 
foreign investors in China, from petty | 
ferage to quality-control shortcomings. | 
a determined effort to understand the c 
tural differences and a refusal to 
daunted by the problems have kı 
Mabuchi in China long after other Japan 
companies have packed their bags. 

In 1990, Mabuchi set up its first Sou 
east Asian manufacturing operation 
Malaysia. The company also aims to m« 
its high-end business from Taiwan to ^ 
laysia and the rest to China. Its Malays 
factory in Ipoh now produces 34 mill 
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Jlunese merger shows weakness of government policy 


Corporate hybrid 


enterprises have been combined, but they 
are kept secret. Up-to-date figures could 
not be obtained, even from the Beijing No. 
2 Light Industries Bureau which nominally 





y Lincoln Kaye in Peking 

ashing-machine maker Baiju 

(White Chrysanthemum) Electri- 

cal Appliance Co. is unusual for 
Chinese state enterprise. It is making a 
rofit. At the beginning of this year, it per- 
med what would seem to be a suicidal 
'anoeuvre, taking control of Bailan (White 
rchid) Electrical, its loss-making, scandal- 
dden, over-staffed, debt-laden, state- 
wned competitor. 

Suicidal by capitalist standards, per- 
ips. But this is a Chinese-style merger, 
ae of hundreds of shotgun corporate 
eddings in which precariously profitable 
ate enterprises are absorbing their weaker 
'ethren. The mergers are part of a gov- 
nment programme that began nearly a 
^ar ago to revitalise state firms which 
nploy too many people and cannot sell 
iough of what they make. The sickness in 
e public sector, which accounts for 40% 

industrial output and 80% of govern- 
ent revenue, has emerged as China's se- 
'rest economic problem. 

Mergers are the most popular govern- 
ent prescription for ailing state com- 
inies. Bankruptcy, though technically 
"ssible, has been shunned for fear of mak- 
g perhaps millions of people unem- 
oyed. But China could merely be post- 
ming the day of judgment, since the sick 
mpanies may eventually drag down the 
althy ones. 

No such anxiety afflicts the managers 

employees of Lanju Electrical, as the 
wly merged company is now known (to 
mify the grafting of the orchid to the 
rysanthemum). Their equanimity is al- 
ost eerie, considering that the merger 
mbines Baiju's 1,400 workers (whose rev- 
ue per employee is about Rmb 5,000 
$$920] a month) with Bailan's comple- 
ent of 1,000 (revenue per employee Rmb 
00 a month). And Baiju has taken over 
ilan's heavy debts. 

Yet few heads are expected to roll and 
body's wages are likely to be cut. “This 
monstrates the 'Superiority of Social- 
n’,” says Ha Li, the company's person- 


oversees the firms. 


As with the other mergers of state en- 
terprises, accountability at Lanju is mini- 
mal. Indeed, it seems that the main penalty 
applied to inefficient companies is forced 
absorption into a bigger entity. Yet the 
larger the state-run firm, the more difficult 
it becomes for the government to shut it 
down the next time it comes a cropper. 

For Lanju, the main change has come in 
the management of the companies. In re- 
turn for keeping their jobs, Bailan’s execu- 
tives now take orders from Baijan's suc- 
cessful management, headed by the gen- 
eral manager, Liang Biao. It was he who: 
sought out Bailan and applied to the Light 
Industries Bureau to take it over. Since both 
firms seemed likely to be forced to merge 
with another company in any case, it was 
preferable to seize the initiative and to 
combine with “the devil you know." The 
two Peking firms had been combined be- 
fore, but were separated in 1981 during a 
previous round of government-decreed 


"rationalisation." 

The government could 
do worse than to let Liang 
apply his successful for- 
mula to the company he 
has taken over. Liang's 
Baiju has seen revenue in- 
crease 15-fold in the past 
decade, to nearly Rmb 80 
million in 1991 according to 
the general manager's esti- 
mate. This achievement is 
all the more surprising for a 
state-owned company in 
China's stop-and-go eco- 
nomic policy environment. 

Since the onset of para- 
mount leader Deng Xiao- 
ping's reforms in 1978, 





Liang: gamble. 


Baiju has been told by government plan- 
ners to change its main product line from 
coal stoves to air conditioners to washing 
machines. In the past, it has had to absorb 


geoning in China. Now, consumer spe: 
ing is less buoyant, yet despite this, Bx 
managed to make a modest profit last y« 
after losing a small amount of money 
1990, according to Liang, who declined 
give the figures. 

The secret of Baiju's success? "A se 
of timing helps," says Liang. He cites 
1982 decision to borrow Rmb 4.5 mill 
— à princely sum, as it seemed at the ti 
— to pay Toshiba Corp. for the licence a 
technology to produce the Japanese firr 
twin-tub washing machines. 

That gamble was a far cry from | 
managerial caution that Liang, now ag 
55, had imbibed during his Cultural Re 
lution exile to a tractor factory in rem 
Ningxia. But times had changed, and Ba 
was able to repay its loans within a ye 
During the 1980s, the washing machi 
was transformed in the perception of 1 
ban Chinese from an exotic wonder to 
indispensable component of every brid: 
trousseau. 

Conversely, it was a poor sense of ti; 
ing that brought Bailan to its present pa 
It stole a march on Baiju by becoming t 
first Peking company to win governme 
permission, in 1981, to produce washi 
machines. But it fell behind by sticking 
home-grown designs and makeshift equi 
ment until the mid-1980s. Only belatec 
did it invest in a lavish, new factory buil 
ing — a white elephant that has left 
"Rmb 20-30 million in debt," according 
Liang's estimate. 

It took until 1986 to break ground « 
the five-storey plant. Wh: 
it was ready to open thr 
years later, demand f 
washing machines hi 
collapsed, as the Pekin 
area market had alreac 
reached saturation point 

Pump-priming wi 
loans to state enterpris 
such as Bailan got produ 
tion moving again, but d 
nothing to revive co: 
sumer demand in the sur 
climate of post-Tiananm« 
China. Unsold inventori 
built up, as did the bac 
log of unpaid receivabl 
from retailers who cou 
not sell their stocks. Th: 
in turn, translated into overdue payabl 
to suppliers — the logjam of "three-cc 
nered debt" which is the most acute sym 
tom of the public sector's malaise. Overa 
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b-contractors. 

Sizeable government suppliers come 
t in his repayment priorities, Liang ad- 
ts. He has no choice, he says; big public- 
tor companies can sustain the illiquidity 
tter than the smaller private (or collec- 
e) enterprises among his suppliers. At a 
xcroeconomic level, though, this practice 
mpounds the problems facing sick state 
terprises. 

Lanju (the merged company) would be 
trouble, Liang allows, if retailers made a 
nilar calculation in choosing which of 
eir suppliers’ lines to promote hardest 
d whom to repay first. He believes, 
vertheless, that the problem of three-cor- 
red debt is exaggerated. If he had his 
iy, he would choose to run his receiv- 
les up, rather than down, under present 
arket conditions. 

"When times were 
od, we could make 
» with only 40-odd 
tail outlets. Now we 
ed to keep stock in 
arly 300 stores just to 
main competitive. 
iat costs a lot of 
oney, but it should 
' viewed as a crucial 
vestment." 

As competition has 
'ated up in the wash- 
g machine industry, 
W out-of-town 
anufacturers have 
uscled in with ag- 
essive sales promo- 
yns and gimmicky 
chnological innova- 
jns. Lanju aims to 
'unter-attack with in- 
irsions into markets 
rther away from Pe- 
ng, though the hur- 
es in doing so are 
gh. Roads are poor and provincial gov- 
nments protect their local firms by mak- 
g it difficult for competing enterprises 
om other parts of China to sell their 
ares. 

Factories have taken workers off the as- 
mbly lines and dressed them up as 
lesgirls to tout their products in depart- 
ent stores. "The trouble is that every 
her plant is doing the same thing," a 
1iju salesperson says, “and people are still 
t in a buying mood.” 

Bailan's problems can be seen on the 
ip two floors of its new factory block, 


has been decked out as a swank suite of 
offices, complete with marbled lobby, con- 
ference rooms and an auditorium. Liang 
and his colleagues now enjoy well-lit, indi- 
vidual cubicles, a far cry from their previ- 
ous cramped offices at Baiju’s suburban 
plant site, which will remain Lanju's main 
washing-machine factory. 

The fancy new executive offices are only 
the first of the benefits that Baiju's manage- 
ment expects to reap from the rescue op- 
eration. In reward for its solicitude, Baiju 
can expect a shower of government con- 
cessions ranging from easier credit to lower 
rates of profits tax. Back in 1989, the gov- 
ernment accepted loan repayments in lieu 
of tax from the company, as part of an ear- 
lier attempt to clear up the problem of 
three-cornered debt. 

It is not clear yet how the government 





Bailan's opulent, new factory: white elephant. 


will provide relief this time, Ha Li says. 
But she remains confident that the govern- 
ment will help to lighten the financial bur- 
den of the takeover. "If [merged] outfits 
like us wind up in difficulties," she says, 
"then the entire economy will be in deep 
trouble." 

One thing seems clear, however. No 
matter what the financial outcome of the 
merger, it can hardly hurt the careers of 
Baiju's senior managers, according to a vet- 
eran cadre. Traditionally, he says, the 
managerial pecking order in the public sec- 
tor depends upon the number of workers 


The workers, for their part, are also ir 
sulated from most of the fluctuations in th 
company's earnings, Liang explains. Pa 
cuts are virtually unheard of. Despite th 
disparity in revenue-per-worker at Baila 
and Baiju, the average take-home pay « 
workers at the two plants is likely to ri 
main roughly the same: about Rmb 2,700 
year, roughly half in wages and half in lx 
nus. 

Top management cadres are sai 
though, to use company resources to pa 
“in kind" for benefits ranging from karaok 
parties to school admissions for the 
children. One Bailan salesman in Sichua 
province reportedly Siphoned off nearl 
Rmb 2 million in unaccounted com 
missions before he was caught earlier th 
year, according to a colleague. Investig; 
tions are continuing to identify his accon 

plices. 
1 There may be a si 
! ver lining, Liang vei 
S tures to hope, if th 
public sector's prese! 
setbacks come to serv 
as a lesson about ma 
ket economics. Lanj 
has already starte 
diversifying into suc 
lines as food pri 
cessors, heaters, hi 
midifiers, air cond 
tioners, kitchen vent 
lators and microwa 
ovens. 

So far, the con 
pany's notion í 
market research a] 
pears to be to go in 
production and s« 
what sells. Why nc 
Liang asks, when 
only costs Rmb 30 
400,000 to retool a 
assembly line, an 
there is no shortage of underemploye 
workers? 

But Lanju's factory managers has 
nothing to do with the business that m: 
help most to make the merger viable - 
office development. Peking's commerci 
property market has become a speculati 
bonanza, driven by foreign (mainly Ove 
seas Chinese) investors. Bailan's factory si 
near the centre of the city is located in 
neighbourhood of new boutiques, p! 
vately run restaurants and sleek, high-ri 
buildings. 

"You know that southern tip of Bailar 
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The lesser evil 


Voters in the Philippine presidential election on 11 May are likely to face a bewil- 
dering array of candidates, but the essential choice is stark. The next president will 
either help the country's economy catch up with the rest of Asean or cause it to fall 
even further behind. None of the contenders gives much cause for optimism. 

The economic policy of the next president should be to build on the founda- 
tions laid by Corazon Aquino. She can be justifiably criticised for both indecisive- 
ness and incompetence during her six years in office. The economy suffered from 
the combination of Mother Nature and Mother Superior in Malacanang Palace. In 
1986-91, GDP grew by an annual average of 3.4%, a poor performance when com- 
pared with an average of 7.6% for Singapore, Malaysia, Thailand and Indonesia. 

It must be said, however, that the Aquino administration has laid much of the 
basis for a sustained business revival. The country's foreign-investment law has 
been improved, its currency markets liberalised and import tariffs reduced. The 
administration has also lifted price controls on many basic goods, raised power 
rates closer to international levels and put public finances on a sounder footing. 

These reforms were carried out under the watchful eye of the IMF and the 
World Bank. But they nonetheless took considerable courage and canniness on the 
part of Aquino and her advisers, as 

The Cory years : the measures at times resulted in 
CIMA Sr) SYM TM nt fresh social unrest. 
———— The next administration's priority 
2) should be to sort out the mess in the 
electricity industry and bring on 
stream the planned power stations as 
quickly as possible. The next point 
on the agenda should be to start cut- 
ting domestic debt to ease interest 
rates and inflation, by achieving a 
public-sector surplus. Liberalised in- 
terest rates would promote more 
competition in the financial markets. 
In the same way, the transport in- 
dustry is in great need of deregula- 
tion. Agrarian reform must also be 
pursued vigorously. 

For these changes to take place, 
the Philippines will require a presi- 
dent who is more willing to intervene in the economy than Aquino. Her distaste 
for dirigisme is more than just a character trait. It is also part of a conscious effort 
to do things differently from her predecessor. 

This is understandable because Ferdinand Marcos gave economic interven- 
tionism a bad name in the country. It is true that he got things done during his 
years in office. Roads were built and villages received electricity. But such achieve- 
ments were accomplished at enormous cost in terms of corruption. 

The presidential race is wide open, but there are three front runners: Ramon 
Mitra, the choice of the ruling party; Fidel Ramos, the choice of Aquino and a 
former defence minister; and Eduardo Cojuangco, Marcos' former coconut king. 

Mitra and Ramos would aim to give firmer political leadership than Aquino, 
but neither has shown a good grasp of economic issues or much managerial abi- 
lity. Most businessmen are supporting Ramos as the best of a bad bunch. 

The trouble is that the only candidate who could be expected to throw his 
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Indonesia, Singapore si: 
air-services agreement 


Friendlier 
skies 


By Adam Schwarz in Jakarta 


fter seven months of contenti: 
A negotiations, Indonesia and Sin 

pore have reached a compron 
on air services that will shore up Gan 
Indonesia's share of the busy Jakarta-‘ 
gapore route. The settlement requires £ 
gapore Airlines (SIA) to use smaller airc 
when flying to Jakarta and permits In 
nesia's national airline to fly to Singap 
from more cities. 

Both sides have expressed satisfact 
with the accord, hammered out in 25 
January meetings in Singapore, but a 
lysts wonder how much breathing sp 
Garuda has gained. The two sides v 
meet again before year-end, and Singap 
is expected to push for greater access 
Indonesian gateways. 

Currently, SIA flies up to eight time 
day to Jakarta, twice with the large Boe: 
747-400. Under the agreement, which 
places a memorandum signed in Dece 
ber 1990, SIA will maintain its flight 1 
quencies but will stop flying the 747-400 
Jakarta as of 1 April. However, it will 
allowed to use a smaller Boeing — eithe 
747-200 or 747-300 — on one flight a d 
SIA will be allowed to add an additio: 
747 flight to Jakarta beginning on 1 Ay 
1993. 

Garuda officials had criticised t 
memorandum as being unfair to Garu 
“We gave a lot more than we got,” poi 
out Sunarjo, Garuda's senior vice-presidi 
for commercial affairs. The memorandt 
increased the frequency of Jakarta-Sin; 
pore flights for both airlines and permitt 
SIA to fly direct to cities such as Suraba 
in East Java and Denpasar, Bali. 

The intent of the memorandum w 
two-fold. Additional flights were expect 
to help promote Visit Indonesia Year 
1991. Also, the agreement made room | 
new flights to Singapore by Sempati Air 
private Indonesian airline controlled 











ruda, SIA was able to provide more seat 
pacity on the Jakarta-Singapore route. 

e Boeing B747-400 seats more than 400, 
ile on the Singapore route Garuda uses 
rbuses, which seat 200-250. 

In 1990, Garuda's share of Jakarta-Sin- 
pore traffic plummeted to 27% from 
% a year earlier, according to Dede 
irmawan, who heads the planning bu- 
iu at Indonesia’s Ministry of Transporta- 
n. 

A more serious problem was that SIA 
is taking away Garuda's long-haul pas- 
igers as well. In the past, Garuda would 
en tack on a free Jakarta-Denpasar flight 

tickets from, say, Los Angeles. But once 
. was able to fly direct to Denpasar, this 
er became less effective. 

Garuda depends on international ticket 
les for about about 80% of revenue, 
lich in 1991 reached an estimated US$1.6 
lion. But load factors on overseas flights 
ve slid to about 60%, Sunarjo said. 

“By using 747-400s, SIA was able to take 
ssengers from Jakarta to Europe without 
en having to change planes in Singa- 
re,” Sunarjo says. “The problem was that 
. was turning into Indonesia's national 
line." 

It remains to be seen whether Garuda 
ll be content with the compromise. 
narjo and other Garuda executives were 
available for comment immediately 
lowing the 28 January announcement. 

In October, Sunarjo estimated that SIA’s 
ditional flights to Jakarta allowed by the 
30 memorandum and the use of the 
eing 747-400 would cost Garuda US$500 
llion in unearned revenue in three years. 
tails of how this number was arrived at 
're not provided, but Transportation 
nister Azwar Anas later described the 
imate as an "exaggeration." 

A thorny issue for both sides is how to 
dress SIA’s superior service. "Garuda 
n't compete yet with SIA,” says Zai- 
ddin Sikado, director-general for air 
mmunications at Indonesia's Ministry of 
ansportation. “We need some time to 
prove,” he says, “and in the meantime, 
. has to give some more seats back to 
ruda." 

"We have improved in the last five 
ars," Sunarjo says, "and we will get bet- 
. But Singapore, which is already a 
'althy country, has to realise they get fa- 
ities from Indonesia — like fly-over 
hts — and they must give some benefits 
x" 

The new agreement should improve 
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Dressing up the deficit 


ndia nears the end of the fiscal year 
ending on 31 March with the gov- 
ernment having difficulty attaining its 
goal of reducing the budget deficit to 
6.5% of GDP from the previous year's 8.4%. 
It is having an equally difficult time pulling 
back inflation to under 10% from the 12- 
13% level where it appears to be stuck. 
The problems are interlinked. The leap 
in inflation to a high point of an annualised 
16.3% in September came from the 20% 
rupee devaluation soon after the govern- 
ment took office in June, increases in ad- 
ministered prices and import curbs applied 
to stave off an external-payments default. 
A good mid-year monsoon season in 199] 
greatly helped the situation, but inflation- 


Delhi taps the banks 





ary expectations may have kept some grain 
withheld from markets. 

If the government is puzzled why infla- 
tion has not come down further, it should 
look at its books. The reduction of the fiscal 
deficit looks as if it is being achieved in a 
last-minute rush of window-dressing. 

Savings have been made by deferring 
payment of bills in big items such as sub- 
sidies to fertiliser factories and export in- 
centives owed rather than by substantial 
expenditure cuts. Divestment of public- 
sector enterprises has been token, with 
minor equity chunks transferred to gov- 


IW AXI 


credit to the commercial sector was virt 
ally static with only 0.5% growth. This e» 
pansion of credit to the government had 
continuous inflationary effect. 

The squeeze on business, which is n 
the culprit, combined with the impo 
curbs to create a sharp decline in industri: 
activity in the second half of calendar 199 
Another important factor was the collaps 
in rupee-denominated trade with th 
former Soviet Union. Rupee-area trade : 
running at less than half the year-ago fij 
ures. This trade accounted for about on 
third of total exports in recent years. 

New Delhi's National Council of Ay 
plied Economic Research (NCAER) believe 
industry and construction will sho 
growth of only about 1.6% in the currer 
fiscal year. But the steadiness in agricu 
ture, which will probably grow 3%, wi 
pull GDP growth up to the 2-3% range. 

The government hopes stagflation wi 
ease in the coming fiscal year. But it wi 
have a tough job reducing the fiscal defic 
to 5% of GDP, especially with bills deferre 
from this year. 

Industrialists are optimistic that Russi 
will return to Indian markets for such iterr 
as chemicals, tea and spices. This woul 
sustain GDP growth at about 3%, which 
good monsoon could raise to 4%, accorc 
ing to the NCAER. 

The trade balance improved in the fir: 
seven months of fiscal 1991, with the def 
cit narrowing to US$1.3 billion from US$ 
billion a year earlier. A 52% decline in r 
pee-payment exports to US$951 millio 
was offset by a 6.2% rise in general-cu 
rency exports to US$8.57 billion. Import 
fell 17.4% to US$10.9 billion. 

The trade deficit for the current fisci 
year is expected to be US$3-4 billion, con 
pared with US$6 billion a year earlier. Bx 
a major uncertainty is the continued wil 
ingness of Russia to sell oil for rupees. Nev 
Delhi is also planning to import wheat an 
edible oils to help manage food prices. 

The US$335 million-a-month outflow « 
non-resident Indian funds earlier this yec 
has virtually ceased, and more than US$ 
billion has been attracted by "no-question: 
asked" plans to legitimise private harc 






Sri Lanka s bourse is ripe for more reform 


One more push 
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By Richard Samuelson and 
Michael McLindon 


————————————— S AO EEA AA a a na a d 


ri Lankan companies are waking up 
i to the benefits of a public listing. The 


Colombo Stock Exchange (CSE), one 
əf the top performers of 1991, has seen a 
sharp rise in the number of rights issues as 
companies take advantage of the buoyant 
conditions on the bourse. This is good 
news for the government's efforts to har- 
ness the capital-raising potential of the ex- 
change as part of its financial reforms. 

Even by emerging-market standards, 
fhe CSE is small and illiquid, though it is 
zetting bigger fast. Nearly 60 foreign funds 
have been authorised to invest in CSE 
stocks since the market was opened to for- 
sign investors in June 1990. Overseas cash 
poured in during 1991, elevating the CSE 
All-Share Index by 118% and more than 
doubling the market's capitalisation to Rs 
32.7 billion (US$2 billion). Average daily 
turnover tripled to Rs 18 million. 

Another sign of the CsE's rapid deve- 
lopment is its recent installation of an auto- 
mated central depositary system — only 
the eighth such stockmarket system in the 

world. 

But if it is to build on the initial suc- 
cesses of its reform effort, the government 
needs to encourage both the supply of 
shares and demand to buy them. Although 
the number of Sri Lankans who own shares 
has doubled in little more than a year, the 
figure remains tiny: about 50,000, out of a 
population of 17 million. 

Moreover, the number of companies 


listed on the CSE has remained almost con- 
stant for the last three years, at just under 
180. This has happened despite the inflow 
of funds and the incentive of a 40% cor- 
porate tax rate, compared with 50% for 
private firms. 

Listing activity has been slow for sev- 
eral reasons, from a dislike by family-run 
companies of public scrutiny to more 
technical factors. One problem has been the 
government's "broad-basing" rule, im- 
posed in 1990, which requires companies 
to restructure themselves within two years 
of listing in order to widen their ownership 
base. Failure to do so means loss of the tax 
advantage. 

While the rule is well intentioned, it 
potentially contradicts the effort to en- 
courage more high-quality companies to 
go public. At present, well over half of all 
listed companies would fail the broad- 
basing test. While they may be unlikely to 
want to delist in the current conditions of 
the bourse, the authorities need to remain 
vigilant in case circumstances. change. 

Another significant problem i is the cost 
of equity relative to debt. After allowing 
for. inflation, the net-of-tax real cost of debt 
was often negative under former policies 
of subsidising interest rates. This situation 
is now changing, though credit remains 
easy to obtain and debt recovery legisla- 
tion is weak. 

As other countries have demonstrated, 
reluctance to list tends to dissipate as share 
prices rise, but in Sri Lanka, the trend has 
developed more slowly than elsewhere. 
Partly, no doubt, this is because many 


e the process and benefits of going — 





-the same time, the government 
gone a long way towards filling the 
mand for shares by pursuing an aggres 
privatisation programme. In the last 
years, it has divested itself of United | 
tors, Merchant Bank of Sri Lanka, Ce 
Oxygen and Pugoda Textiles and has : 
shares in Development Finance Corp 
Ceylon (DFCC). 

What is missing from the equatio 
sizeable domestic institutional investm 
Sri Lanka's largest pension funds — 
Employees Provident Fund (EPF) and 
Employees Trust Fund (ETF) — are 
captive instruments of government po. 
and neither is allowed to invest in sto 
The EPF is by far the larger of the two, 
is estimated by the Labour Commissic 
to collect roughly Rs 400 million a mo 
Currently, both the EPF and ETF inves 
their funds in either treasury bills or ç 
ernment-owned corporations. 

Although technically these funds cc 
diversify, both are subject to the Mini 
of Finance, which basically determi 
their investment policy. The EPF, accorc 
to its director, funds about 60% of 
government deficit. In that light, it se 
unlikely that the investment policy wil 
allowed to change soon, even though t 
funds earn a negative 1 real return on t 
investments. 

To address the need for greater insi 
tional participation, the governm 
passed legislation in mid-1991 permit 
the formation of unit trusts. There are 1 
several trusts in operation — incluc 
ones managed by the DFCC and Cay 
Development & Investment Corp. (CI 
both government-controlled —: and t 
are expected to play an important rol 
generating demand. The incentives offe 
under the legislation include a five-year 
holiday, no capital gains tax:and no w 
holding tax. 
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Power profits 


By Jonathan Friedland. in Hongkong 
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Cheng Yu-tung, chairman of: Hongkong- 
based New World Development, gave 
shareholders and Guangdong a Lunar 


Wu's Hopewell Holdings, which has par- 
tially completed one joint-venture thermal 
plant, is seeking funds for a second unit. 
And the Kadoorie family’s China Light & 
Power (CLP) owns a 25% stake in the joint 


the return to New World will be base 
an undisclosed percentage fixed above 
cost of the project. 

Analysts say the deal should mar 
ally improve the recurrent earnings | 
of the Hongkong-listed firm, which 
been saddled with big debts because c 
1989 takeover of the Ramada Hotel c 
and some poorly performing asset 
Hongkong. New World, which has a: 
worth HK$31 billion, posted attribut 


Private insurance companies are also 
it beginning to invest in the CSE but these 
ms are still small and subject to limita- 
ns on the percentage of paid-in capital 
»y are allowed to commit to equity. 
2anwhile, the two largest insurers re- 
uin state owned and, like the state pen- 
m funds, are captives of government 
licy with respect to their investment 
cisions. 

Clearly, rules governing the invest- 
ents of private-sector insurance com- 
nies need to be adjusted to allow more 
uity investment. The state-owned insur- 
ce companies can, and should, be pri- 
tised. Pending that, they should be al- 
ved to boost the amount of equity in 
air portfolios. 

In the regulatory area, there were three 
y reforms during 1991: the Securities 
change Commission (SEC) was given re- 
onsibility for insider trading (before, it 
is addressed in the Companies Act), the 
- was given authority to regulate unit 
ists, and a Takeovers and Mergers Code 
s been drafted. 

The central depositary system (CDs), 
wich went into operation on 2 September, 
splays share prices on computer termi- 
is in the exchange. Work is in progress 
Offer remote access from brokers' offices. 
e system also provides investors with 
mthly account statements and informa- 
n generated by the CDs is sent to indi- 
lual companies on an as-needed basis 

for example, when dividends need to 
paid. Moreover, because the CDS records 
* time sequence of trades as well as 
* identity of the brokers transacting 
*m, the bourse authorities now have 
precedented ability to monitor insider 
ding. 

The system is still undergoing fine 
ang and development but ultimately 
should be capable of linking banks, 
kers and investors. In the more 
tant future, the current open-outcry 


1eme of control negotiated with the 
»ngkong Government which permits a 
urn of about 15% on fixed assets. CLP’s 
wal return on equity topped 24% in 
'h of the past two years. 

Under the agreement reached on 31 
suary, New World and the Guangzhou 
»)nomic Construction Development Co. 
each put up equal amounts of the 
^b 420 million in equity. Local-currency 
ancing from Chinese banks amounting 


system of share trading could be auto- 


mated. 
Remarkably, the cost of the system, 


which was funded by the US Agency for 


International Development, was only 


US$135,000 for a mini-computer, peripher- 
als and software. The application software 


was entirely written in Sri Lanka by a local 
agent for Unisys, the computer supplier. 


Much remains to be done to improve 


the financial environment. Areas that need 
to be addressed are: 

> Accounting standards. Accounting 
firms are currently not required to provide 
opinions with their audits, though support 





is growing for making opinions manda- 
tory. 

> Taxation. Consolidated tax returns 
should be permitted so that losses in one 
subsidiary can offset gains in another. 
Likewise, loss carry-forwards should be 
allowed. This would make it easier for a 
stronger entity to take over a weaker one 
and would help in handling over- 
leveraged situations and bailouts. Also, 
companies should be permitted to pay 
dividends out of pre-tax earnings so that 
payouts are taxed on one level only. 

> Share allotments. Current share-sub- 


putting together a syndicate. He added 
that guarantees will be provided by both 
the Canton municipal government and 
New World for principal and interest to 
be repaid within eight vears. The joint 
venture will exist for at least 12 years. 
Bankers say that they would prefer the 
term of the loan to be between five and 
seven years, but that no formal approach 
had yet been made for funding. They also 
note that Hovewell. which borrowed 


scription and allotment procedures ai 
fraught with delay. Changes are needed | 
provide flexibility in pricing and avoid t 
ing up investors’ funds for long periods. 
> Large transactions. Transactions « 
"large" blocks of shares are subject to 

seven-day delay before they can be close 
The rule is part of an out-dated procedur 
aimed at allowing the authorities to trac 
trades that have the potential to disruj 
the market. But during the waiting perio 
share prices can be bid up and brokers e: 
posed to the risk of losing deals. Broke 
want the period shortened. The Takeove: 
and Mergers Code should improve tt 
situation, as it calls for reporting on stake 
of only 10% and above. 

Another area where improvements ài 
needed is financial training. Sri Lankan sı 
curities firms earn most of their revenue 
from brokerage. Modern corporate financ 
is not well understood in Sri Lanka, thoug 
several firms have begun to take an inte 
est and are sending staff for training i 
Hongkong and elsewhere. 

Domestic brokers generally descrit 
their local clients as “speculative” — thi 
is, they do not invest on the basis of fur 
damentals. There has thus been little d 
mand for corporate research. Only a fe 
brokers such as John Keells and Forbes « 
Walker, plus the Merchant Bank of S 
Lanka, are providing local research, thoug 
foreign interest is increasing the incentiv 
to do so. 

On the positive side, brokers have ri 
sponded to the rising trading volume b 
aggressively expanding their staff. Asia S 
curities, for example, went from one to si 
employees in six months and John Keel 
— to open five offices outside Colomb 

y the end of 1992 in such cities as Gall 
and Kandy. 

As more brokers follow suit, this wi 
help to address the problem of brokerin 
shares outside Colombo, something whic 
used to be almost impossible. 


hours per day short of total demand of 
23,000 MW. During the past year in par- 
ticular, the demand for power has 
surged, due to robust export growth and 
booming investment in manufacturing by 
Hongkong and other Overseas Chinese 
companies. It also reflects a spending 
binge by local residents on television sets, 
washing machines and other accoutre- 
ments of increased wealth. 

The Guanedone authorities have 
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COMMODITIES 


Record harvest slashes Pakistani prices 


Cotton in a spin 





By Salamat Ali in Islamabad 


akistan's cotton trade is in a state of 

crisis. A record crop has depressed 

prices at home while cotton exports 
are also under pressure because of a world- 
wide glut. 

Even the news that India may be short 
of up to 1 million bales of cotton because 
of the failure of its own harvest has so far 
failed to lift the gloom in Pakistan, where 
cotton and cotton textiles account for more 
than 60% of export earnings. 

The record Pakistani crop is provision- 
ally estimated by the government at 11- 
11.5 million bales. Propelled by the surplus, 
the local cotton price has plunged to sea- 
sonal lows. On 30 January, the central 
bank-set minimum export price was 48.25 
US cents a pound. A day earlier, cotton for 
March delivery was quoted at 53.38 cents 
on the New York Cotton Exchange. 

With prospects for exports looking in- 
creasingly grim, the spinners have cut their 
purchases from the ginners, and the 
ginners are turning away the growers. 
With unsold stocks of ginned cotton 
mounting rapidly, the Pakistan Cotton 
Ginners Association (PCGA) in mid-January 
ordered its members to refrain from fur- 
ther purchases of raw cotton, on pain of 
expulsion. 

Spinning mills had been predicted to 





BANKING 


Westpac in 
hot water 


By Alan Deans in Sydney 








A year-old scandal has returned to haunt 
Westpac Banking Corp., Australia's larg- 
est privately owned bank. It faces a law- 
suit from a former client which alleges 
that Westpac's former merchant-banking 
unit took large undeclared commissions 


on foreien-currencv transactions. 


buy around 9 million bales of ginned cot- 
ton in the current crop year, starting in 
October. But by mid-January they had 
bought only 6.6 million bales and were 
holding out for lower prices. This has left 
the PCGA with a cotton mountain of 5.7 
million bales (some of it left from the pre- 
vious season), while an estimated 1.6 mil- 
lion bales worth of raw cotton is still in the 
fields. 

The PCGA ban on further purchases was 
seen by trade observers as a tactic to put 
pressure on the government to intervene. 


Pakistan’s anxiety 





(US$36 million) in damages in respect of 
point-taking which it alleges took place 
on transactions handled by the Westpac 
unit in 1987. 

Westpac chairman Sir Eric Neal and 
managing director Frank Conroy faced 
tough questioning over the bank's cur- 
rency transaction practices at the bank's 
annual meeting on 31 January. 

The Westpac letters, the publication 
of which the bank tried to suppress, con- 
tained legal advice about point-taking by 
the bank's counsel. The letters were writ- 
ten in 1987. One said Partnership Pacific 
“undoubtedly took points" to which it 
"had no entitlement." 

At the time, Partnership Pacific was 


Indeed, Islamabad has since obliged b 
dering the state-owned Cotton Ex 
Corp. to step up its buying. But it and 
PCGA are deadlocked on price. 

The country’s cotton exporters, h 
ever, are also in a bind. Pakistan’s p 
lems are mirrored in the world market, 
New York futures prices have been fa 
steadily. The glut has been caused by 
gressive selling by Paraguay and som 
the former Soviet republics (now despe 
for cash), while China, which is enjo 
its second-largest cotton crop ever, is s 
become a net exporter. 

Hopes were nevertheless briefly ra 
by reports in Karachi that China was ir 
market with a purchase inquiry. That 
citement has since died down. Trade 
servers now believe the Chinese v 
merely hedging their bets in the event 
trade war with the US, which would f 
China to buy cotton from non-US sou: 

A more substantive hope was ge 
ated by India's poor harvest, especiall 
ter the state-owned Cotton Corp. of I 
floated an international tender for 6€ 
bales. The Pakistani tender is reporte 
have been the lowest, and in the t 
week of January, Indian buyers begar 
riving in Karachi. They are still there, 
things have gone mysteriously quiet. 

Although a modest 20,000 bales « 
shipped to Bombay, there has yet to be 
sign of significant purchases being agr 
It seems the Indians have settled for n 
ing purchases confidentially in small 
so as not to arrest the decline in pr 
Thus Pakistani traders, who had seen p 
pects for sales of up to 500,000 bales t« 
dia, may be heading for further disappx 
ment. 


clients lost substantial amounts of mone 
when the Swiss franc moved agains 
them. 

At the annual meeting, Neal tried t 
placate investors by shifting attention t 
Westpac's turn-around after two years c 
mounting write-downs of bad debts anı 
falling earnings and dividends. Bu 
shareholders remain concerned about th 
overall performance of the bank. 

The meeting took place against 
backcloth of bad news. Westpac's det 
was recently downgraded by credi 
agency Standard & Poors to A-plus fror 
double-A-minus because of its probler 
loans. 

In the year to 30 Septembe!: 





RIEFING 


idia eases curbs 
1 foreign ventures 


In a further sharp relaxation of foreign- 
vestment rules, New Delhi on 29 
quary announced sweeping changes to 
1973 Foreign Exchange Regulation Act. 
reign joint ventures will be allowed to 
tend operations into any trading, 
mmercial or industrial activity. Foreign 
and names may also be used instead of 
dian hybrids. Overseas companies and 
izens will be allowed to acquire 
operty on a case-by-case basis, provided 
reign remittances are used and sale 
oceeds are kept in the country. They 
ll also be able to open branches without 
eding clearance, as well as borrow 
oney and accept deposits on the same 
sis as Indian companies. 


S merchant bank wins 


ongkong airport role 

US merchant bank J. P. Morgan on 1 
bruary was appointed financial adviser 
Hongkong’s Provisional Airport 
athority, which is overseeing the 
nstruction of the colony’s new airport. 
P. Morgan is charged with helping to 
range private commercial funding for 
e project. The bank beat 11 rival 
ders. 


yundai gains contract 
w Bombay gas platform 


India's Oil & Natural Gas Corp. on 31 
nuary accepted Hyundai Heavy 
dustries’ US$527 million bid to 
nstruct a natural gas-processing 
atform in Neelam, an extension of the 
»mbay High offshore field. Hyundai 
as the only contender in a second round 
bids called last year for the much- 
layed project. The company now faces 
e task of finding the required 85% 
pplier's credit. Hyundai is expected to 
rn to the Korean Export-Import Bank. 


ikarta refuses to review 
ower plant bidding 

Indonesia has awarded a controversial 
ntract to design and build a power 
ant to a consortium including Asea 
own Boveri of Switzerland and 


Mitsui of Japan. Indonesia's senior 
economic minister, Radius Prawiro, said 
on 30 January that the government's 
original selection would not be 
reviewed. 


Nissan to close 

Australian operations 

P Japanese car giant Nissan is to shut its 
Australian manufacturing base. Nissan 
Australia has been in the red for each of 
the past 10 years, loosing A$125 million 
(US$94 million) in the fiscal year ending 
30 September 1991. It now will 
concentrate on importing vehicles and 
exporting components. About 2,000 jobs 
will be lost as a result. It had been 
expected that at least one of the nation's 
five automobile manufacturers — the 
others being General Motors, Ford, 
Toyota and Mitsubishi — would pull 
out of Australia. General Motors and 
Toyota, however, may form a 
manufacturing joint venture instead, 
cutting the number of manufacturers to 
three. 


Business indicators 


Thai banker returns 

to face charges 

> Kamron “Coro” Tejapaibul, who fled 
Thailand in 1986 after his First Bangkok 
City Bank (FBCB) was taken over by Bank 
of Thailand, the central bank, has 


returned voluntarily to the country to face 


charges of mismanagement and 
misappropriation of funds. Kamron 
immediately posted Baht 13 million 
(US$508,000) in bail. FBCB's collapse was 
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Yen-denominated trade 
reaches record in Japan 

> The proportion of Japan's exports and 
imports denominated in yen reached the 
highest levels in 1991 since the Ministry « 
International Trade and Industry (Miti) 
began compiling records in 1987. Yen- 
denominated exports accounted for 42% 
of total exports in 1991, up 8.5 percentage 
points from the 1987 level. This is the firs 
time that yen exports accounted for more 
than 40% of the total. Miti attributes this 
largely to increased Japanese trade with 
Southeast Asia and Europe, and to a 
contraction in dollar-denominated trade 
with the US. Meanwhile, Japan's yen- 
denominated imports accounted for 
15.6% of total imports in 1991, a rise of 
five percentage points from the 1987 
level. Yen-based imports are rising as 
Japanese companies ship back increasing 
quantities of goods made by their 
overseas subsidiaries. Miti also reported 
that, as at the end of 1991, the yen 
accounts for 7.8% of official worldwide 
reserves, 


Sanwa Bank to absorb 
scandal-tainted credit union 
P» Japan's Ministry of Finance is expecte 
to ask Sanwa Bank, one of the country's 
leading city banks, to rescue scandal- 
tainted Toyo Shinkin Bank, a credit unio) 
by way of a merger. Toyo Shinkin was 
involved last year with Osaka 
restaurateur Nui Onoue in a scheme 
involving forged certificates of deposit 
worth ¥30 billion (US$240 million). Both 
Onoue and the former branch manager c 
Toyo Shinkin, Tomomi Maekawa, were 
subsequently arrested. Bank of Japan, the 
central bank, has since said Toyo 
Shinkin's business management is sound 
but that it has bad debt of around Y250 
billion. Sanwa has assigned staff to help 
out at Toyo Shinkin, with which it has 
close relations. 


Hongkong's ninth container 
terminal approved 

> The Hongkong Government has final 
decided that the territory's ninth contain 
terminal will be built on land reclaimed 
off Tsing Yi Island. To sweeten a decisio: 
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PRICES AND TRENDS 


Previous 3months Year 





Last sale to 31 Jan. Latest week ago ago 
Gold London (2) 35400 355.60 356.20 368.25 
Copper New York (3) 
Current delivery (Feb.) 98.90 98.45 106.65 106.70 
Mar. delivery i 9910 e 
Aluminium London (7) 
Current delivery (Jan.) - 1278.00 1,250.00 1,188.00 1470.00 
Tin k Kuala Lumpur (1) 14.81 1420 — 1474 1472 
Cotton New York (3) 
Current delivery (Mar.) 53.95 55.50 6183 79.53 
Rubber Kuala Lumpur (8) 
Current delivery (Feb.) 214.50 215.00 226.50 232.50 
Mar. delivery 215.50 n 
Jute — Dhaka (11) 365.00 365.00 — 38000 410.00 
Palm Oil Kuala Lumpur |4) 
Current delivery (Feb.) 908.00 911.00 871.00 845.00 Pakistan 
Apr. delivery 887.00 Pap. »ua N.G. 
Sugar — New York (3) Philippines peso 
Current delivery (Mar.) 8.34 8.63 8.95 9.00 Singapore dollar 1.6375 | 16358 — 16805 1721 
May delivery - — 844 South Korea won 762.60 764.50 752.80 71940 
Pepper Singapore (9) Sri Lanka rupee 41.78 41.7843 41.58 40.057 
Sarawak Asta bik 100% 207.50 207.50 215.00 290.00 Switzerland franc 1.4362 14317 14445 — — 1251 
Wheat Chicago (5) Taiwan NT dollar 25.035 25.015 26.16 27.10 
Current delivery (Mar.) 441.40 437.50 364.60 262.20 Thailand baht 25.39 2537 2550 25.11 
oy | e à Communist China US$-Rmb 5455 HK$-Rmb 0.70095 Laos USS-Kip 705.00 
Maize — Chicago (6) xm — Sisi "eu countries: ^ Vietnam US$=Dong 10,500.00 Cambodia US$=Riel 750.00 
urd — I) pope * Other: Commonwealth of Independent States (former Soviet Union) US$=Roubie 111 
fico = : (from 15 Jan.) SDR1-US$1.39921 ECU1=US$1.2748 S$1=M$1.6062 
Bangkok | i 
5% white tob i 282.00 282.00 297.00 328.00 * Official rate tMiddle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rate 
Soyabeans Chicago (5) x - 
Current delivery (Mar. 576.20 581.40 567.20 56700 Currency deposit and bond yields 
May delivery 582.20 
New York (7) — Eurocurrency and Asian currency unit deposit rates (%)}t 

Cocoa t 1 3 6 12 10 year go 
Current delivery (Mar.) 1191.00 1,208.00 1,204.00 1,131.00 
May delivery 1/228 31 Jan. month months months months 
Coffee New York (3) US$ 4.0625 4.0625 4.125 4.50 731 
Current delivery Mar.) 73.85 75,70 7880 82.30 Sterling 10.625 10.5625 10.3125 10185 — 939 
May delivery 2 7670 — d e Yen | — 531255 5085 4,8125 475. 5.26 
Petroleum Swiss Fr. HUS —— MM S LAS 7.3125 — 
Sumatran light Tokyo (10) 18.00 19.90 2070 — 2185 Üm — 9505 — 95 9.4375 9.25 7.86 
Brent London (10) 18.13 18.47 2240 —— 2118 A$ 7.0625 6.9375 6.875 7.00 10.12 

| —  —&u5 6.875 6.875 7.125 8.36 
(1) M$ akg (2) US$ an oz (3) USe alb (4) M$ a tonne (5) US¢ a 60 Ib bushel ECU 10.25 {0.1875 10.125 9.8125 8.36 


(6) US¢ a 56 Ib bushel (7) US$ a tonne (8) PSS1, Me akg (9) S$ a 100 kg (10) US$ a barrel 


Source: Telerate, International Jute Organisation tOffered rate Source: Telerate, Salomon Brothers 


(11) BWD, Chittagong/Mongla, US$ a tonne 





Economic indicators, selected Asian countries 





"E free Australia - China — Hongkong India Indonesia Japan Malaysia 
Economic Growth % (real) ||) 
1991 45-7 34 3.5-4/4) 7 3.8 8.6 
1992 214 375 557 J 5 4(4) 5.5 35 j 8.5 
International Reserves 5 
Latest US$16.53b (Nov) US$40.92b (Sept) n.a. US$2.75b (Nov) US$8.57b (Oct) US$70.870 (Nov) US$9.88b (Apr) 
Year earlier — US$15.52b US$26.84b n.a. US$2.05b US$5.74b US$77.73b US$7 74b 
Trade Balance (total merchandise) 
Latest 3 months -US$0.01b (Sept-Nov) +US$2.44b (Sept-Nov) «US$0.38b(Oct-Dec) —-US$0.30b (Jul-Sept) «US$1.09b(8) (Jun-Aug) —«US$23.90b (Oct-Dec) -US$0.18b (Sep 
Previous 3 months +US$1.16b + 69b «US$0.66b -US$0.52b -USS$0.15b «US$22.20b -US$0.74b 
Year earlier +US$0.09b +US$2.93b c -US$0.14b ss «S$i43b — +US$0.21b +US$10.900 +US$0.01b 
Exports 6) 
Latest 3 months US$10.58b US$19.09b US$28.20t US$4.03b US$7 42518) US$85.12b US$9.20b 
* change previous 3 months 41.3 417 +58 +1.1 +13.8 «7.8 «3.9 
% change year earlier «44 +13.7 +18.5 4 $2 Es +30.9 EG a 456 E — $107 
Imports 7) 
Latest 3 months US$10.59b US$16.65b US$27.82b US$4.34b US$6.33b/8) US$61.22b US$9.39b 
% change previous 3 months +10.9 +3.5 470 3.8 52 «7.8 -2.2 





suu Vete York drops as interest-rate cuts are ruled out a a a Tokyo rebounds m m w 
ore-holiday buying boosts Hongkong a a a Australia buoyed by banking sector aa. 
Jakarta continues to gain strength in week ended 31 January aa. 





























































































































































ok 
4,500 33,000 950 SET index, 763.45 11,000 
Hongkong Average dally 
Hang Seng Index, 4. 601 78 KLSE Composite turnover US$263.2m 
4,000 Average daily turnover 30,000 500 index, 570.64 - | | 800 (Lem Scan ? 9,000 
| "Average daily - 
turnover US$49. 3m 
3,500 New Vork 27.000 | a Sr Singapore 1.300 650 Mew 7,000 
Dow Jones Industrias 3,223.39 inu" s Times index | 2e v» v NAV 
verage daily turnover | 
Ave dai! | 
3,000 340 —— 3m 1,200 | | 500 E 
(Regn i 
— | Seomra MYN 
mposite Composite - 
2.500 280 Index, 282.24 1.100 | | 350 index, 680.51 — Talpet 230155 3.000 
Nikkei Stock Average, 22,023.05 Average daily turnover | Average daily Average daily turnover US$2.2b 
"np daily turnover US$2 8b US$29.9m | turnover (Right scale 
| 2,000. (Right scale | 180 uod a Ex 1.000 200 —— 2. ^ 1.000 
MAMJJASONOD JF | MAMJJASON | MAMJJASONOD JF 
— 
E 1 
Manila Pakistan' | 
| 2,000 — Composite Index. 1,255.97 1,300 | | 1,600 KSE-100 Index, 1,395 2,200 | | 100 AMM _ 610 
Average daily turnover Average daily volume | index" AMM Blue 
smal cone 102.76 ^ Chip Index* 
1,800 Ec 1.150 1,400 .000 95 (Lat scai) a 104.73 (Left scale) 580 
— —— — 7 a — — ——— — M—Ü — 
. 1,600 JN f" — 1000 1200 Bombay | 90 NEN 550 
And BSE Sensitive | 
y index, 2,302.5 | | 
(am A WAN 850 =e 1,600 || 85 
New Zealand U 
Australia NZSE- | Index. Sri Lanka? 
| 1,200 Atorino aiin, — 12808 i 700 CSE Nil Shores indes, 90 ri M.S. Capital ace 
1,619.50 Average daily turnover 1,170.95 (Left scaie int'l World 
Average daily turnover US$12.5m Average daily turnover — 524.4 (io scus 
US$276.7m (L: “ph one US$0.3m (Right scale 
1,000 —— — — — — € ;— — —M— 550 " — oe oe 4 1,200 4 75. 4 4  — — — — — — — 460 
MAMJVASONOD JF | MAMJJASONDJF || MAMJJASONDAF 


*Market capitalisation-weighted index of nine Asian bourses excluding Japan, 
tAn unweighted index composed of over 200 blue chip Asian stocks excluding 








ippines Singapore South Korea 
6.5 8-9 
i 6 7-8 
2.94b (Nov) US$31.76b (Sept) US$13.58b (Nov) 
)81 b US$26.50b US$16.12b 
0.86b (Sept-Nov)  -US$1.11b (Sept-Nov)  -US$0.02b (Oct-Dec) 
0.64b -US$1.84b -US$3.07b 
1.15b -US$1.85b "US$1.82b 
224b US$15.14b US$21.00b 
:0.1 «25.5 
«0.6 +1486 
).10b US$16.25b US$21.03b 
44 1 





US$77.18b (Oct) 
US$70.26b. 


+US$3.67b (Oct-Dec) 
«US$4.30b 


+US$3.19b 


_— by Asian Markets Monitor, a Review newsletter, 1 A. 1990-100 


Thailand 


79 
758.5 


US$16.86b (Nov) 
 US$1321b 


-US$1.90b (Sept-Nov) 
-US$0.74b 


-US$1.40b 





1651991 Morgan Stanley Capital International 


: 'Citicorp Vickers (Hongkong Ltd); "Smith New Court (Far East Ltd) 


Interest rates (%) 


Prime interbank Interbank interbank 
31 Jan. lending 1 month] 3 months? 6 months! 
Australia — 1225 —— 770913 757813 753125 
Britain — 1050 — 10625 10.5625 103125 
Hongkong 850 — 450 45805 4625 
indonesia — 2500 2000 — 2050 2100. 
Japan 660 | 
"5875 54375 — 5185 49575 
Malaysia — 825 79 79 800 - 
New Zealand 1275 727 728 735. 
Philippines — 2300 — 1789/5 48/5 15875. 





Leading with his Chim 


ongkong businessman-cum-leg- 

islator Chim Pui Chung is cap- 

ping his invective against the 

territory's unloved securities 
regulators with a demonstration of the 
more vigorous aspects of "market self- 
regulation." He may prove, in the process, 
that if oppression is your game, it pays to 
pick minorities with care. 

Chim's experience as an abused minor- 
ty shareholder springs from his having 
ld what has turned out to be a control- 
ing 27.4% stake in largely moribund sec- 
ond-liner Wai Yick to Singaporean busi- 
1essman Tan Pee Cee at the beginning of 
ast year, while retaining an indirect 23.6% 
Yolding. After a year of Tan's management, 
which has featured a string of property and 
nvestment deals that helped cut Wai 
(ick’s share price from more than HK$5.50 
70 US cents) to around HK$2, Chim was 
inally provoked to action. 

The final straw for Chim was a pro- 
»osed dilutive HK$200 million rights issue 
it HK$1.75 a share to fi- 
iànce the purchase of 
1K$285 million worth of 
operty from Lee Ming 
fee's Allied Properties not 
| month after Wai Yick 
"ublicly promised that the 
leal would be financed 
rom "internal resources 
ind bank borrowings." 

Chins initial retaliation 
iad the finesse which has 
von him the attention of 
egulators before. Inform- 
ng neither the Stock Ex- 
hange of Hongkong nor 
he Securities and Futures 
-ommission (SFC), he an- 
icunced that Taiwanese friends of his were 
o launch a partial offer of HK$4 a share 
or 26.4% of the company. As Chim already 
ontrolled 23.6% of the company, the clear 
mplication was that the partial offer would 

rest control of the company from Tan on 
he cheap. Timely though the intervention 
nay have been, it cantered through virtu- 
lly every rule in the book. So trading in 
Vai Yick was suspended amid maximum 





Chim: gambit. 


test, it would seem, provided the company 
really is in independent hands. Yet the 
underlying logic of Chim's actions and Wai 
Yick's recent trading record suggests that 
it is not independent. 

Chim's offer is hedged around with a 
plethora of conditions. These include a 
stipulation that information Wai Yick has 
released to the public in the past year has 
been "true and accurate, and no facts or 
information have been omitted . . . which 
would render any of the information . . . 
misleading." 

The question Chim raises is: for whose 
benefit is Wai Yick being run so poorly? 
Since Tan took control last year, earnings 
per share have halved. Not the kind of per- 
formance one expects from a property / eq- 
uity trading company facing bull markets 
in shares and real estate. 

A glance at the deals which produced 
this performance suggests that the most 
likely answer to Chim's question will fea- 
ture a rematch between securities regula- 
tors and Tan's business 
partner, Malaysian-Chinese 
tycoon Lee Ming Tee. 

Tan's ties to Lee are a 
matter of record: he sits on 
the board of Allied Indus- 
tries, currently a 63%-held 
subsidiary of Lee's Allied 
Group. At the beginning of 
1991, he indirectly held 120 
million shares in Allied 
Group. He also sits on the 
. .board of Crusader Hold- 

ings, with which both Wai 
Yick and various arms of 
Lee's empire have regular 
dealings. 

In October, Wai Yick 
bought 32% of Crusader Holdings, paying 
nearly a 50% premium to its diving market 
price at the time. It bought 7.33% in the 
open market for HK$21.6 million, and a 
further 24.67% for HK$72.7 million from 
Haslington Holdings, a purportedly inde- 
pendent third party domiciled in the ob- 
scurity of the Cook Islands. By striking co- 
incidence, the Cook Islands is also a favou- 
rite hang-out for about a dozen of Allied 


VHHO NYSHOW 


Some foreign shareholders are discove 
that they cannot exchange their Thai 
vertible debentures into shares. This is 
cause many Thai companies mainta! 
limit on foreign shareholdings in t 
companies. When this limit ís reached, 
shares often trade at a premium to sh 
on the local market. But that creates p: 
lems for foreigners who have bought « 
vertible debentures in a company wt 
foreign-share threshold has been reacl 
They cannot exercise their option to « 
vert to foreign shares. 

A consumer goods holding comp: 
Saha Pathana Inter-holding (SPD), iss 
five-year convertible debentures in ] 
1990. SPI maintains a 30% foreign sh 
holder limit, which is fully subscril 
Since December, sP''s foreign — but 
local — share price was seen by some 
eign convertible-debenture holders tc 
attractive enough to convert. But they v 
not permitted to do so because the : 
foreign-shareholding limit had b 
reached. 

In a popular stock such as SPL, the 
eign limit is always full. If the foreign | 
tion slips below the 30% threshold, sh 
local investors or company executives v 
regular access to stock registrars are lil 
to convert their local shares to foreign o 
The premium gained is simply too att 
tive to pass up. 

That leaves foreigners no choice bu 
convert the debentures into local share 
they can wangle it. But, as some SPI 
benture holders have discovered, their 
cal custodian bank has refused to go al 
with the transaction. Foreigners hold 
local shares in their own name is a prac 
that is technically illegal, if also wi 
spread. 

SPI's foreign debenture holders say t 
were misled by underwriters, who rep 
edly said that 100% of their debent 
would be convertible into foreign sha 
But SPI can point to the fine print: the T] 
language prospectus said that foreign i 
local conversions were subject to SPI 
proval. Other firms in the SPI stable h 
used similar language in their offer dc 
ments. 


To become a managing director, 


you have to 


start talking like one. 


In today's fiercely competitive So you'll never be at a loss for 





corporate world, the impression your words, or fresh topics of conversation. 


conversation makes is often But whether the issues are 

















ALI I ! f 
1 i 


as important as the job local, or global we look 


you do. To be listened — at them from an Asian 
to, your words must perspective. As a result, 
carry weight. Especially 72% of our readers are 
with your superiors Asians from every corner 
and clients. That's where 
reading The Asian Wall 
Street Journal will make 


all the difference. 


of the region. The men 
and women who've 
reached key posi- 
=) tions in an in- 


The Asian Journal pro- y credibly diverse 


vides fresh facts and insights range of professions. 


on regional and world events. Why not take advan- 


X 


Covering everything from , Í < tage of our special rates and 
" 


technology, marketing and subscribe now. You'll enjoy 


banking, to world politics and significant savings off the news- 


policy and so much more you stand price. With a little help from 
won't find in your local newspapers The Asian Wall Street Journal you can 


or anywhere else. talk your way to the top. 


nr nn ree 


| WANT TO GET TO THE TOP OF THE CIRCULATION LIST. SEND ME THE ASIAN JOURNAL AT UP TO 59% OFF THE NEWSSTAND PRICE 
MAIL TO THE ASIAN WALL STREET JOURNAL, GPO BOX 9825, HONG KONG OR PHONE 852 573 7121 


l Name lelephone l 
| 4s 4 
| Company Card No Expires i 
| Delivery Address Signature l 
| CHARGE TO MY g VISA ODINERS OAMEX O MASTERCARD | preter: O one vear O six months O Check enclosed C Bill me later l 


—— —“ — — — — — — — — « — —— — — ——— — — — — + -—- 













De en Ta DE DIRECTOR 
| umero M | CONTEMPORARY AFFAIRS 


~The Asia Society seeks an experienced Asian affairs specialist to 

direct its Contemporary Affairs Department at its New York head- 
~ quarters. The Director has overall responsibility for the Society’s 

national public education programs for adults dealing with con- 
temporary issues in. Asian polities, economy, society and interna- 
tional relations. The Director develops projects including studies, 
international conferences and seminars, regional programs 
around the U.S., books, reports and briefings, has responsibility 
for fundraising, and for developing the Society's relationships with 
Ámericans and Asians dealing with contemporary issues. 
Activities encompass Northeast Asia, China, South Bast Asia and 
Oceania and South and Southwest Asia. 


internal affairs of the University and will represent ana 
Vice-Chancellor as ba cae 







level abilities as academic administrators. An attractive salary p da; 
will be negotiated. 
Further details about the position may be obtained by contacting the 
Registrar, Mr A L Pritchard, Monash University, Clayton, Victoria 3168, 
Australia, facsimile 61-3-565 2016. 

Applications should reach the Vice-Chancellor not later than Friday 2 
z March 1992. Council reserves the right to make no appe i d 
“Appoint by invitation at any stage. | 


EE Qualifications: Extensive knowledge of Asian affairs - ers pro- 
-. fessional experience or academic training with emphasis on politi- 
E r economic issues, international relations, or modern history. 
. -Expe sein at least one major country or region and advanced 
-competence in at least one major Asian language are strongly pre- 
-> ferred. Strong administrative, communications, and interpersonal 
^. skills are required. Substantial experience in public education, 

. policy analysis, institutional development and fundraising in the 
US. is very desirable. 










Professionals in government business or journalism as well as 
scholarship are welcome to apply. Salary commensurate with 
qualifications and experience. Excellent benefits package. Letters 


| im. of application with resume should be sent to: 
T THE ASIA SOCIETY 
OOIEOE EAE ASAA BOX CF 


7 | 725 PARK AVE, NYC, NY 10021 
NIVERSIT Y equal opportunity employer nvf 
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Business Opportunities 





SCHILLER INTERNATIONAL UNIVERSITY 


A UNIQUE opportunity to study for an 


Outstanding Profit Opportunity AMERICAN DEGREE in EITHER or BOTH the 


Study in FLORIDA, U.S.A., OR at one or more of 
— our campuses in: 

We are expanding our existing business in the USA and are LONDON, PARIS, BERLIN, 
seeking investor/partners to assist in this expansion. Our products HEIDELBERG, MADRID, STRASBOURG, 


— ENGELBERG and LEYSIN (Switzerland) 
are a proven success stralia, Asia and the USA. 
HOT een Europe, Anštralia, Asia a S OR Divide your studies between Florida 


M Seeking active or passive partners or investors and our European campuses 
M Existing business in U.SA is expanding ASSOCIATE, BACHELOR AND MASTER'S 
Ke degree programs in areas such as: 
WB US $10 billion dollar market € Business Administration € Management 
m TE I | € Marketing 9 Economics 9 International 
NO Pompeu proctets on the market Hotel/Tourism M ment € Publie 
B Business operating internationally for 10 years Administration © International Relations/ 


Diplomacy 9 Psychology 9 Computer Systems 
Investment required is in the order of US $250,000 to $1 million. Ma ment e Enginbering Management 


Investors with business experience and can demonstrate the ability WR A d M V e ET 















LASSIFIED ADVER 





DEGREE COURSES 


ke a Master's degree in Business Admin. 
ration (MBA) entirely at home anywhere in 
+ world. Also Bachelor's, Masters and 
'ctorate programmes in Computer Sci 
ce, Economies, Education, Engineering, 





Se hear Sues Sfrattnnentt 


MAIN BEACH GOLD COAST AUSTRALIA 





















emational Law, Languages, Sciences. etc WHILE MANY WILL DESIRE EXCLUSIVE FEATURES INCLUDE 
ted | ü THE rd e FLEDNBENENT WITTE ABSOLUTE BEACH FRONTAGE 

tightsbridge University — — THESE MULTI MILLION DOLLAR 

ipt. FERS, P.O. Box 3, Sudbury, APARTMENTS ONLY FIVE AND PRIVATE BOARDWALK 

iffolk, England. Fax: «44/787.278478 PRIVILEGED OPPORTUNITIES * ROOF TOP ENTERTAINING 


* GLASS BOTTOM POOLS AND 


AWAIT THE VISIONARY BUYER E 
THE REWARD A PHENOMENAL POOL SIDE BARS 
Pt tia -CYFT IY PACKAGE OF ARCHITECTURE TO EACH APPARTMENT 
:EVIEW CLASSIFIED SHE AND INTERIOR DESIGN * DESIGNER KITCHENS 
.DVERTISEMENTS : EACH APARTMENTIS — * THREE LOCK UP GARAGES 
ABSOLUTELY INDIVIDUAL PER APARTMENT 


BRILLIANTLY APPOINTED * STATE OF THE ART SECURITY 


SECURE AND PRIVATE * ON SITE CONCIERGE/BUTLER 
ae aar e Uus — ———— — — — —— — — 


MARKETING AGENT MR JOHN LEES 

MR MICHAEL NELSON FERRIER HODGSON MARFAN 

RAY WHITE SURFERS PARADISE 31 CHARTER RD HONG KONG 

(SD) FAX 61 75 701 344 FAX 8525217632 

s (ISD) PHONE 6175 381 555 PHONE 852820 5600 
FERED SEPARATELY } 

‘OER CLOSES 14 TH FEBRUARY 1992 


andard Units: 
4 (v) page (230 x dimm USS1,610 
4 (h) page (120.x 88 mm) USS1,680 
2 (v) page (230 x 88 mm) US$3.220 
2 (h) page (120 x 183 mm) US$3,360 
ill page (240 x 183 mm) US$6.720 


For QUALITY response . . . advertise in this section - 








ppointments 





working for human P 


Amnesty International (Al) is a worldwide voluntary movement whose members work 
for the protection and promotion of Human Rights throughout the world and in 
particular to free prisoners of conscience, ensure fair trials for political prisoners and 
end torture, executions and "disappearances". 


The Secretary General is the chief spokesperson of Al when representing its 

concerns to governments, intergovernmental organizations, the media and the 

Sec ret ar general public. S/he is the chief political adviser to the movement and is the chief 
j | executive of Al's International Secretariatin London. The Secretariat employs about 

300 staff to research human rights abuses, co-ordinate international membership 


G e n e r a | action and service a movement which has national offices in over 40 countries and 
members in over 150. | 


The Secretary General must be politically independent and a decisive leader with 
sound political judgement. S/He must be able to exhibit . . . 


@ experience of representation at a national, and preferably, international level 
£43,000 2 £55,945 pa e inanadement se ce at a senior level à í | 


@ the ability to manage organizational change 


Fixed Term Contract @ knowledge of and sensitivity to the needs of different cultures 
@ an understanding of voluntary & campaigning organizations 
(up to 5 years) € a good command of English and preferably a knowledge of French, Spanish or 
Arabic 


@ a record of commitment in human rights or a related field 
@ excellent written and oral communication skills 
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RESEARCH 


AND 





INNOVATION 


Atomic engineering 


esearchers at giant US computer 
maker International Business 
Machines Corp. (IBM) made 
headlines in August by announc- 
ing they had built an electrical switch that 
worked using a single atom. Overlooked 
in the subsequent excitement was the fact 
that the world's tiniest switch needs a room 
full of equipment to operate it. 

Don Eigler, the leader of the researchers 
at IBM’s Silicon Valley laboratory, has taken 
pains to point out that doing technology at 
the atomic level is still a very distant pro- 
spect. Nonetheless, at a January conference 
in Tokyo, the audience of mostly Japanese 
scientists questioned his caution. 

The audience had earlier listened to a 
Japanese Government scientist promise 
exotic devices such as individual atom- 
based memory chips and single electron 
transistors. If further proof were needed, 
they could point to the conference's corpo- 
rate sponsors, three quarters of which sell 
scientific equipment intended for the labo- 
ratories of researchers doing work on the 
atomic scale. 

This is curious. IBM does re- 
search that it says has no immediate 
technological relevance. At the same 
time, Tokyo funds similar research 
that it refers to as technology, not 
science. What is going on? 

The story begins back in the 
early 1980s, when Gerd Binning and 
Heinrich Rohrer, researchers at an 
IBM laboratory in Zurich, invented a 
machine that opened a new win- 
dow on the atomic world. The in- 
strument, a scanning tunnelling 
microscope (STM), won them the 
1986 Nobel prize for physics. 

Conceptually, as Rohrer, another 
speaker at the Tokyo conference, is 
the first to admit, the STM is simple. 
It works by scanning a tiny needle- 
shaped probe across a sample. As it 
moves, the probe emits a continu- 
ous stream of electrons. 

The electrons "tunnel" across the gap 
between probe and sample. The current 
represented by the electrons is held con- 
stant by moving the probe up and down. 





probe passes over atoms, it is deflected by 
the weak forces between atoms. The de- 
flections are measured by a sensor. 

AFMS do not produce pictures with as 
much detail as STMs. But they are more 
versatile because they do not require that 
the sample be a conductor. As a result, they 
can make maps of biological molecules and 
cells as well as metals and semiconductors. 

Scientists are delighted with these new 
toys. Not only have sSTMs provided sharper 
pictures of the surface of atoms than con- 
ventional electron microscopes, they do not 
destroy samples when they take pictures, 
as had previously been the case. Because 
samples are not harmed, the possibility 
exists for using low-end STMs in quality- 
control applications, such as checking the 
smoothness of films and coatings used in 
semiconductors. 

But sTMs also have another function. By 
bringing the probe closer to the surface of 
the sample, scientists — IBM's Eigler was 
the first — discovered that they could pick 
up individual atoms and put them down 





Computer-generated image of the ‘atom switch.’ 


at specific spots. In addition to having a 
pair of eyes on the atomic world, research- 
ers had a pair of hands, too. 

One of the first things Eigler did using 
this new ability ` was to write the IBM cor- 


-t Ta y cas > ab Se ———— 


xenon atom back and forth between 
STM probe and the surface of a piec 
nickel. As the atom bounces, the tunne 
current changes, replicating the functic 
a switch. On-off switches are the E 
building blocks of microchip technolo; 

While saying that his IBM team's v 
brings the prospect of atomic-scale sı 
conductors a little closer, Eigler warns 
serious obstacles remain to be overcom 
is not much use having a tiny switch v 
out equally small wires and a way of | 
necting them. Not that there is any g 
hurry. Conventional silicon-micro 
technology is not expected to give out t 
about the year 2010. 

In the meantime, Eigler believes hi 
search opens the door to the study of 
electrons move in small structures. 

will lay the scientific foundation for t 
nologies that IBM may one day use. 

But whereas science aims at com 
hension, the goal of technology is uti 
tion. It is clear that the Japanese compa: 
which tend to be more engineer 
oriented, intend to utilise 
science that IBM has provided 
them. Nor do the Japanese c 
panies expect practical utilisa 
will take too long. There are o 
applications for atom manipula 
that do not require wires. Buik 
better chemical catalysts is 
oft-quoted example; designing 
proved lubricants is another. 

Nonetheless, turning ato 
manipulation into a tool for pr 
cal application will not be eas 
great deal of effort will be ne 
sary, and that is what the Japa 
Government is dedicating to it. 
Atomic Technology Project, a 
year US$185 million initiative sj 
sored by the Ministry of Inte 
tional Trade & Industry, will 
under way by mid-year. Alreac 
progress is the Atomcraft Pre 
another government-sponsored effort. 

The aims of the Atomcraft Project 
eminently practical. For example, the sl 
of the STM probe's tip is important. t 
rently, shapes vary considerably from 
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“Few in the steel industry would have thought 









it possible. But in little more than 20 years, our 


company has become the world’s third-largest 
steelmaker. Digital's open networking systems and 
services have been an essential part of our 
phenomenal growth ever since the early days,” said 
Lee Sang-Gil, General Manager of Computer 
System Planning, Pohang Iron and Steel Co., Ltd., 
Korea. 

"Digital knew what we wanted, and together 
we designed a system that has made POSCO a 
symbol of Korea's economic success. Digital’s NAS 
(Network Application Support) open computing 


products and services helped us integrate 40 





for all aspects of our business — from management 
and finance to steel production. 

"With complete control over manufacturing 
operations, our steel productivity and quality have 
exceeded our expectations. Whats more, Digital's 
flexible approach to our computing needs means we 
can expand our operations as and when we like." 

Digital's computing solutions open your 
company to a world of choices you never thought 
possible. You can optimize your investment by 
integrating new and existing systems, data and 
applications. And our unique NAS products give you 
the assurance that solutions put in place today will 
work superbly with ones developed in the future — 
whatever industry you're in. 

For further information, write to Digital 
Equipment Corporation, Marketing Department, 20/F 


Fleet House, 38 Gloucester Road, Hong Kong. 
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ülitary Officers were "dismissed" b 


resident Suharto in the aftermath of the 
? November massacre in East Timor 

faddening silence; 30 Jan.] is incorrect. - 
he officers in question, Maj.-Gen. Sintong © 
andjaitan of the 9th Military (Udayana) 
ommand, and Brig.-Gen. Rudolf Samuel 


'arouw, chief of the East Timor Opera- 
ynal Command, have been withdrawn to 


my headquarters i in Jakarta for reassign- 

ent, and are being given the opportunity | 

‘clearing their names before an Honorary _ 
y Tribunal. Bot have SxreHent- 






ilita ary 


idacks are awaiting trial i in Java and Bali 


connection with. anti-integrationist. ac [p 
ities, and a further 32 in Dili (three were P 
cently sentenced to seven to nine-year - 
ison terms). Yet no action has been taken - 


ainst those officers and soldiers directly 


iponsible for the shootings. Unless such - 
e| are brought to belated justice, it is- 


derstandable that the EC prefers to keep 
ent over a National Commission report 


uch has so far failed to — an ade- D 


ford England Du 








| nent that two senior x Indonesian 


gone 






_ Meeting client needs is half the story. 
Meeting society's needs is the 0 her half. 


We at Fuji Bank believe that 
servicing both the needs of clients and 
those of society represents the new standard 
for banking excellence. Responding responsibly and 
sensitively to new environments is how Fuji Bank 
proves its commitment to improving 
the quality of life for everyone. 








In Hannover. Here — at the HANNOVER FAIR — 6,000 exhibitors from 40 countries prese 
their technology: to half a million visitors, including senior management, engineers, desig 
- ers and buyers. From more than 100 countries. B 


size | is not t the s only « criterion. . The HANNOVER | FA 









oduct premieres and innovations. Advanced technol- 
ly can be presented here in an industrial context. 
e perfect setting for. the transfer of know-how and 
thnology, the HANNOVER FAIR also serves as a basis d | 


r makina business tónteet« and inllakina intaenetianal | 





A DELIGHT FLIGHT 


Comfortably seated with seat belts fastened 


you feel relaxed, though the aircraft 

moves faster . . . and faster 

before it takes off like a piece of Muslin in the air. 

Relax. And let the journey be delightful. 

It is as simple as taking care of your needs from time to time. All you want 
is a little extra care and attention. 

You know that we know that. 
With Biman, it's a delight flight 
all the way. 


Londog | 4 Amsterdam 
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home at that time. 

But I cannot agree with Boyd wher 
says that most probably "the East Timo 
would prefer Indonesian rule to Po 
guese.” What has been at stake is not 
choice between two “evils,” but to ki 
exactly what the real will of the peopl 
East Timor is, and to assess what Indi 
sia has done during the past 16 year 
turn (unsuccessfully, in my opinion) 
will in its favour. 

It has been widely stated by its poli 
leaders that Portugal has no claims w 
soever over East Timor. It would be rid 
lous otherwise, for a tiny country 
pulled out from vast regions in Sc 
America and Africa, to now impose c 
nial rule in Timor. 

What is requested from the inte 
tional community is simple and fair 
those few hundred thousand souls ch: 
their destiny. It is not only by "pou 
development money" that you win 
heart and minds of the people." 
Macau EDUARDO J. G. RIB 


Wrong location 

[ know you pride yourselves on chec 
all the facts. However, the 23 January 1 
shows a Vietnamese store as being in 
Angeles. The store is actually in W 
minster, Orange Co, California. It is 
shopping centre with many other ' 
namese stores. 

If you had said “Los Angeles area,” 
would have been accurate. But since it 
another county . . . 

Keep up the good work though. 
Concord, California ALAN S! 


Democracy in the UN 
The past decade saw "democracy" E 
talked of, recognised as a desirable o 
tive, and even attempted in a numb 
countries worldwide which had been 
by absolute dictators who were answe 
to no one other than the vested inte 
they served. 

Even in the UN this unstoppable t 
is bound to take root and eventually c 
its early disintegration unless its prt 
“rulers” make timely amends to dem 
tise the UN's policymaking and in 
mentation processes. At the time o: 
original UN Charter, four of the five i 
permanent members of the Security C 
cil had political and economic control 
the maioritv of countries in the world. 





ationships and initiate appropriate 

medy the situation. Such steps ooo 
ry well have included, among other 
ngs, the abolition of the system of per- 
inent representation in any policy- 
iking bodies in the UN. They could also 
‘lude the possible replacement of the Se- 
rity Council by a fully elected “peace 
ancil” that would be more bent on se- 
ring peace than creating circumstances 





it would generate the sale of arms. 
ngkong BERNARD WIJEDORU 
? on Bangladesh 


ust congratulate you on your wonder- 

coverage of Bangladesh [REVIEW, 12 
c. 91]. It is not very often that —— 
sh gets such sympathetic and under- 
nding reporting. Indeed Bangladesh has 
far got less than its fair share of positive 
erage in the world press. The goodwill 
i sympathy of the world community 
t Bangladesh attracted during its War 
Liberation in 1971 have virtually dried 
— thanks to the misgovernance of the 


intry by autocratic rulers. Maya the 


»ularly elected government of 
will succeed in turning the corner. 





' chains that bind 
M. Wilkinson's letter of 30 January is 


re apropos of TRAVELLER'S TALES than- 


correspondence columns. The 
chestnut of chaining men to their posts 
guns) was something I first heard of as 
nall boy following World War II; much 
r it was an alleged Viet Cong method 
itiffen resolve; and finally I recall read- 
an Israeli claim about Syrian troops 
ined to the Golan Heights. 
it has amused me to contemplate the 
Jirements. First, can you imagine the 





sted men dragging in the bags of chains 
padlocks. If morale was poor before, 
nediate mutiny was virtually guaran- 
l. Second, you would need à consider- 
' quantity of chains per individual to 
1re that your soldier could still shoot at 
enemy but not shoot off the chains or 
ot you (or both). Finally, how do you 
«e the man fight? It would require Rube 
dburg and who knows how many 
tary geniuses to keep the trigger fingers 
ve. Surely there was a simpler way. 
chological warfare perhaps? 


mm — 
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HONG KONG CELEBRATES 
A NEW CENTURY 


With the opening of the Century Hong 
Kong Hotel, you can now experience 
new levels of comfort and convenience. 
The location is ideal. Right in the heart 





of Wanchai, where you will be conve- 


nient to shopping, entertainment, the 
subway station and Star Ferry. While the 
Convention & Exhibition Centre is just a 
few steps by covered walkway. In each 
of our 500 rooms, we've provided the 
ultimate in modern technology — a 
sophisticated smart phone system and 
satellite NICAM TV. There are also such 
traditional amenities as a fitness centre 
and an outdoor swimming pool. 
Italian restaurant. And our own ‘Royal 
Club’ executive service on the top three 
floors. All the conveniences of our loca- 
tion in Wanchai. All the comforts of a 
hotel fully equipped for service. It's little 
wonder Hong Kong is celebrating the 
arrival of the Century Hong Kong Hotel. 


Reservations: 
Hong Kong (852) 598-8888 
Jakarta (62) 21-571-2041 * Tokyo 
(81) 3-5683-5683 © Utell International Worldwide 
Delton Reservation System 


238 Jaffe Road, Wanchai, Hong Kong. 
Tel: (852) 598-8888 Fax: (852) 598-8866. 
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The campaign for the 
May presidential 
elections in the 
| Philippines is turning 

| out to be a three-way 
battle between House Speaker Ramon 
Mitra, former defence secretary Fidel 
Ramos, and one-time Marcos crony 
Eduardo Cojuangco, who fled the 
country in 1986 but has since made a 
remarkable political comeback. The 
Cojuangco campaign, which aims to 
mobilise former Marcos-era political 
bosses and coconut farmers, appears to 
be based on the notion that real power 
still resides at the grassroots, rather than 
in Manila. But Cojuangco could be 
stopped, either by the Catholic Church, 
or by the business establishment which 
believes that he sees the presidency 
mainly as a means of rebuilding his 
empire. Manila correspondent Rigoberto 
Tiglao looks at Cojuangco's controversial 
record as coconut industry tsar. Business 
editor Nigel Holloway comments on 
Cojuangco's arm's length relationship 
with the media. Chief correspondent 
Rodney Tasker discusses the wide 
ideological differences between the three 
main candidates 16 





Regional Affairs 


Japan : Pressure on Defence 

The end of the Cold War has 
encouraged Japan's opposition parties to 
demand cuts in the world's third-largest 
defence budget 10 


——————— — — — — — — 


INTELLIGENCE 


East Meets West 


The World Bank is emulating Malaysian 
Prime Minister Datuk Seri Mahathir 
Mohamad's example of learning from 
Japan — though in this case it translates 
into a "Look West" rather than a "Look 


East" policy. According to sources in the 
Wachinoton-haced institition. lananese 


Cambodia : Mines 

Clearing the countless mines laid all over 
the country is a stupendous task for 
which neither Cambodia nor the UN has 
the resources 10 


Mongolia : Constitution 
A new constitution entrenches the power 
of the country’s ruling party 12 


Foreign Relations : NAM 

The Non-Aligned Movement may get a 
new lease of life following Indonesia's 
effective assumption of its leadership 12 


Indonesia : Elections 

Political parties are putting up younger 
candidates for the June parliamentary 
elections but have yet to raise any clear- 
cut issues 13 


Vietnam : Press and Party 

Newspapers are gaining increasing 
credibility but are still a long way from 
being free of party control 21 


Narcotics : China-Burma 
Connection 

Burma-based heroin 
manufacturers and traffickers 
are switching their smuggling 
routes away from China as 
the Rangoon government 
seeks to avoid antagonising 
Peking over the drugs trade. 
Nevertheless, evidence 
mounts that the drug culture 
has become entrenched in 
some parts of China, and the 
volume of domestically 


scheduled for completion by April 1993, 
will include scrutiny of economic 
systems in the newly industrialising 
countries of South Korea, Taiwan, 
Singapore and Hongkong. 


Mark of Displeasure 


Sydney Jones, the executive director of 
the New York-based human-rights 
group Asia Watch, has been barred from 
entering Indonesia after a recent visit to 
the country. Jones was informed on 8 
Februarv when departing from Jakarta's 





produced narcotics appears to be on t 
rise 23 


Sri Lanka : Peace Plan 

The failure of a recent peace plan for : 
Tamil-dominated provinces underscor 
the obstacles the Sinhalese nationalist: 
pose to any settlement 26 


Arts & Society 





AIDS in Asia 

India slowly confronts th 
spectre of a massive AIDS 
epidemic, aggravated by 
well established 
'commercial' sex 28 
AIDS, still a recent 
phenomenon in Indonesia, has captur 
local media attention but little else 2€ 
Burma has one of the highest infectio 
rates — fed by the free movement of 
infected women over the Thai border 





Trust Operations 


The Hongkong Bank is expected to s 
add a Cook Islands operation to its c 
of trust operations, following a simil. 
move by Standard Chartered Bank, 
which bought the nominally 
independent territory's leading trust 
services company last year. Recently 
Stock Exchange of Hongkong appro 
the use of the Cook Islands as an 
offshore domicile for listed compani 
Many Hongkong companies have 


"3 





here to put your money 


his month, WTPYM looks at why gold 

lay regain its lustre; recovery plays in 

upping; ‘green’ stocks in Thailand; 

uth African bonds; p in Kuala 

1mpur; and capital-preservation funds 
Hongkong 34 


dia : Investment 

ew Delhi's efforts to encourage foreign 
vestment, reflected in yet another 
ickage of liberalisation measures, are 
aring fruit. Inward investment has 

ien sharply as overseas businessmen 
‘gin to realise that deep-rooted reforms 
e under way 40 

ramble for scrip 40 


istralia : Industry 

issan's decision to stop car production 
presents a long-expected shake-out 
nong the country's five auto 

akers 42 


ailand : Companies 

ite-owned oil giant PTT has given itself 

ew corporate structure to help it face 

easing competition and generate 

ids for expansion. In future, 

rformance will be as important as 
tional energy security. PTT's 

ploration & Production unit is, 
'anwhile, planning a stockmarket 
tation. The government, however, has 
intention of giving up control. As 
ngkok correspondent Paul Handley 


inly high-quality rubies from its rich 

< Yen and Yen Bai mines north of the 

ital, but smuggling and pilfering by 

tnamese and Thais has kept the gems 
of government hands. The mines are 
v the main source for rubies to the 

ii gems and jewellery industry. 


1 Loyalties 


h three retired generals running 
ler different party banners, the 
'able military 

e in the 11 May 


— — * 


reports, the state connection is a burden 
as well as an advantage 44 

Subsidiary's slick set-up 44 

Ambitious offspring's challenge 46 


Mongolia : Markets 
The first stockmarket opens, but with 
rather less than a Big Bang 46 


South Korea : Companies 

Daewoo is leading the charge of 
southern business groups seeking 
opportunities in the communist North 47 


China : Funny Money 
Fake restaurant receipts are becoming as 
popular as dollars 48 


Bangladesh : Policies 

At World Bank urging, the government 
has adopted a new economic-planning 
process 49 


Japan : Policies 

An advisory panel is expected to 
recommend easing restrictions on foreign 
lawyers 49 


Vietnam : Economies 

Private enterprise is flourishing despite 
the problems of operating in a 
communist country 51 


Indonesia : Taxation 
Kretek maker Gudang Garam and its 
directors are top taxpayers 52 


Hongkong : Companies 

The Lau brothers' takeover of Chinese 
Estates may yet be halted despite gaining 
approval at a shareholders' meeting 53 


Filipino soldiers and policemen to vote 
for former armed forces chief of staff 
and defence minister Fidel Ramos as 
president. While Ramos has his own 
party, two other popular retired 
generals, former chief of staff Rodolfo 
Biazon and former deputy chief of staff 
Alexander Aguirre, are running for the 
Senate on other party tickets. 


Ready to Serve 


Banks with major share custodial 
operations in the region, includine 





Indonesia : Finance 
A seven-year-old promissory notes 
scandal resurfaces 53 


Malaysia : Currencies 
The ringgit's recent rise suggests a | 
change of policy by the central bank 54 
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to foreign investors. Currently, 10 
mainland companies are planning 
international share placements. 


Family Approval 


Indonesian censors on 10 February 
released for distribution the 3 February 
issue of Time magazine, which carried a 
story on the business activities of 
President Suharto's children. Contrary to 
usual procedure, the delay in releasing 
the magazine does not seem to have 
originated from the Denartmant af 





REGIONAL 


JAPAN 


The vanishing threat 


Opposition parties combine to demand defence cuts 


3y Robert Delfs in Tokyo 

apan’s defence establishment, for so 
long coddled by the supposed exist- 
ence of a Soviet military threat, has 
been abruptly confronted by the 
»udget realities of the post-Cold War era. 

On 4 February, Prime Minister Kiichi 
Miyazawa confirmed earlier reports that 
he government will review the current 
ive-year Medium-Term Defence Plan 
1991-95) and reduce total spending over 
the period by ¥100 billion (US$800 million), 
1 reduction of about 0.44%. 

Under heavy pressure from a new se- 
ries of political scandals and facing a diffi- 
cult Upper House election in July, the 
Miyazawa government appears to have at 
least partially buckled to opposition de- 
mands for cuts in defence spending. 

In the past, Japan's defence establish- 
ment has been able to justify the contin- 
uous expansion of its capabilities and the 
maintenance of the security alliance with 
the US primarily in terms of the Soviet 
threat. Now, in the wake of the Soviet 
Union's collapse, defence officials must 
completely redefine their role. 

Failure to convince others that the mili- 
tary has a new mission could have devas- 
tating consequences as the uneasy political 
consensus that has allowed it to flourish — 
despite what would seem to be a clear con- 











CAMBODIA 


By Gavin Greenwood 

in Kompong Speu province 

If it takes three men 20 minutes to deter- 
mine whether an area 1 m wide by 15 m 


lone is mined or not. how manv people, 


stitutional ban — could unravel. 

The unravelling may have already be- 
gun. Japan's two main centrist opposition 
parties, the Democratic Socialist Party (DSP) 
and the Komei Party, have been calling for 
a reduction in the defence budget and re- 
vision of the five-year build-up plan. This 
means there is now a consensus to cut de- 
fence spending among all four major op- 
position parties. 

Anti-militarism has been the central 
plank of the Social Democratic Party of Ja- 
pan (spPj), Japan's largest opposition party, 
since its origins after World War II. The 
SDP] maintains that the existence of the Self 
Defence Forces (sDF) and its Security 





= 2 
Redefining the role of the SDF. 


How not to clear mines 


it is impossible to launch an operation 
that would make Cambodia 100% mine- 
free. Indeed, there are areas throughout 
Europe that are still barred to the public 
because of mines laid during World War 
II. Rather, Unamic officers see their mis- 


Treaty with the US contradicts Article ‘ 
the Japanese Constitution, which explic 
forbids the maintenance of offensive for 
The smaller Japan Communist Party ( 
is also rigidly opposed to maintainin 
military establishment. 

Miyazawa, who announced the defe 
cuts in response to a question by Ko 
Party secretary-general Yuichi Ichike 
during parliamentary budget hearir 
leans to the dovish side of the ruling | 
eral Democratic Party on defence and 
curity issues. His readiness to pare t 
military funds has apparently disma 
the Defence Agency, the ministerial-l 
department which manages the SDF. 

Sohei Miyashita, the agency's direc 
general, was “flabbergasted” when he 
learnt in December that Miyazawa 
agreed to review the Medium-Term 
fence Plan, according to the Nihon K 
Shimbun. The newspaper also reported 
Miyashita and other Defence Agency : 
cials made a visit to the prime minis! 
official residence on 26 December to 
monstrate with him. "You should not : 
cede to the opposition's demands so 
ily,” Miyashita reportedly said. 

However, in the same parliamen 
response, Miyazawa said that origir 
planned purchases of equipment 
weapons over 1991-95 should be m 
tained. He also resisted a proposal 1 





dropping air-fuel bombs that crea 
mine-detonating shockwave — t 
have been largely ruled out for reaso: 
cost, practicality and damage to farm 
and irrigation systems. 

Another solution, raised by Camt 
ans, is to pay bounties, on a sliding s 
for mines recovered — US$1 or so f 
anti-personnel mine up to, say, USS1 
an anti-tank mine. As a former Car 
dian soldier put it: “We planted the n 
and we know where to find them. 


P| chairman Makoto Tanabe for defence 
ending in fiscal 1992 (April 1991 to 
arch 1993) to be held to the same level as 
the current fiscal year. 

Japan's defence budget is the third- 
"gest in the world after those of the US 
id the former Soviet Union (perhaps even 
e second-largest if one accepts extreme 
sumptions about how much Russian de- 
nce spending has been cut). The Defence 
gency's budget would rise to Y4.55 tril- 
in in fiscal 1992, under the draft budget 
»w under consideration in parliament. 
tis represents an increase of 3.8% in yen 
rms, the smallest rate of increase since 
60. 
"Defence spending must be reduced to 
(lect the drastic changes that have taken 
ace in the world, but we need to do more 
an that," according to Otohiko Endo, 
airman of the Komei Party's Interna- 
nal Affairs Bureau. Endo thinks the gov- 
nment should scrap the Basic Outline of 
itional Defence,” a document establishing 
pan's basic defence philosophy which 
as published by the cabinet of then prime 
inister Takeo Miki in 1976. 

A new "basic outline" would have to 
place a defence philosophy based on a 
»viet threat with a regional paradigm fo- 
ising on indigenous Asian risks. "We 
'ed a non-provocative, purely defensive 
dider’s web’ strategy limited to those 
ho could invade us," says Endo. 

The Komei Party proposes revising the 
edium-Term Defence Plan to reduce the 
imber of authorised army personnel 
m 180,000 to 150,000. The actual number 
army personnel (as of March 1991) was 
ly 148,413 with the shortfall primarily in 
e lower ranks. 

Cutting the army's authorised person- 
1 level appears relatively simple, and is 
pported by Defence Agency officials 
10 want to maintain as much as 
issible of the planned equipment pur- 





chases for 1991-95. 
In reality, however, the cut would in- 
volve significant organisational changes. 


For defence purposes, Japan is divided into 


14 zones with an army division stationed 
in all but two (Shikoku and Okinawa, 
which have composite brigades). Cutting 
the army's authorised strength by 30,000 


would be equivalent to eliminating four 


full divisions. Rather than reducing 
planned strength across the board, the 
army would probably convert two or three 
divisions to skeleton units consisting only 
of equipment and minimum nnel. 

This would almost certainly affect 
Hokkaido, presently home to four divi- 
sions, where the prospect of permanent 
manning cuts is beginning to cause alarm. 
Grassroots movements opposing the cuts 
have begun in cities such as Rumoi, 
Noyoro and Takigawa, which are heavily 
dependent on nearby bases. 

"[Personnel] reductions would be a le- 
thal blow to this city," Yasuki Sakuraba, 
the mayor of Noyoro in northern 
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Hokkaido, told the Mainichi Shimbun. “T) 
[Soviet] threat in the north has not disa 
peared.” 

Coincidentally, many defence speci: 
ists in Tokyo continue to dispute that the 
has been any real change in Japan's sec 
rity environment. “The Russian threat h, 
not diminished," according to Shige 
Nishimura, from the army's Staff Colleg 
In a recent paper, he points out that, 
contrast to Central Europe, Russia's mi 
tary capabilities in the Far East, both str 
tegic and conventional, have hardly d 
minished. 

A confrontation between Russia ar 
Ukraine could still escalate into a glob 
conflict if the US became involve 
Nishimura says, so the US and Jape 
should continue to deploy their forces : 
deter such a war. If Japan is to disarr 
moreover, it should insist that Russia r 
ciprocally reduce its own forces in the r 
gion. 

The question of whether the threat of 
global conflict still exists is important, se 
military analysts, because it could be diff 
cult to justify Japan's current defence cap: 
bility in terms of the threats posed by lov 
intensity regional conflicts. 

Another problem is the political sens 
tivity attached to attempts at recasting tł 
SDF's rationale in regional terms. Th 
Japanese Government finds it almost in 
possible to articulate explicitly how futu: 
instability in China or on the Korean p: 
ninsula could threaten Japan, or how 
would respond to disruption of its trac 
routes occasioned by a confrontation bi 
tween China and Taiwan, or a militar 
conflict in the South China Sea. 

“Even a second Korean War would t 
unlikely to spread to Japan. Our bigge: 
problem if something happens in Chin 
will probably be refugees,” one expe: 
commented. “You don’t need Aegis-clas 
destroyers to deal with refugees.” 





jtsteps and begin the delicate and re- 
unerative task of digging them up. This 
rsuasive argument even takes in the 
elihood of casualties among UN mine- 
aring personnel. 

While this may seem a straightforward 
lution to an extremely hazardous op- 
ition, the counter-argument is that once 
ne-clearing becomes market-oriented 
n it will create its own industry. The 
ects of this, opponents of the bounty 
eme argue, would be to spark both an 


volved in armed violence — have already 
started to run protection rackets based on 
mining paths and fields where the local 
inhabitants have failed to pay protection 
money. 

The mechanics of textbook mine-clear- 
ing were recently demonstrated by 
Unamic personnel in front of Cambodia's 
national reconciliation leader Prince No- 
rodom Sihanouk, on a small plain in 
Kompong Speu province, some 30 km 
west of Phnom Penh. 


tion. This he did with a thin stick, which 
he waved delicately to his front in an ef- 
fort to detect the gossamer-like trip wire 
linked to the mine's trigger mechanism. 
The second man, using a long spike, 
equally delicately prodded the ground 
across the 1-m-wide zone in his search for 
buried anti-personnel or the much larger 
anti-tank mines. The third man, an elec- 
tronic metal detector strapped to his back, 
ran à sensor over the ground in order to 
confirm the presence of a mine's steel cas- 
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MONGOLIA 


Faltering 
steps 


By Peter Hannam in Ulan Bator 
Mongolia’s new democratic constitution 
that came into force on 12 February was 
su to have taken three weeks to 
be approved by the upper house of the 
National Assembly, the People’s Great 
Hural. Instead, the chamber's 430 depu- 
ties took three times as long, with de- 
bates sometimes breaking into fights. 
Despite this prolonged gestation, the fi- 
nal document was little changed from 
the draft submitted by the lower house. 
On paper, the constitution enshrines 


FOREIGN 


a liberal political system, with power di- 
vided between independent legislative, 
executive and judicial organs, and citi- 
zens' rights guaranteed by law. Other 
changes include the dropping of the 
country's "People's Republic" epithet to 
become simply "Mongolia," the removal 
of the communist star from the flag and 
the economically important question of 
land rights. Mongolian citizens can now 
own land, except for pasture used by 
nomadic herders, while foreigners will 
be able to lease land. 

In reality, however, the constitution 
is likely to consolidate the ruling position 
of the former communist Mongolian 
People's Revolutionary Party which 
controls about 75% of parliament. The 
party's hold on the presidency, the state's 
most powerful position, has been 

by a provision setting the 
minimum age for the office at 45. No 
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Accelerated promotion 


Indonesia now leads the Non-Aligned Movement 


By M. K. Tikku in Larnaca and 
Adam Schwarz in Jakarta 


he Non-Aligned Movement (NAM) 
| may take on a new lease of life fol- 
lowing Indonesia's installation as 
the movement's de facto leader. Indonesia 
effectively began its tenure as the NAM 
chairman at the movement's 3-4 February 
ministerial meeting in Larnaca, Cyprus, 
when Yugoslavia to all intents conceded 
the chair ahead of the formal handover 
scheduled for the NAM's Jakarta summit in 
September. 

While initially reluctant to relinquish 
the chair prematurely, Yugoslavia — 
wracked with internal divisions — was 
persuaded to admit that it was in no posi- 
tion to organise the ministerial coordina- 
tion bureau meeting intended to pave the 
way for the Jakarta summit. Indonesia's 
Foreign Minister Ali Alatas later an- 
nounced that the coordination bureau will 
meet in Bali during early May. 

Indonesia hopes to turn the NAM into an 





strictly economic in focus — with the NAM. 

However, there is still substantial dis- 
agreement among NAM members on whe- 
ther the movement should abandon its 
political orientation. There are also differ- 
ences between the G-77 and NAM mem- 
berships to be worked out. Some G-77 
members will not want to be part of NAM 
given its historical role and current mem- 
bership. 

Assuming the NAM's leadership al- 
ready represents a considerable diplomatic 
coup for Indonesia. But Indonesia's stand- 
ing will be greatly enhanced if it can carry 
other members with it in its push for a 
pragmatic, cooperative approach to inter- 
national economic issues. 

“We have come to terms with the pre- 
vailing international economic system and 
have become a part of it. It’s our view that 
this is the only way to develop and mod- 
ernise, and we think this is the model for 
others [NAM members] to follow," said 
Jusuf Wanandi, head of Jakarta's Centre for 
Strategic and International Studies. 


prominent democratic party leader wil 


meet this requirement until the electior 
after next, to be held in June 1993 — on 
year after the j i tar 


polls set by the constitution for 22 and 2! 
June. 

The president's influence lies in hi 
ability to nominate the prime ministe 
and veto bills from the new 76-membe 
unicameral parliament, the State Grea 
Hural — a two-thirds majorit 
vote by Hural members can overturn th: 
veto. 

Public reaction to the new law ha 
been limited, focusing mainly on sym 
bolic issues and land rather than hov 
state bodies will function. One reasoi 
may have been flagging public interes 
after the extended session, though Prim: 
Minister Dashiin Byambasuren's offer t 
resign over the government's economi 
policies also diverted attention. 4 


Asked whether there was still a r 
for the NAM, Wanandi said: “Yes, 
cause] there is . . . no multilateral institu 
taking care of the interests of develo} 
countries." 

This view is not shared by all ? 
members. Egypt's Foreign Minister A 
Mousa said all the delegates were requ 
to do at the Larnaca meeting was to 
solve the movement and go home. He 
gued that if the Third World felt the r 
to unite in some form of grouping, th 
should create a new organisation n 
broadly the based thàn the NAM. 

Although the Egyptian proposal dic 
find many supporters among the 53 c 
gations — including 25 foreign mini: 
— it set the tone for a rigorous exerci: 
self-criticism. The delegates, meeting 
hind closed doors, considered ways to 
the further marginalisation of the m 
ment with a candour that had not | 
evident for years. The basic agreemer 
the need to find a new role for the 
was helped by a shared anxiety over 
checked US influence in a unipolar ws 

There were also disagreements 
whether the NAM should have a pe! 
nent secretariat or a less formal “bac! 
facility” and on whether it should pro 
for a “troika/trinity” to take charge in 
ments of leadership crisis. These issue 
main on the agenda for the Bali mee 
“We have some ideas [on these issues] 
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NDONESIA 


acklustre race 


arliamentary polls devoid of divisive issues 


' Suhaini Aznam in Jakarta - y 


o political scientists, the election 
scheduled for 9 June has already 
been won by Golkar, Indonesia's 

ling party. Even the two opposition 

rties speak about their hopes in terms of 
rcentage of votes rather than outright 

‘tory. For one thing, the system is built 

aid the ruling party; for another, con- 

mtations and electoral upsets are not the 
lonesian way. 

But for all that, there are everywhere 

ms urging the public to make this elec- 

n a success. Home Minister Rudini has 

ged everyone to come out and vote 

thout fear; there are attempts to main- 

n the image of a working democracy. 

levision, radio and newspapers are al- 

idy devoting extensive time and space 
the list of candidates, 2,283 in all, vying 

' 400 national parliamentary seats. The 

lonesian electoral system allows each 

rty to nominate up to double the number 
candidates as there are seats, in case 
ne pull out, fall ill or have objections 

d against them between nomination and 

lling day. 

All three parties promise more quali- 

i, better-educated candidates than in 

‘vious years. Golkar is going with its 

^d and trusted formula. Some of the 

we vocal personalities may have been 

»pped, but the spread of representation 

m civil servants, teachers, community 

lers, trade unions and other sectors re- 

ins roughly the same. (The military has 
seats in the lower house.) 

"We are not campaigning with our can- 

ates but our programme," said Golkar 

retary-general Rachmat Witoelar. 
obed the "functional group," Golkar has 

n all four previous elections under the 

t-Sukarno New Order, based on the 

«casila philosophy and its development 

gramme. 

stung by criticism of being something 

& throwback to the Sukarno era — a 

Onalist party with little new to offer — 

Indonesian Democratic Party (PDI) 
sts a marginally younger line-up for 


above the age of 17, or who are younger 
but married, may vote. 

The third force, the United Develop- 
ment Party (PPP), is looking to leaders with 
mass appeal, a balance between old and 
young. Most of its candidates are commu- 
nity leaders, about one third of them reli- 
gious teachers and Islamic scholars — 
more than either of its rivals. This is in 
keeping with the PPP's legacy as a coalition 
of four Islamic parties since 1973. 

Since then the PPP has been slowly 
shedding its Islamic trappings, first by 
adopting the pan-religious Pancasila as its 
own party ideology, then by replacing the 
holy Kaabah with a star as its party sym- 
bol. Although membership is open to all 
religious denominations, the PPP is com- 
posed almost entirely of Muslims. 

The one thing that is missing five 
months ahead of the polls are clear, hard 
issues. By law, all three 
parties subscribe to the 
Pancasila — not to do so is 
deemed subversive — and 
all offer development and 
democracy, perhaps in that 
order. The exact definitions 
and implementation may 
differ, but the three have 
sufficient similarities to 
make ideological differ- 
ences fuzzy. 

Being an opposition 
party, in Indonesian terms, 
is not what it is elsewhere. 
The existence of all three 
parties is guaranteed in the 
constitution and their party 
headquarters are housed in 
buildings given to them by the government 
and whose maintenance is paid for by the 
state. Visitors to the PDI building walk 
through the gates of the rival PPP head- 
quarters. 

Indonesia's system of party politics 
hinges on a family-type consensus and 
sense of social solidarity, according to rival 
politicians. Parliament itself works by con- 
sensus rather than by vote. Thus the effec- 
tiveness of opposition parties is less evi- 





in 1989, according to PPP chairman Isma 
Hasan Metareum. e 

This seeming absence of alternativ 
platforms, however, does not detract fror 
the parties’ projected public image. Th 
three do stand for different themes withi 
the permitted framework — the PDI fc 
pan-Indonesian nationalism, the PPP fc 
Islamic values couched in pan-religiou 
terms, and Golkar for establishment an 
continuity. 

Thus emotions are expected to run hig 
during the three-week campaign from 1 
May to 3 June. As before, there is a week’ 
cooling-off period before polling day. An 
this year, the election board has forbidde 
motorcades and parades to reduce the ris 
of violence. Many were injured and a fe 
died in 1982 when over-zealous supporter 
threw stones at each other's motorcade: 
prompting reprisals. 

Both the PDI and PPP expect to do bette 
this time, having apparently sorted out th 
internecine battles that beset them in th 
run-up to the 1987 polls. The PPP, in par 
ticular, suffered a serious setback with it 
share of the popular vote dropping by al 
most half to 15% after Indonesia's larges 
Islamic organisation, the Nahdlatul Ulame 
withdrew its official support. Even the one 
, time PPP stronghold o 
$ Aceh in North Sumatr: 
* swung to Golkar. Giver 

the bouts of fighting be 
tween Acehnese separatis 
guerillas and the Indone 
sian army in the interven 
ing years, plus Aceh" 
more general unhappines 
with Jakarta over revenu: 
collected from north Su 
matran oil and gas, th 
Aceh issue has become on 
of this election's big ques 
tion marks. 

There are also critica 
voices from within the 
establishment that fee 
Golkar's 73% support ir 

the 1987 elections gave the ruling party toc 
much of a victory, a licence for it to ac 
almost unchecked. This was also bad fo: 
Indonesia's image abroad, they felt, since i 
gave an impression of a lack of democrati 
mechanisms. 

Most importantly, this general electior 
sets the tone for the more important event 
the presidential election next vear. 

Given that the next term will probably 
be his last, President Suharto, 70, will be 
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Peking go-ahead 


for Tumen SEZ 


> Chinese Premier Li Peng has approved 
the establishment of a special economic 
zone (SEZ) in Hunchun, in the tri-border 
area of northeast China, North Korea and 
Russia, according to the Special Zone 
Times, published in Hainan. He has 
instructed the State Council to speedily 
draw up a development plan for the 
surrounding Tumen delta region, and 
authorised officials of the Yanbian Korean 
Autonomous Area to negotiate directly 
with their Russian, North Korean and UN 
counterparts. SEZ status would confer 
upon Hunchun the same degree of policy- 
making autonomy now enjoyed by such 
prosperous coastal enclaves as Shenzhen, 
Zhuhai, Shantou and Xiamen. 


Environmentalist 

held over Sarawak visit 

> An environmentalist who accompanied 
Canadian opposition MP Svend Robinson 
to an anti-logging site in Sarawak recently 
has been detained by the Malaysian 
authorities under the Internal Security 
Act. Anderson Mutang Urud, a member 
of the Malaysian Friends of the Earth and 
an activist of the Sarawak Indigenous 
People’s Alliance, is now being 
questioned by Sarawak police. The MP's 
visit to a camp at which several hundred 
Penan tribesmen are trying to prevent 
logging angered the Malaysian 
Government. A Canadian diplomatic 
source says the Malaysian Government 
was told in advance of the visit to 
Sarawak. 


Malaysian salary 
error under scrutiny 


> The Malaysian Government is 
investigating why more than 25,000 civil 
servants were overpaid by between 
M$400 (US$153) and M$20,000 over the 
past 10 years. The mistake occurred 
because of failure to adhere to new 
regulations governing pay increments. 
The government has said those who were 
overpaid will not be penalised, but they 
will have to return the money they were 
overpaid in instalments. 


election in Nara. Yoshida, an adviser to 
Rengo, the Japanese trade union 
confederation was backed by Rengo, the 
Social Democratic Party of Japan, the 
Democratic Socialist Party and the United 
Social Democratic Party. The by-election, 
the first electoral test for Prime Minister 
Kiichi Miyazawa, may reflect voter 
dissatisfaction over new financial scandals 
in government. 


US baseball row fails 

to deter Japanese tycoon 

> Nintendo chairman Hiroshi Yamauchi 
has begun raising money for his bid to 
buy 60% of the Seattle Mariners baseball 
team for US$75 million, despite the furore 
the proposed deal has caused throughout 
the US. The alternative being loss of a 
local team, baseball fans in Seattle tend to 
favour Nintendo's move. But the baseball 
commissioner in New York has been cool 
to the idea and groups critical of Japan for 
one reason or another have strongly 


opposed it. 


Social indicators 


Taipei radical faces 

sedition charge 

> Taiwan's police have tracked down 
radical dissident Chen Wan-chen after she 
spent four months in hiding. Chen was 
arrested in central Taiwan on 8 February 
and charged with "preparing to commit 
sedition." After returning from the US last 
year, Chen founded the pro-independence 





Latvian President Anatolis Gorbunov 
visit Taiwan later this year. Despite th 
absence of diplomatic relations, Latvic 
also agreed to allow Taiwan to set up 
consulate-level office under its official 
title. China has reportedly protested o 
this agreement and is withholding 
accreditation of its ambassador to Lat 
pending clarification. 


Aquino names new 
members to cabinet 
»> Philippine 
President Corazon 
Aquino has had to 
replace six members 
of her cabinet who 
have resigned to run 
for the Senate in the 
11 May national 
election. On 10 
February, she 
appointed five new 
members: Antonio Periquet as secreta 
health, Maria Nieves Confesor (labou) 
Eduardo Montenegro (justice), Salvad 
Enriquez (budget and management) 2 
Horacio Paredes (press). Solicitor-gen« 





uino. 


à Francisco Chavez had resigned earlier 


was replaced by Ramon Desuasido. ^ 
the former secretaries are running un 
the banner of presidential candidate F 
Ramos’ Lakas ng Edsa. 


Ex-Macau governor 

to face trial 

> A Lisbon magistrate on 11 Februar 
committed former Macau governor C 
Melancia to trial on corruption charge 
Melancia was forced to resign in 
September 1990 amid reports that he 
accepted up to HK$3 million (US$384 
in bribes from a German company th 
unsuccessfully sought consultancy w« 
on the territory's airport project. Mela 
has denied the charges. 


Special team joins 

Japan funds inquiry 

> The Tokyo District Prosecutor's O! 
has established a 20-member special 
investigation team to look into transp 
company Tokyo Sagawa Kyubin. Pre 
reports have alleged that the compan 





Options increase. Questions accumulate. Optimum fuel 
management lor your nuclear reactors calls for more numerous and complex strategies. 


Whatever your question, the Cogema group helps to provide an answer. Cogema, the m: jor nuclear 
tuel cycle group, is the only company with expertise in the whole nuclear fuel cycle. Our know- 
how draws upon more than lorty-live years of experience 

Whatever your question, the Cogema group is your closest adviser. Uranium mining and conver- 
sion, enrichment. fuel assembly fabrication, reprocessing, transportation, spent fuel condi- 
“noning, storage, engineering, consulting, each Cogema group product and service meets your 
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From manufacturing to service 
Siemens in Southeast Asia 


Ten manufacturing plants 
throughout Southeast Asia, 
engineering, sales and 
service locations in all major 
cities, a total of over 6,000 
employees in the region, this 
is what Siemens in Southeast 
Asia is all about. Producing 
sophisticated electronic 
components, 
telecommunication products 
and systems, power 
distribution equipment and 
automotive electronics, the 
Siemens factories not only 
cater for the local but also the 
world market. 


Modern apprentice training 
facilities are attached to two 
Siemens factories in 
Indonesia. Advanced 
customer training in the area 
of industrial automation is 
provided by Siemens in 
Singapore. Service and 
maintenance engineers are 
strategically located 
throughout the region to 
respond promptly and 
efficiently to service calls. 


Engineering competence 
combined with a strona local 


practical solutions for your 
specific application 
requirements. From medical 
engineering to power 
generation and distribution, 
from electronics and 
telecommunications to 
industrial automation, Siemens 
serves its customers locally, 
nationally and internationally, 
in Southeast Asia and 
throughout the world. 


The regional network of 
factories, engineering, service 
and training facilities is an 
integral part of the worldwide 
operation of Siemens which 
employs 402,000 people in 
123 countries and which 
achieved a sales volume of 
over US$45 billion last year. 


Siemens (Pte) Ltd 
MCS 

151 Lorong Chuan 
03-01 New Tech Park 
Singapore 1955 


or any of the Siemens 
offices in Bangkok, Beijing, 
HongKong, Jakarta, 

Kuala Lumpur, Manila, Seoul 
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Relaxation. Entertainment. Fine dining. 
A comfortable environment for work and 
sleep. At ANA, we know it takes even 





Business with Class. 


ment that would meet both our passengers 
requirements and ANA's own high standards 
of excellence. 
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Right and wrong 


y turning his trip to Asia last 
month into a quest for “Jobs, Jobs, 
Jobs,” President George Bush 
opened his economic record to 
tack from economic populists in both US 
litical parties. The conservative news 
immentator turned populist Republican 
'esidential candidate, Patrick Buchanan, 
'serves special attention from Asians. The 
ccess or failure of his campaign will help 
termine if anti-Asian economic national- 
n may soon replace anti-communism as 
e bi-partisan cement of US foreign policy. 
The president certainly takes Buchanan 
riously. When Bush recast his trip to Ja- 
in as an antidote to domestic economic 
cession, he was as much responding to 
e threat of Buchanan's appeal to Repub- 
ans as to that offered by the Democrats. 
However, Buchanan does not have to 
in the Republican nomination — even he 
knowledges that he cannot — but must 
erely do well enough to claim leadership 
US conservatives who will significantly 
fine the Republican Party in the 1996 
esidential election. Buchanan, and many 
yer conservatives, fault Bush for having 
Yeged on promises not to raise taxes and 
r expanding government regulation. 
ichanan has also sparked controversy 
1ong conservatives by attacking the 
st-World War Il American consensus 
at the US must play an active interna- 
nal role to defend its interests. 
For Buchanan, the demise of Soviet 
mmunism is a definitive moment in that 
> US need no longer subordinate its self- 
erest to defending world peace. Under 
; rallying cry "America First," he rejects 
"New .World Order" crafted by 
lobalists" of the East and West. 
chanan wants to bring home US troops 
m Japan and South Korea, arguing that 
th countries are now wealthy enough to 
fend themselves. He would also end 
st US foreign aid, including contribu- 
ns to the World Bank and IMF, because 
like welfare assistance — it creates de- 
ndencies that inhibit growth. 
Mainstream conservatives also believe 
eign aid has done more harm than good 


By Richard Fisher 


But perhaps even more important for 
Asia, Buchanan is leading an assault on the 
mainstream conservative philosophical 
embrace of free trade. He echoes the chorus 
of a growing faction of US conservatives 
who reject the efficiency of the market 
when the result is lost American jobs and 
bankrupted companies. Far from ensuring 
opportunities for American exporters, in 
their opinion free trade threatens the 
American way of life. Eschewing the pro- 
tectionist label, however, Buchanan styles 
himself as a "trade hawk." He would 
strictly enforce US anti-dumping laws, 
close tax loopholes for foreign companies 
and demand reciprocity in access to mar- 
kets. 

Yet like protectionist Democrats, 
Buchanan believes the US 
need no longer set a free 
trade example, a convic- 
tion summed up in his 
phrase "Asian capitalism 
is eating our lunch." 

To Buchanan, Japan 
presents more than just 
an intractable trade chal- 
lenge. He recently wrote 
that “Tokyo's trade 
policy in 1991 is the bas- 
tard child of [Emperor] 
Hirohito's ^ imperial 
policy of 1941 . . . Japan's 
objective is to go the ‘eco- 
nomic road' to acquire 
hegemony in Asia and 
the world." 

Buchanan went on to 
hound a Bush campaign 
official into resigning for 
having lobbied for "Japan 
Inc.” Nevertheless, he 
also spares little ire for 
the EC, which he says will become a “so- 
cialist superstate" and "protectionist rival 
of the US." 

However, free trade conservatives are 
not yet a lost minority within the Republi- 
can Party, and Buchananism has yet to 
prevail. Buchanan's opposition to immi- 
gration from certain non-White races and 





ministration's commitment to completii 
a North American Free Trade Agreeme 
(Nafta). But rather than acknowledge tl 
opportunities Nafta will create for Ame 
cans, and its potential to slash trade bar 
ers, Buchanan and most Democrats oppo 
Nafta out of fear that American jobs w 
be exported to Mexico. But should Bush | 
re-elected, Nafta will be ratified — mu 
to the benefit of US states near Mexico ar 
US companies seeking a greater compe 
tive edge for their exports. 

This potential boon for North Ame 
cans, however, is perceived as a threat : 
some Asian countries — most notably M. 
laysia. They portray Nafta as anoth 
exclusionary trade bloc, like the EC, to ju 
tify their own proposed trade bloc. US fre 
trade conservative 
however, view Nafta i 
a first step towards su 
rounding the EC wit 
free trade alliance 
Nafta, in their viev 
should be open to fr« 
trade alliances wit 
countries in Central an 
South America, Asi; 
Eastern Europe and tk 
new Commonwealth « 
Independent States. Th 
ultimate intention is t 
realise the free trad 
ideal beyond the reach 
the Gatt. 

Asians can encourag 
this positive trend. A 
Asean Free Trade Area i 
an excellent, if long ove 
due, idea. It will benef 
its members even mon 
however, if it quickly a 
lies itself with Nafta or it 
successor. Better yet, would be to allow th 
existing Asia-Pacific Economic Coopera 
tion forum to negotiate a free trade allianc 
with Nafta. 

The second course, retreating behind a: 
exclusive Asian trade bloc, will be counter 


productive. It will almost certainly len: 
credihilitv t^ the anti-Acian natinnalicte i 





Big business doesnt want Eduard Coj juangco elected. But the Marcos 
era crony may have leadership qualities the country needs 
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by Rigoberto Tiglao in Manila 
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Just six years after he fled 
the country in disgrace 
with his political and 
business overlord, the 
late president Ferdinand 
x Marcos, Eduardo “Dan- 
ling” Coj juangco has made a remarkable 
someback as one of the most formidable 
ontenders for the Philippine presidency in 
he 11 May general election. 

. The presidential contest has boiled 
lown to a three-cornered fight between 
zojuangco, House of Representatives 











speaker Ramon Mitra, standard bearer of 
he ruling Laban ng Demokratikong 


?ilipino (LDP), and President Corazon 
Aquino's annointed candidate, former de- 
ence secretary Fidel Ramos. 

- Cojuangco, who returned to the Philip- 
dines from exile in late 1989, is Aquino's 
»stranged first cousin; Mitra has headed an 
:DP which has provided the president with 
majority congressional support throughout 
her six years in power; and Ramos is the 
retired general who was at Aquino's side 
;o fend off six coup attempts, and whom 
she recently favoured over Mitra to con- 
tinue her somewhat battered legacy. 

The election configuration has split not 
only the pro-administration forces but big- 
business political support as well. With 
Mitra and Ramos concentrating their 
firepower against each other, political fin- 
anciers face some tricky decisions on how 
to distribute their money. 

- Another force in the election — the 
alliance between the nominally pro-Aquino 
Liberal Party headed by former Senate 
president Sen. Jovito Salonga and the PDP- 
Laban party of Sen. Aquilino Pimentel, 
ar in the southern island of Min- 
anao — is expected to mop up much 
of the vote within its own regional 
The coalition'a strenoth is in 











bhatlisaricba 


next president. 

The forces coming into play in the 
country’s first free presidential election 
since 1969 — the gap is a result of Marcos’ 
imposition of martial law rule — include a 
bizarre mixture of old and new. Despite 
six years of “people-power” government 
under Aquino, “traditional politics” based 
on local patronage networks could still 
determine who actually wins the presi- 


dency. 






blocs created by Marcos during his two- 
decade rule is another crucial, if unpredict- 
able, factor; and there is still a possibility 
that voting patterns could be tilted by the 
residual influence of elite families whose 
power predates the Marcos era. 

What distinguishes the present political 
battle from those of the. — law 
era is the crucial bein 
surprising i in a country whose « economy 
has been lagging so much behind its Asean 
neighbours. 

There is something of a paradox here. 
RAM 8 appeal to voters, and to some 








The resilience of natiodwide power 










fellow politicians, appears to lie in the 
that among all the presidential candid. 
he has the most acute business sense, . 
might therefore be presumed the n 
capable of running the economy. 

Cojuangco's business background is ; 


the reason why many in the business c 


munity would do anything to keep | 
out of — 






would. restore 
pects. of. Marcos-era ictohyism seeme 
have their fears confirmed. when 
stated in his nomination speech: “I wil 
the chief executive of all the sectors of 
economy." | 

The statement has been taken | as ar 
dication that Cojuangco may still dese 
his 1980s moniker, "Pacman" — - confe 
D die of his: suc cess i in- uwi mine c 





es sto o extend the coconut: monoj 
‘sugar. and flour industries. 
Another reason why big business f 
Cojuangco is its conviction that he sees 
presidency merely as a means to an t 
Many business leaders view his presk 
tial bid as merely a clever strategy to ; 
political clout that can be used to re; 
control of his business conglomerate c 
firms centred on the giant San Miguel 
Whether or not the business com 
nity's assessment of him is corr 
Cojuangco's performance suggests tha 
has grasped one of the basic laws of 
lippine elections — that "all politics i: 
cal" Cojuangco has focused his camp: 
overwhelmingly on courting the sup 
of local patronage networks while lar 
ignoring the urban middle class and 
media. By contrast, Ramos and many 
ers have based their strategies on what 
pears now to be an inaccurate assessr 
of the Philippine situation: that poli 
fortunes are determined within the 
nila-based. halls of power. - 





is very industry. 

Cash-rich coconut oil millers like the Lu 
o and Lu Ym Corp. and the Interco group 
‘ mills are believed to be bankrolling 
ojuangco's campaign while growers' co- 
»eratives, scattered all over the archi- 
"lago, have provided him with a ready- 
iade machinery for developing local 
ises. His sorties into coconut-producing 
eas have invariably been made under the 
use of discussing the problems of coco- 
it farmers. 

Cojuangco began drumming up grass- 
ots support for his candidacy as early as 
90, immediately after he returned to the 
untry. “All that time, when the other 
ndidates were stuck in Manila, Cojuang- 
' was busy criss-crossing the country, 
uching base with new allies and consoli- 
iting his old bastions,” a Cojuangco 
iffer noted. 

A campaign official of one of Cojuang- 
's network of allied organisations claims 
at Cojuangco is confident about his clout 

six regions, which together represent a 
bstantial number of voters. The six are: 
e old Marcos bastions of northern Ilocos 
ovince and the Cagayan valley, central 
izon, the western Visayas region and 
rthern and eastern Mindanao. Cojuang- 

is also said to have made inroads in the 
conut-producing Quezon and Laguna 
ovinces. 

It is almost certain that Cojuangco will 
in considerable support in the Ilocos re- 
on, partly because of his loyalty to 
arcos. Most of the congressmen from this 
ea, with the exception of Mountain 
ovince, have already declared for him. 
ther Mitra nor Ramos has managed to 
ick the so-called "solid North," while the 
sayan Imelda Marcos has failed to en- 
ar herself among the Ilocanos. 

Cojuangco's skill at generating grass- 
Xs support appears to have impressed 
liticians who were not part of his origi- 
| bandwagon, made up largely of 
arcos vassals, Sen. John Osmena, whose 
bu family opposed Marcos in the 1969 
ssidential race and were forced to flee 
' country during martial law, has joined 
n as his vice-presidential running mate. 
is will splinter the central-Philippines 
sayan vote, with former chief justice (and 
buano) Marcelo Fernan joining Mitra 
d Cebu governor Emilio Osmena throw- 
; in his lot with Ramos. 

Sen. Ernesto Maceda, an astute political 
eetfighter has also opted for Cojuangco. 

do so he was obliged to anit his nost as 





ONLY HOPEIM 


Cojuangco started grassroots campaigning back in 1990. 


“He explained to me what he would do if 
he becomes president, and it was an op- 
portunity for me to know what kind of 
man he was — and he didn't ask me for a 
centavo," Coseteng told the REVIEW. 

Apart from Cojuangco, the only presi- 
dential candidate to grasp the importance 
of local politics has been Mitra, who was 
able to tap grassroots support by exploit- 
ing his position as House of Representa- 
tives speaker. Although in essence a part 
of the Manila power hierarchy, the post of 
speaker gives its holder leverage with con- 
gressmen who in turn wield local influ- 
ence. Mitra's grasp of this point and clever 
use of it explain why the Cojuangco camp 
still sees him as the man to beat. 

The Cojuangco phenomenon, and to 
some extent that of Mitra, reflects one of 
the central features of Philippine society: 
while modernisation has enhanced the 
clout of Manila, particularly in the field of 
economic decision-making, real political 
power remains vested in local areas where 
traditional patronage networks reign su- 
preme. What is uncertain, though, is to 
what extent Philippine society has evolved 
after 14 years of dictatorship, and after de- 
mographic and economic changes. 

Cojuangco appears to have largely 
given up on urban voters, especially 
Manila's middle- and upper-classes, most 
of whom are convinced of his complicity 
in the economic disaster wrought by the 
Marcos regime. 

By contrast, the Aquino-Ramos camp is 
betting that the Philippine political land- 
scape has changed drastically, particularly 
with respect to the role of the business 
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Coconut 
capital 
Cojuangco exploits 


control of old cartel 


By Rigoberto Tiglao in Manila 


Eduardo  Cojuangco' 
overlordship of the co« 
nut industry in the 197( 
and early 1980s and th 
levy he imposed on co« 
nut farmers were amon 
the more controversial issues that weal 
ened the legitimacy of former presider 
Ferdinand Marcos' rule. 

Through his control over a fund c 
about P6 billion (US$226.2 million) - 
raised through a de facto tax on cocont 
farmers — Cojuangco was able to build u 
a conglomerate that included oil mills, 
commercial bank, copra trading companie 
and the San Miguel Corp., the Philippine: 
largest company. 

Cojuangco and the coconut monopol 
he set up were once seen as the ultimat 
expression of cronyism and Marcos-era ra 
pacity. Yet, six years after Marcos’ fall an 
Cojuangco's exile, the coconut industry ha 
provided the basis for a remarkable politi 
cal comeback. 


. 
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es a kilo of rice now?" 

Cojuangco's claim is not too far off the 
nark: in 1980, 1 kg of copra, at an average 
rice of P2.16, could buy close to 1 kg of 
ice at P2.61. Now, 1 kg of copra (at P6.07) 
uys only two thirds of a kilogram of rice 
it P9.49. It has been the price movement of 
opra and coconut oil that has, in part, lu- 
ricated Cojuangco's political revival. 

Taking into account the usual five-year 
rice cycles for the commodity, REVIEW 
alculations show that coconut products 
enerally fetched higher prices when the 
oconut cartel was in operation under 
Marcos and Cojuangco than after it was 
lismantled by the Aquino administration. 

Export prices for coconut oil averaged 
JS$398.3 per metric tonne in the first five 
'ears of the Aquino administration. 

This was 33% lower than the average 
or 1981-85 (US$596.6), and 35% lower than 
he average for the previous five years 
vhich marked the height of Cojuangco's 
werlordship of the industry (US$608.5). 

Adjusted for inflation, the trend for 
‘opra prices is similar. Using 1978 as the 
ase year, inflation-adjusted copra prices 
vere 21% lower on average under the 
\quino administration than in 1981-85, 
ind 49% less than in 1976-80. 

Even if the levy imposed from 1973-84 
s taken into account, coconut farmers 
nade more money during the Cojuangco 
ra than under the Aquino administration. 
[his explains why the levy, a focus of rag- 
ng controversy in 1982, has largely ceased 
o be an issue that can be used against 
-ojuangco in his presidential campaign. 

While other factors may have buoyed 
»rices of coconut products before 1986, the 
narket intervention mechanisms set up 
hrough the cartel appear to have been im- 
»xortant. The United Coconut Association 
X the Philippines, an umbrella organisa- 
ion whose board includes officials of the 
Aquino government, noted in a December 
(990 study: "While the abnormally high 
»rices during the regulated market years 
may] have been the effect of external 
orces such as the oil crises of 1974 and 
(979 . . . the intervention schemes appear 
© have also positively influenced prices." 

The study focused on the premium, 
iveraging 7 US cents per pound, that co- 
»onut oil enjoyed over the price of soybean 
Jil in 1981-85, at the height of the coconut 
nonopoly. When the cartel was disman- 
led, the premium vanished as the cartel's 
:orporate vehicle, United Coconut Oil Mills 


Tinieam) wae tnahlo tna dictate ownort 


protection for millers unable to meet deli- 
very targets. 

It is Unicom’s perceived success that 
explains Cojuangco’s current appeal in the 
industry. Even the Philippine Coconut 
Authority’s Charles Avila, one of Co- 
juangco's harshest critics, concedes: 
"[Cojuangco's] concept was right. The 
problem is who was running it." 

According to Avila, the danger in the 
coconut monopoly was that it put so much 
power and resources in the hands of one 
man. Of the P9.7 billion collected through 





the coconut levy between 1973 and 1984, 
P6 billion was controlled by Cojuangco as 
chairman of the United Coconut Planters' 
Bank (UCPB) and Unicom. The remaining 
P3.7 billion was largely administered by 
the Philippine Coconut Authority for pur- 
poses such as price-stabilisation. 


Media-shy 





By Nigel Holloway in Manila 


Eduardo "Danding" 

Cojuangco is a shy man. 
His large residential 
compound in the Ma- 
nila suburb of Manda- 








luyong is surrounded 
by the wall in the densely popu- 
lated nei . He seems to re- 


card contacts with the ress as a neres- 


Much of the P6 billion controlled 
Cojuangco, according to a Commission 
Audit (COA) report in 1986, can be 
counted for. The money was used tc 
nance the purchase of oil mills, the org; 
sation of Unicom and UCPB, and to [ 
chase a 51% stake in San Miguel Corp. 

The report, however, did question ' 
morality and legality” of some other t 
of the levy. Principal among these was 
payment of P297 million to the Cojuang 
owned seed-nut plantation, Agricult 
Investors Inc., as settlement for a cance 
contract. Other payments questioned 
the COA involved relatively mi 
amounts. A 1990 report of the UCPB nc 
that P866 million in loans by the bank | 
been to companies owned by Cojuan; 
So far though, all the court cases fi 
against Cojuangco involving the levy h 
floundered. 

An executive of a foreign-owned c 
nut-oil milling company summed up w 
seems to be the prevailing perceptior 
the industry: “Whether Cojuangco m 
millions, or even billions, out of the | 
seems irrelevant now. No one in the inc 
try thinks that Unicom was a bad k 
And there are hard assets, San Miguel . 
UCPB shares for instance, that he can 
were acquired with the levy funds. € 
cially, at least, these aren't owned 
Cojuangco himself." 

Cojuangco was certainly an astute b 
nessman on his own behalf, ending 
with 18% of UCPB, 17% of San Miguel . 
control of a group of coconut-oil mil 
firms. He claims, though, that he borroy 
money from a local bank for the purct 
of his shares in San Miguel at a premi 
from ally Enrique Zobel. 


journalists finished their meal. A w 
later, his press chief came in to 
whether it would be all right to m 
onto the question-and-answer sess 
— — ndun fica 
approach for a publicity-hungry 
— T 
gco may be, concilia 


he d not. Np A to the first tio 
—— — —— Mile 
| of Corazon Aquino's pi 
dency, he said that "vindictiveness" 
her chief failure. But few doubt tha 
would be very different. 

Cojuangco : in a flat monol 
and is not given to public display 
emotion. The rare occasions durine 









Cojuangco's sympathisers see his role 
t the coconut industry as that of a master 
rganiser who imposed a de facto tax on 
xonut growers in order to rationalise and 
evelop the industrial-commercial side. 
he Cojuangco scheme did create, out of 
inds extracted from traditionally impo- 
nt and dispersed agricultural producers, 
ne of the country's largest industrial and 
nancial conglomerates. Unicom even be- 
ime strong enough to compete with co- 
mut-oil trading monopolies in the world 
arket. 

Despite its excesses, Cojuangco's. coco- 
it set-up became a model for state inter- 
tion to strengthen a weak sector; indeed 
ojuangco says his ideas could be applied 

every sector of the economy. While this 
ay be far too sweeping, it was not ineffi- 
ency or alleged abuse that ultimately 











'as Cojuangco's virtual one-man 
te centralised control of billions 
pesos by his small group of cronies. This 
as so unpopular that even Marcos de- 
led to dismantle the system starting in 
82. 

The conglomerate did have a feudal 
1g to it. Cojuangco, still called the "boss" 
' his people, had absolute authority 





ithin both Unicom and ucps. His politi- 


ls urvival through all these years has 
Obably been due less to his business 


umen than to his godfather-like.readi- 
ss to dispense favours from the resources. 


s conglomerate provided. But Cojuang- 
s real secret may be his ability to strad- 
2 both the country’s corporate and feudal 
yids. That, his supporters say, makes 
m an ideal leader in an impoverished 
tion like the Philippines. u 


en trying to regain control of them: 
Vhy is this government after me, 
ven others who paid money to me are 
t?" he said, referring to the billions of 
sos paid in levies into funds effec- 
ely controlled by Cojuangco. 

In reply to a question about promot- 
; overseas investment in the Philip- 
1es, he said that there was more pro- 
tion for foreign investors than for lo- 
ones. The former is “the icing on the 
se. I don't think you can attract for- 
n investment unless you have stabi- — 
* and institutionalised continuity,” 
fuangco said. esc ra 











This would indeed help to remove — 


-role that patronage plays in Philip- 


he coconut monopoly. down. 
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Money against money 


Businessmen fear Cojuangcos clout 


Eduardo Cojuangco’s bid 
for the presidency has 
galvanised many in the 
Philippine business com- 
munity in a manner not 
seen since rich people 
joined hands with the poor to oust 
Ferdinand Marcos in February 1986. Justi- 
fiable or not, they are deeply fearful that 
their businesses would suffer if Cojuangco 
were elected. “I am leaving the Philippines 
if Danding becomes president,” says a top 
ethnic-Chinese banker. 

Under the Marcos regime, the assets of 
businessmen such as the Lopez family 
were taken away because they had sup- 
ported the dictator’s opponents. Those who 
supported Marcos were favoured through 
special bank loans and juicy contracts. To- 





day, entrepreneurs. who took part in the 


people-power revolt that sent Marcos and 
Cojuangco into exile are worried that the 
same thing could happen again. 


The difference is that it took two dec- 


ades for Marcos to amass a large amount 
of wealth. Cojuangco would begin his 
presidency with a huge business empire 
under his control. Most of these assets were 
sequestered by President Corazon Aquino, 
but returning them to Cojuangco’s control 
would seem to be a mere formality if he 
came to power, businessmen say. “The 
Philippines has the choice of going back to 
the old [Marcos] style of politics or staying 
with the new type of politics. I thought the 
Philippines had already decided that in 
1986, but it seems we have to go over the 
old ground,” says the managing director 
of a bank. 

Cojuangco's candidacy puts business- 
men in a dilemma: they can either throw 
in their lot with him or support an oppo- 
nent. But the opposition to Cojuangco is 
divided, perhaps fatally, between two 
front-runners, Fidel Ramos and Ramon 
Mitra. The more likely Cojuangco is to win, 
the less inclined businessmen will be to 
support a rival candidate. They reckon that 
such moves will be held against them by a 
Cojuangco regime. 

Most big businesses appear to be sidine 


have switched to his side since last ye 
Manindigan, an association of young 
corporate chiefs and executives of tl 
country's premier companies, has come o 


An support of Ramos. Many of its membe 


probably feel they have little to lose 1 
throwing their weight behind Ramos 

this stage, since their opposition to Marc 
and Cojuangco is already well known. TI 
leader of Manindigan is Ramon del Ros 
rio Jr, chairman of AsianBank Corp. whi 


. has close links with the Soriano family - 
-currently at daggers drawn wii 


Cojuangco over control of beer giant S 


Miguel Corp. 
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BUSINESS OPPORTUNITIES - 





IN A FAST-CHANGING ASIA 


FINANCIAL EXECUTIVES 
INSTITUTE REGIONAL 
CONFERENCE 


Hong Kong - March 5 and 6, 1992 
Island Shangri-La Hotel 


This conference will bring together 
business leaders and government 
officials to speak on key economic 
and investment trends, as well as 
on issues and opportunities in the 
areas of telecommunications, 
infrastructure development, 
banking and finance. 


. The Conference fee is US$600 
(HKS4,680) for FEI member and 
. US$630 (HK$4,920) for non 
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Kal governor and former property deve- 
oper, Emilio Osmena, who has made his 
rovince a thriving business community. 

Former chief justice Marcelo Fernan 
vas persuaded to make a bid for the presi- 
lency in November not by any political 
»arty but by Cebu-based business mag- 
sates. Antonio Gonzalez of Mondragon 
ndustries had come out openly in support 
f Fernan, even disclosing to the REVIEW 
hat his company had spent P15 million 
US$566,000) for Fernan's campaign com- 
nercials on television. 

In the event, Fernan opted to become 
Mitra's running mate, compensating for 
Mitra's lack of appeal to some business- 
nen, who had seen him as a traditional 
»olitician keen on building a power base 
ather than pursuing appropriate economic 
»olicies. Sources also claim that Fernan has 
»een able to woo the support of the Chi- 
1ese-Filipino business community as a re- 
;ult of a Supreme Court ruling that adopt- 
ad a liberal interpretation of immigration 
aws in a case last year. 

For some Makati-based entrepreneurs, 
hough, Mitra's appeal lies in his political 
style. One industrialist likened Mitra to 
former US president Lyndon Johnson. 
"He'll horse-trade," he says. In his view, it 
is better to go for a traditional politician 
like Mitra who can get things done by 
working with, rather than against, the 
Congress. One of Mitra's major strategists, 
officially his treasurer, is Manuel Zamora, 
a businessman who had been chairman of 
Security Bank and Trust Co., until it was 
sold off to a Chinese-Filipino and Taiwan- 
ese group. Several Chinese-Filipino textile 
magnates, including Philip Ang and 
George Siy, are among Zamora's business 
associates. 

Another Mitra strategist, congressman 
Luis Villafuerte, had been the executive 
vice-president of the defunct Bancom 
group of companies, which in the 1970s 
was the training ground of many of Ma- 
nila's current top financial executives. Also 
believed to be a core Mitra supporter is a 
former logger from Palawan province, Jose 





Alvarez, whose Columbian Motors Corp. 
has rapidly expanded as an assembler of 
subcompact cars in the past two years. 

While initial funding from businessmen 
is important to candidates, more crucial is 
substantial support when the campaign 
gets under way. As the campaign pro- 
gresses and a particular candidate is seen 
as a front-runner, other moneyed people 
may throw in their support as a political 
investment. 

Whatever side businessmen are on, all 
agree that the election will be expensive. 
With 165,000 electoral precincts, a serious 
presidential aspirant will have to spend, at 


the very least, P1,000 per precinct on \ 
ing day, not to mention the weeks lead 
up to the election. Political bosses in 
country's 1,500-odd towns are quoting 
average figure of P1 million per towns! 
which would mean P1.5 billion to run 
campaign in their areas. Estimates c 
presidential contender's necessary cof 
range from P200 million to P1 billion. ^ 
one stockbroker said he expected the e 
tion would cost a total of P20 billion. Si 
there is no longer a Marcos controlling 
money supply, the cash will have to cc 
from the Philippines Inc. 

m Rigoberto Tiglao and Nigel Hollo! 
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Heavyweight contest 


Election lineup points to fierce fight for presidency 








By Rodney Tasker in Manila 
Presidential elections in 
the Philippines have al- 
ways been personality- 
oriented affairs, and from 
that perspective, the 11 
May poll will be no dif- 
ferent. But other, more serious considera- 
tions, will come into play to distinguish 
this election from any other held in the 
country. 

Eight substantial candidates had regis- 
tered by the 7 February deadline compared 
with the straight fights featured in all pre- 
vious presidential polls. Further, the ideo- 
logical divisions among them span the 
political spectrum from Right to Left, un- 
like the conservatism that characterised all 
the players in former contests. 

The unprecedented number of presi- 
dential aspirants should also create a free- 
ranging election atmosphere, given that an 
incumbent president — in this case 
Corazon Aquino — is not 
seeking a second term. 

Another potentially 
significant new factor in 
the election is that for the 
first time the US has ex- 
pressed little interest in 
the outcome. Before, the 
perception among Filipino 
voters was that the US 











US having to abandon its military base 
the Philippines, American officials say 
special relationship is becoming a thin 
the past. 

In the presidential line-up, Edua 
Cojuangco, Vice-President Salvador La 
and Marcos’ widow Imelda are Righ 
Centre; holding the Centre are former 
fence secretary and Aquino's choice F 
Ramos, and House Speaker Ramon M 
to the Left are veteran Sen. Jovito Salo 
and perhaps Sen. Joseph Estrada. ' 
widely known for the films in whic 
once starred, Estrada is also a populis 
which puts him in the same categor 
the tough-talking former agrarian-ref 
secretary and immigration chief Mir 
Defensor Santiago. 

Currently favoured as the man to | 
Mitra may have failed to gain Aqui 
endorsement, but he has the formid 
pro-administration Laban ng Demo 
tikong Pilipino (LDP) party network 
launching pad. Conversely, Ramos has 
all but a small faction of the LDP macl 
Having Aquino campaigning for him 
be a mixed blessing given her wa: 
popularity, while Ramos' invocation o 
revolutionary spirit that overthrew Me 
in 1986 through his new Lakas ng | 
party could prove a dubious asset as n 
Filipinos now focus on more tangibl 
sues than the somewhat ephemeral “ 
revolution." 





ibbling with Imelda. 

Salonga of the old Liberal Party and 
s running-mate, Sen. Aquilino Pimentel, 
e projecting themselves as guardians of 
e nationalist and progressive camps. 
1e 71-year-old Salonga has topped all 
ree senatorial polls in which he has run, 
it his age and perceived physical 
firmity may now blur his image among 
ters. His campaign also lacks the 
nding that most other major candidates 
joy. 

Estrada and Imelda may end up as 
arginal candidates, in some ways for 
nilar reasons. Estrada may have a popu- 
t image at street level and is regarded by 
me student groups as progressive, but 
any more serious-minded Filipinos see 
m as a none-to-bright, has-been matinee 
ol. Imelda has access to at least some of 
e vast wealth accumulated during the 
arcos era, which can translate into po- 
ical support, but her dramatics as the 
rsecuted widow seeking the love of the 
or defy credibility. 

However, the other lady in the pack — 
ntiago — may yet prove to be a wild 
rd. While she lacks cash and a party 
twork, her outspoken drive against 
rruption and other social ills has made 
r popular in national surveys, particu- 
ly among the younger well-educated 
ters. u 


VIETNAM 


New directions 


Press takes bolder stand on corruption 


By Murray Hiebert in Hanoi 


ate last November, Lao Dong, Han- 
l oi's labour-union weekly, published 

a devastating account of the alleged 
misdeeds of a former deputy forestry 
minister, including the charge that he had 
issued 120 fake permits for the illegal ex- 
port of timber products. 

What was new about the article was not 
its content — many of the details had been 
reported earlier and had already prompted 
the Council of Ministers to fire deputy 
minister Than Trung Hieu. But what sur- 
prised readers was the timing of the arti- 
cle. It appeared a month after the Supreme 
People's Organ of Control and Investiga- 
tion, either with the agreement of or under 
pressure from the communist party, had 
dropped the investigation of criminal 
charges against Hieu. 

Lao Dong advertised its 28 November 
1991 report as the first of a five-part series, 
but more than two months later the second 


article has yet to appear. Editor Tong Vi 
Cong says he dropped the series at the r 
quest of the court's investigating bod 
which asked him to turn over the new 
paper's evidence after it faced increasir 
calls from the National Assembly and tl 
press to reopen the Hieu investigation. 

Lao Dong's decision to begin the seri 
after the court had dropped the charg 
against Hieu demonstrates increased co 
rage by Vietnam's press and attempts 
improve its credibility since the comm 
nist party launched economic and politic 
reforms in late 1986. But the newspaper 
willingness to abandon the series indicat 
how much the press still remains a tool : 
the party. 

Until five years ago, Vietnamese new 
papers were generally dull and numbe 
their readers with endless accounts of h 
roic workers churning out ever great 
volumes of rice or bicycles in Vietnam 
march to a brighter future. One of the mo 
striking differences today is the increasin 
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ole newspapers play in reporting mis- 
nanagement, corruption and abuse among 
arty and state bureaucrats. 

Some of these articles have landed re- 
»orters in trouble. Many, particularly in 
»tlying provinces, have been fired and 
iome have been arrested for reporting cor- 
uption by local officials. Reporters who 
wo years ago broke the story about the 
»ending collapse of the Thanh Huong Per- 
ume Co., which was running an illegal 
»yramid scheme for savings depositors in 
do Chi Minh City, were warned by the 
icheme’s operator to keep quiet or face 
'terrible consequences." 

“Before 1987, we only reported the or- 
lers of the communist party," says Duong 
&y Anh, editor of Tien Phong, a Hanoi- 
zased youth weekly. "Now we dare to re- 
»ort controversial stories about central 
committee members and provincial party 
eaders." Newspapers in Ho Chi Minh City 
recently reported a scandal involving the 
city’s housing department, which last year 
sold hundreds of government-owned vil- 
las to local officials at a fraction of the mar- 
ket price. Many of them made for- 
tunes by re-selling the houses. 

Some newspapers have used 
their increased freedom to cham- 
pion greater social equality. Several 
years ago, Tuoi Tre, a Ho Chi Minh 
City youth magazine, complained 
that in the selection of students for 
state-run colleges priority was given 
to children of revolutionary families 
rather than to the most talented stu- 
dents. Eventually, the government 
agreed, at least in theory, to base 
college entrance on merit and stop 
discriminating against Catholics and 
children from families which had 
supported the US-backed regime in 
former South Vietnam. 

But some Vietnamese view the 
changes as largely cosmetic. “The press is 
a little freer to talk about corruption,” says 
the former editor of one of the best news- 
papers in South Vietnam during the war. 
“But the newspapers just criticise small 
things. They never criticise government 
policy or high-ranking officials.” 

Although the press champions the par- 
ty’s moves towards a free market economy, 
news-reporting on political or diplomatic 
developments has not changed much since 
pre-reform days. While ordinary Vietnam- 
ese have surprisingly accurate information 
about the workings of the party and gov- 


ernment. this news rarelv gets timelv cov- 


news. Vietnam Newsagency publishes two 
daily internal bulletins that reprint foreign 
press dispatches about international events 
and developments in Vietnam. One of 
these is only available to the top few hun- 
dred officials in Hanoi. 

Editors attribute much of the secrecy in 
the media to the communist party’s 30 
years of war against France and the US. 
“Because of the long war everything in 
Vietnam is considered a national secret,” 
Cong says. “After renovation, we still have 
not clearly defined what constitutes a na- 
tional secret.” 

As communism began unravelling in 
Eastern Europe in late 1989, Vietnam’s Na- 
tional Assembly passed a new press law 
outlawing private publications and giving 
the government authority to vet new 
newspapers and to appoint or dismiss edi- 
tors. The law prohibited the press from 

“inciting the people to oppose the state” 
and from “disclosing state, military, secu- 
rity, economic and diplomatic secrets.” 

Directly or indirectly, all Vietnamese 
newspapers belong to the state and most, 
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— vendor: ‘guided’ information. 


if not all, editors are trusted party mem- 
bers. During a media conference in Hanoi 
in late January, party chief Do Muoi re- 
minded editors that "information must be 
guided" and that the press is a "shock force 
on the ideological and cultural front." 

Muoi said that not all of the country's 
media has been performing its responsi- 
bilities. “There have appeared not a few 
press articles and books which negated the 
past, distorted realities and history, sowed 
the seeds of pessimism and advertised a 
pragmatic way of living, and have had 
negative effects on society," he said. 

Prior to the reforms, editors had to clear 


against socialism." 

Once a week, editors meet party . 
government officials who brief them 
how to interpret recent developments 
upcoming events. And once a month Ic 
logy Department officials meet editor 
discuss their performance. "They dire 
criticise us,” says Le Van Nuoi, edito 
Tuoi Tre, one of the hardest-hitting mi 
zines in the country. "We not only liste 
their assessment, but also respond to t 
criticisms." 

Sometimes the party does more t 
criticise. In June 1991, it orchestrated 
removal of Nuoi's predecessor after 
published an article suggesting that for 
president Ho Chi Minh had a wife, a v 
contrary to the party line. 

Until a few years ago, Vietnam's p 
often provided valuable insights into 
country's politics as reformers and « 
servatives aired their political differe! 
in the newspapers. Two years ago, p 
buro member Tran Xuan Bach used 
Phong magazine to call on the party t 
low greater political pluralism, but he 
. Soon ousted from the party's ru 
| : body. However, with an increa 

number of publications offerir 
£ greater diversity of views, the p 
E appears in recent years to have 
a less decisive role in domestic 
litical wrangling. 

Since newspapers and mi 
zines have lost their state subsi 
under the reforms, they have 
been forced to turn out better 
lity and more attractive prodi 
Consequently, the circulatio1 
many publications has incre 
dramatically. For example, 
Tre's circulation has jumped ! 
30,000 once a week a decade ag 
100,000 four times a week. Althc 
publications have begun selling 
vertisements for the first time, most of ! 
income still comes from circulation. 

Press liberalisation has also led tc 
birth of dozens of new magazines as ! 
istries and state institutions turn to : 
lishing as a means to make money. H 
and Ho Chi Minh City each have t 
dailies and more than 60 weekly 
monthly magazines. Most provinces 
have smaller publications of their ow? 

In response to the competition, n 
publications have turned to the cove 
of sex and crime, subjects which wer 
limits in this prudish communist so 
until a few years ago. Fearing that 
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ARCOTICS 


Fields of dreams 


leroin trade flourishes along China-Burma border 


i Bertil Lintner in Mangshi and- 
iili, northwest Yunnan 


ess than four years ago the Burmese 

Government considered Liu Go Shi 

an insurgent, outlaw and a drug 
ifficker. Today, he is making more heroin 
an ever before — but he has somehow 
anaged to become a respectable citizen. 

Although his refineries are located in- 
le the former insurgent-held area in the 
irtheastern corner of Burma's Shan state, 
u himself lives under the protection of 
e Burmese army in the garrison town of 
inghsai near the Yunnan frontier. 

He has invested some of his drug for- 
ne across the border in China in the local 
urist industry: his Daung Pyu, or White 
acock, Hotel ranks among the most luxu- 
us in this booming border town. Even 
ore startling, on 28 January 1991, 
u and his colleagues welcomed the 
> Drug Enforcement Administra- 
n and several UN agencies to their 
se at the Burmese border village 

Mong Ko to witness a "drug- 
rning ceremony.” 

The extraordinary situation that 
s emerged in the drug-producing 
"as along the Sino-Burmese fron- 
« can also be observed at the offi- 
1 border post at Se-Gao across the 
weli river from Ruili, another 
iom town in northwest Yunnan. 
^ Gawng Maktop, a small hill 
erlooking the vast timber depots 
5e-Gao, heroin can be bought less 
an 200 m from the nearest Bur- 
ese army outpost and a Chinese 
rder police station. 

At the drug-burning ceremony at 
»ng Ko a year ago, Pheung Kya- 
m, the overall commander of the 
imer insurgent forces in the Mong 

region and the adjacent Kokang area, 
«iged: “Heroin processing will stop in 
*1 and we'll completely eradicate poppy 
Kivation within six years." 

In reality, Mong Ko has since developed 

» perhaps the most important centre for 
»oin refining in Southeast Asia. Produc- 








despite official claims to the contrary. This 
year's harvest, now being collected in 
Mong Ko, Kokang and other areas in the 
Burmese sector of the Golden Triangle, is 
believed to be in the order of 2,200 tonnes 
— more than double the figure three years 
ago — narcotics officials say. 

Official Burmese complicity in the drug 
trade could be initially explained by politi- 
cal expediency. Northeastern Burma's bor- 
derlands were for years under the control 
of the Communist Party of Burma (CPB), 
the country's most potent insurgent force. 
However, in March-April 1989, CPB army 
commanders and rank-and-file mutinied 
against the party's elderly Maoist leader- 
ship. 

en had been the main source of con- 
tention between the orthodox political 


leadership and the free-booting CPB army 


Pajau 


commanders. For Rangoon, however, the 
mutiny could not have been more timely, 
analysts say. Within weeks of the putsch, 
the chief of Burma's military intelligence, 
Maj.-Gen. Khin Nyunt, travelled to the bor- 
der to meet some of the new leaders, in- 
cluding Pheung’s younger brother, Pheung 
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the lucrative drug trade. 

It is also evident that the authorities 
Rangoon are economically benefiting fro 
the trade, intelligence sources say. Accor 
ing to official figures reported to the IM 
Burma has no more than US$300-350 m 
lion in foreign-exchange reserves. Hov 
ever, unofficial estimates compiled by er 
bassies in Rangoon indicate that Burma 
actual foreign-exchange holdings may | 
as high as US$850-900 million, most : 
which is reported to be deposited in ove 
seas banks. 

Intelligence sources, diplomats ar 
other observers add that they suspect lau: 
dered drug money has paid for a substa: 
tial part of Burma’s recent purchase : 
more than US$1 billion worth of milita: 
hardware, mainly from China. 

China's complicity in the trade, hov 
ever, appears more complex. While Wes 
ern narcotics officials are impressed wi 
the obvious sincerity of many Chinese ofi 
cials in Peking who seem genuinely co 
cerned about the spread of drug addictio 
especially in Yunnan and other southei 
provinces, at the local level the reality aj 
pears markedly different. 

Although pictures of captured drt 
traffickers awaiting execution à 
displayed in virtually every tow 
and village along the Burmese bo 
der, local authorities seem to hay 
no qualms about letting Liu an 
others invest their drug money ` 
hotels and other "joint ventures" 
Yunnan. The chemicals needed : 
produce drugs flow freely across tl 
border from China to Burma, eve 
at the official border checkpoint 
Wanting-Panghsai. 

Former CPB commanders are al: 
regular visitors to border towns : 
China. For example, a major tra 
ficker in the former CPB area nor! 
of Kengtung in eastern Shan stat 
Lin Mingxian — who is also know 
as U Sai Lin — has just built a fort 
fied mansion in Jinghong, Xishuan; 
banna. 

Lin's group in eastern Shan sta 
is said to be the best-organised : 
the ex-CPB militia forces. "In Mor 
Ko and Kokang, there are lots of priva 
drug traffickers and pedlars. The market 
free," a source close to Lin told the REVIE 
in Yunnan. “But in the Kengtung area, tl 
trade is monopolised by Lin and h 
deputy, Zhang Zhiming.” 

As a result, local trafficking is almo 
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»ationals, ex-Red Guards who came across 

e border during the Cultural Revolution 
n the late 1960s to fight as volunteers 
alongside the CPB. When most such volun- 
seers were recalled to China in the late 
4970s, Lin, Zhang and a few others were 
eft behind for intelligence purposes. 
Zhang, at least, is reportedly still closely 
'onnected with Chinese security services. 

"|n spite of a significant warming in re- 
ations between Rangoon and Peking over 
*he past few years, the Chinese still seem 
to think that it's important to maintain a 
direct foothold inside Burma, and they're 
using the former CPB forces for this pur- 
pae a well-placed source said. “Zhang is 

eir main liaison officer, in charge of main- 
taining some kind of control over the 
former CPB forces. He's useful for them. 
That's why they don't interfere with his 
business." 

While the ease with which ex-CPB com- 
manders have established relations with 
authorities on both sides of the frontier 
may be unique in present day international 
drug trafficking, the way in which the UN 
has become involved is even more extra- 
ordinary. 

Shortly after the CPB mutiny and the 
new alliances of convenience in the north- 
east were forged, the Burmese Government 
launched a "border-development pro- 
gramme" in these previously neglected 
frontier regions. UN officials were invited 
to tour the former CPB areas and Rangoon 
requested assistance from the world body. 
This resulted in a number of highly un- 
likely meetings in the border areas. 

On 19 March 1991, for example, the 
state-run Working People's Daily reported 
that a team of UN experts had visited the 
hills north of Kengtung where they held 
talks with "leaders of the local nationals U 
Sai Lin and U Kyi Myint." The UN officials 
were probably unaware that these two 
names are aliases for Lin and Zhang. 

Other UN teams ventured up to 
Kokang to hold talks with Pheung and his 
new personal assistant, To Kwong Sum, a 
former Hongkong policeman who retired 
in 1977 in connection with a corruption 
scandal. 

According to the Working People's Daily 
of 12 July 1991, the UN Development Pro- 
gramme (UNDP) had committed US$1.3 
million to support various projects in the 
former CPB areas. The UN Drug Control 
Programme, whose Burma project ended 
last December, is investigating the possi- 
bility of supporting crop substitution 
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Chasing the dragon 


Drug traffickers develop new export routes 


By Bertil Lintner in Baoshan, northwest 
Yunnan 





few years ago, China's tourist au- 
thorities opened the town of 
Baoshan to foreign visitors. This re- 
mote Yunnanese town no doubt has much 
to offer tourists in search of something dif- 
ferent: old wooden shophouses line wind- 
ing backstreets, while horse-drawn carts 
remain the main mode of transport. 

But the central notice board near the 
main tourist hotel shows there is more to 
Baoshan than just picturesque architecture. 
Rows of photographs of arrested criminals 
are on display. With their hands tied be- 
hind their backs, they carry signboards giv- 
ing their names and crime. Their names, in 
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Baoshan ominits face the bullet. 


Missing 
link 


By Stacy Mosher in Hongkong 


Burmese drug lord Pheung Kya-shin's 


new assistant, former Hongkong police- 
man To Kwong Sum, was spotted in the 
colony early this year. He is believed to 


turn, are crossed with red ink to ind 
that they have become "non-persc 
Shortly after the pictures were taken 
convicts were executed with a bullet i1 
neck. Baoshan is a major centre for « 
trafficking in Yunnan. 

More than 100 trucks, mainly lo 
with timber from across the Burr 
border, leave Baoshan for Kunming 
day. However, some of the logs are 
lowed out and packed with heroin 
tined for markets in Yunnan and fo 
port abroad. 

A kilogram of 90-95% pure he 
fetches between Rmb 10,500-12 
(US$1,925-2,200) in Mong Ko and Kol 
in Burma. Across the frontier in Baos 
the price increases to Rmb 50,00( 
Kunming, 700 km away, the same am 
can cost as much as Rmb 100,000. 

But the word in Baoshan is that n 
of this trade is now going in another d 
tion, though the sources do not attri 
this to the crackdown in Yunnan. G 
the immense profits involved, few ob: 
ers believe the executions have had any 
nificant deterrent effect. 

Mong Ko sources say the reason ft 
drugs are now being smuggled thre 
China is that the Burmese military, w 
goodwill is vital to the traffickers, dc 
want to upset Peking, their closest int 
tional ally. This may help explain wh 
creasing quantities of drugs are now I 
sent by truck convoys from the north 
ern border areas down to Mandalay in 
tral Burma, and why the army has r 


To was charged with 10 serving 
two retired police officers in a consp 
trial in 1976. The officers were accus 
accepting bribes in return for overloc 
traffic violations at a time when the r 
force was riddled with syndicates 
nected with ised crime. 

Of the 13 defendants, 12 were 
victed — h four who had ple 
innocent subsequently had their co 
tions overturned by the Court of Ap 
To was the only defendant to be f 





; vehicles available to the traffickers if 
ey trade in that direction. 
From Mandalay, narcotics are trucked 


»wn to Rangoon and Moulmein and then | 


nt by sea to Malaysia and Singapore. 


'utheast Asia-based narcotics officials say | 


ey have noticed that an increasing 
imber of Burmese coastal vessels carry- 
g charcoal to Penang in Malaysia are re- 
rning with gold, an unusual payment for 
ch a cheap cargo. 

Well-informed sources also say that 
ore and more drugs are being shipped 
wards the west, from Mandalay to 
onywa and on to Tamu opposite the In- 
an state of Manipur. Drugs also enter In- 
a via Kalemyo and Chin state to 
izoram across the frontier. Drugs des- 
ied for India are for local consumption as 
ell as for onward shipment. 

Until the recent increase in tension 
ong the Bangladesh-Burmese border, 
irmese drugs were being shipped to 
aittagong via Alikadam in the Chittagong 
ill Tracts. While most of these drugs 
me from Burma's northeast, Bangladesh 
urces say that new poppy fields have 
en reported near Paletwa in Burma's 
ün State, previously not an opium pro- 
icing area. 

But despite these new routes, the con- 
j| of the trade remains in the hands of 
»werful syndicates, who continue to su- 
rvise the traffic from their outposts in 
ong Ko, Kokang and Baoshan. 

The decrease in drugs entering China 
sm Burma could also explain why, for 
2 first time since the authorities de- 
oyed the vast poppy fields in Yunnan 
d Sichuan in the early 1950s, there are 
*dible reports of opium production in 
tina itself. 

Peking's Legal Daily reported in Octo- 
r that the Chinese authorities had de- 


syed an opium crop in a remote moun- | 





Home Cooking 


Laksa. Pasta. Sushi. 
Shark’s fin soup. Steaks. 
Whether you re from 

Japan or Johor, America 
or Alor Setar, our dishes 


m area in Inner Mongolia. 


more than 10 years before turning 
in Burma. He reappeared in Hong- 
at a press conference at the end of 
under the alias Tu Sam and the 
.e of "adviser to the Myanmar 
] (Kokang region) Action Com- 

Hee against Narcotics.” 
© was accompanied by another 
wn, Ma Tak, who a year had 
for a local television crew to 
^ the first drug-burning ceremony in 
^ma's border areas. The delegation’s 


will remind you of 

home. Minus memories 
of washing up. The 
Equatorial. À definite 


home advantage. 
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SRI LANKA 


Sinhalese backlash 


4ardliners stymie Tamil autonomy proposal 


By Manik de Silva in Colombo 


Ithough President Ranasinghe 
A Premadasa remains committed to 

ending the 10-year civil war with 
he separatist Liberation Tigers of Tamil 
3elam (LTTE), rightwing Sinhalese opposi- 
‘ion is blocking any real progress towards 
;»eace. This seems clear from the fate of a 
*ecent plan involving concessions to the 
Tigers. 

That faint possibility of a peace solution 
surfaced at the end of 1991 when S. 
Thondaman, tourism and rural industrial 
levelopment minister in Premadasa's gov- 
ernment and leader of the Ceylon Work- 
ers’ Congress (CWC) — Sri Lanka's largest 
trade union — announced he had a pack- 
age he intended to negotiate with the Ti- 
gers. The Tigers are seeking a separate 
Tamil Eelam state in the north and east of 
Sri Lanka, a demand that is anathema to 
the majority Sinhalese. 

Thondaman had declared in August 
that the Tigers should be granted the sub- 
stance of their demands, meaning au- 
tonomy if not a separate state. In Decem- 
ber, he unveiled his package to a parlia- 
mentary select committee appointed to 
work out a peace formula and stirred a 
hornets’ nest. 

Gamani Jayasuriya, the only cabinet 
member of former president J. R. 
Jayewardene’s government to quit over the 
controversial 1987 Indo-Lankan peace ac- 
cord, was quick to organise resistance to 
the Thondaman proposals. 

“The sleeping Sinhala lion has woken 
up and now that he's awake, he won't be 
easy to tame,” warned Jayasuriya. The in- 
fluential Buddhist clergy, backed by a sec- 
tion of the non-governmental media, joined 
the chorus. But moderates and intellectuals 
sounded a note of caution, saying that the 
Thondaman proposals could be a starting 
point for negotiations. 

Thondaman had planned to visit Jaffna, 
the LTTE heartland, after the Tamil harvest 
festival holiday on 15 January. Following 
protests from opposition parliamentarians 
that he was in breach of privilege for hav- 








Government patrol: ‘unwinnable’ war. 


Thondaman commands an indepen- 
dent political base of Tamil plantation 
workers concentrated in the central hill 
country. Although the CWC, through its 
political wing, fought the last parliamen- 
tary elections on common lists with the 
ruling United National Party (UNP), it has 
always asserted that it is not a part of the 
UNP. As a member of the Jayewardene 
cabinet, Thondaman once won a wage in- 
crease for plantation workers by instigat- 
ing a CWC-backed strike designed to em- 
barrass his own government. 

Thondaman's aborted initiative coin- 
cided with attempts by the Tigers to ex- 
plore alternative channels. This has become 
a matter of some urgency, since the mili- 
tary is reportedly urging a fresh onslaught 
on Tiger bases. Furthermore, the Tigers, 
already weakened by sustained fighting 
throughout 1991, are also rapidly losing the 
material and moral support of New Delhi, 
which has been patching relations with 
Colombo. 

Hence the Tigers' signals to Premadasa 
that federalism — a climbdown from their 
original demand for a separate state — 
might provide the long elusive solution. 


hardliners in Colombo are not convin 
"The Tigers have always been read: 
negotiate when they feel the heat. They 
under heavy pressure in India follov 
their role in the Rajiv Gandhi assassina 
[in 1991] and they can see the [mili 
forces confronting] them in Jaffna. So i 
time-buying exercise once again," 
hardliner said. 

Nor have the Sinhalese majorit 
southern and central Sri Lanka forgc 
how the current fighting began in J 
1990. That was when the LTTE resumec 
war after abruptly breaking off 14 mo 
of talks with Premadasa. Within 
breathing space, Tiger leader V. P 
hakaran, making common cause v 
Premadasa, succeeded in getting the In: 
peacekeeping forces out of the north 
east. 

Despite bad faith by the Tig 
Premadasa has to reckon with the fact 
the pot cannot be kept on the boil fore 
Many observers see the war as unwinn 
by either side. Even if Colombo disco 
the cost in civilian casualties and thr 
all it has into capturing Jaffna, a quick 
clean finish is unlikely. Observers feel 
a political solution that addresses the é 
rations of the Tamil minority is vital 
lasting peace. 

Premadasa, remembering the dan 
of any private arrangement between 
government and the LTTE, has turned t 
all-party conference and the parliamen 
select committee to seek the consensu 
needs for a lasting settlement. Explain 
Colombo's reluctance to offer its own 
posals, cabinet spokesman Ranil W 
remesinghe said the government prefe 
to help the select committee to evolv: 
acceptable package. 

That package may be slow in corr 
since the committee is still in its prel 
nary stages. As for the all-party confere 
its present composition defies conser 
Sirima Bandaranaike's opposition 
Lanka Freedom Party has withdrawn f 
it, the LTTE is not represented, and ver 
tle progress has been made despite se 
months of discussions. 

The sticking point in any possible < 
tion is likely to be the continuing merg) 
the northern and eastern provinces 
single unit of devolution. This merger 
temporarily arranged under the term 
the Indo-Lankan peace accord. A refe 
dum on the merger was to have been 
in the eastern province — populate 
approximately equal proportions 
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Traveller s Tales 


his week's cover on Eduardo 
Cojuangco is published almost 
exactly a decade after a cover 
story on the coconut industry 
hich spotlighted the media-shy "Dan- 
ng's" wealth and connections. Our 
ven-page 1982 article was three months 
preparation and included details of 
iare transactions involving Cojuangco, 
an Ponce Enrile and other beneficiaries 
the remarkable coconut scheme involv- 
g a levy on coconut sales in combination 
ith a trading and milling monopoly. It 
eated the huge United Coconut Planters 
ink out of what had been a 
nall Cojuangco family in- 
itution and provided slush 
nds on a scale which were 
markable even by Marcos' 
indards. 

The REVIEW's descrip- 
ms of the share deals and 
issing billions in levy funds 
d not help relations with 
ile whose legal actions 
ainst the REVIEW had ear- 
T stopped us from circulat- 
g for two years. But it went 
wn well with Prime Min- 
er Cesar Virata, who was trying to 
olish the levy, and with the leading critic 

the monopoly former vice-president 
nd currently ambassador to Washington) 
anny Pelaez, himself a coconut planta- 
in owner who — probably not coinci- 
ntally — was the subject of an assassina- 

n attempt. 


PHILIPPINES 


e Review was not permitted to be repre- 
nted at the recent Asean summit in Sin- 
pore. From Kuala Lumpur Michael 
itikiotis made at least as good a job as 
-the-spot correspondents of covering the 
bstantive debate and its outcome from a 
ns-national perspective. But it is always 
tter to be there to absorb the atmosphere. 
I am grateful to The Star of Malaysia for 
mg Chun Wai's description of differing 
ean attitudes to the press: 

Hosting its first international meeting in 
ades, the Singapore Government took great 
ns to make sure the fourth Asean Summit 
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Singapore's Information Ministry officers acted 
jumpy at times. One such occasion was when 
Malaysian journalists, used to “cornering” 
their national leaders for news, decided to 
exercise their privilege to speak to Interna- 
tional Trade and Industry Minister Datuk 
Seri Rafidah Aziz on her arrival at Changi 
Airport. Datuk Seri Rafidah willingly an- 
swered questions, but the liaison com- 
mittee was not amused. “Journalists are not 
supposed to ask questions,” one of its officials 
reproached the press later. “Except at press 
conferences,” she hastily added, on seeing looks 
of incredulity all around. 

A British Broadcasting 
Corp. reporter remarked that he 
was pleasantly surprised to see 
Foreign Minister Datuk Abdul- 
lah Ahmad Badawi backslap- 
ping Malaysian newsmen on a 
first-name basis. 

A summit official admitted 
that he found it hard to believe 
that Malaysian and Thai VIPs 
were so friendly towards the 
press. "It was an eye-opener for 
us. I guess we acted a little pro- 
lective because we have never 
come across such situations." 

Said Singapore Straits Times reporter: "We 
were shocked to hear that Malaysian journal- 
ists actually call up their officials or ministers 
by telephone." 


Equally shocking for many will be a book 
which has been the subject of attention by 
our in-house trivia expert Michael Taylor. 
It is the Nude Pacific Travel Guide published 
by Tuppy Owens and the Tahanga Re- 
search Association of La Jolla, California. 
After intensive study of this regrettably 
unillustrated volume on behalf of fellow 
travellers, Taylor writes: "For Planet and 
Liberty" is the weighty dedication on page 
one of the guide. Such self-assuming ear- 
nestness soon, thank heavens, degenerates 
into good natured green philosobabble. 
But in and among the wealth of data, 
useless except to those pebble-spectacled 
“nakists” huddled round the fire in some 
northern clime dreaming of a Pacific idyll 
where they can be liberated from their 








cause of nuke bomb testing by the Fren 
Government. Yachties should bring geig 
counter?” 

Asia mostly remains firmly buttone 
and braced. Hongkongers can contact 
“swing club” but the mailing address is 
cold and damp Wales. However, no whe 
seems to have so put off Tuppy as Pitcai 
Island, populated by descendants of tl 
lust of mutinous British sailors for almo 
naked Polynesians. The guide warn 
“Very Christian. Behave quite prudish 
when you visit the 67 inhabitants : 
Pitcairn Island." 

Perhaps the Pitcairn experience was : 
dour that it bred hints of optimism amor 
the nakists about what they could expe 
elsewhere. “Sumatra: mostly Muslim, wii 
some Christians," it notes cryptically. Ni 
an encouraging start. But the island “i 
cludes jungle" — clearly an invitation ! 
apes to go naked. 

Such optimism crosses the straits to Sii 
gapore: “The Sentosa Development Cor 
says "Topless sun-bathing on Sentosa is n 
encouraged.” But is it actually forbidder 
Apparently not, implies the guide. An 
volunteers for a test case? 


A sharp eyed reader has supplied 1 
with what I vainly hope will be the fin; 
episode of The Darkie Saga. Last 17 Ock 
ber we drew attention to a new expr 
priation of the now disgraced Darki 
toothpaste brand and its famous gril 
ning minstrel log: 
, “Who makes it an 
DAR KIE where?” we aske 
PEPPERMINT of a packet of mini 
bought in Guilit 
Now in the Frienc 
ship Store in Pe 
king Curtis Smit 
has bought 
packet and on th 
box they were in h 
found the follow 
ing, curiously mi: 
spelled, attributior 


EAS S b 





n 


PEPPERMINT 


AIDS IN ASIA 


ARTS & SOCIETY 


The Africa syndrome 


India confronts the spectre of a massive epidemic 


By Hamish McDonald in Madras 


Sitting at her desk in the 
microbiology department of 
Madras Medical College, 
Suniti Solomon says the com- 
ing of AIDS to India has 
transformed her sense of In- 
dian identity. “I now know that we are not 
what we think we are.” For a long time, 
she and many other prominent Indians 
believed that India’s deep-seated family 
traditions, social conservatism and spiritu- 
ality would protect it from the ravages of 
the global Alps epidemic, unlike the more 
^promiscuous" cultures to the west and 
east. Solomon, for one, sees things differ- 
ently now. 

In the five years since HIV was 
first found among prostitutes in 
Madras, the dimensions of the 
AIDS plague have multiplied 
alarmingly, particularly the way 
the epidemic is spreading viru- 
lently in Maharashtra (the state 
surrounding Bombay) and Tamil 
Nadu (around Madras). These 
two states with a combined 
population of 135 million, notes 
New Delhi's Directorate-General 
of Health Services in its latest 
AIDS Update, "resemble the pat- 
tern of Sub-Saharan Africa where 
the principal mode of transmis- 
sion is through heterosexual 
contact." 

So far only 103 AIDS cases have 
been reported in India, and 6,400 cases of 
HIV infection, a minuscule number in a 
population of 844 million. Yet no health 
workers believe that more than a fraction 
of the total picture has been drawn in. “It 
can only be a guestimate," said S. P. 
Tripathy, director-general of the Indian 
Council of Medical Research (ICMR). "You 
take the number of prostitutes, multiply by 





Learning to count: testing blood for HIV in Madras. 


drastically its current Rs 200 million 
(USS7.75 million) anti-AIDS programme. It 
is designed to block paths of infection like 
contaminated blood supplies, and attack 
heterosexual transmission through educa- 
tion and promotion of condom use. An- 
other target is an AIDS epidemic in the 
Northeastern states along the Burmese 
border, spread by widespread intravenous 
(IV) heroin use. The tendency to blame it 
all on outsiders — Tripathy's predecessor 
suggested banning sex between Indians 
and foreigners — has gone. 

Last year, India became the second 
country after Zaire to accept foreign loans 
for its AIDS programme. It will get US$85 
million from the World Bank over five 
years, in addition to special funding from 
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the World Health Organisation and the US 
Government. 

Like many other professionals grap- 
pling with this new enemy, Solomon has 
become familiar with many subcultures of 
India previously kept out of sight or ig- 
nored: "Before we started working on AIDS 
we didn't know so many things: that there 
were so many prostitutes, IV drug users or 


in this area, but I went around like a b 
man," he said. 

Apart from the activities of a small 
mopolitan elite, extra-marital sex in | 
tends to be what most AIDS workers ca 
a cautious neutral way, commer: 
Women engage in it for survival. Or 
submit to sexual demands to obtain w 

[n some cities commercial sex is hi 
visible and organised: Bombay has at 
timated 100,000 women in organ 
prostitution serving a large populatio 
unattached men; Madras has about 5 
women in the trade at any one time, r 
ing to and from the hinterland. Wome 
squatter settlements sell sex for as litt 
Rs 5 on the Madras beach, along c 
banks, in vacant lots or city parks. "Pr 
tution is illegal here, but am 
can find a woman," said Su 
raraman. "It takes only 10 t 
minutes of effort." 

Their clients come fron 
social backgrounds. Labor 
and dockworkers use the ch 
est open-air prostitutes. Ever 
brahmins have their own c 
nels: in certain Hindu tem 
the elderly women who nv 
with worshippers will arr. 
a rendezvous with part- 
prostitutes. Male prostitutic 
largely unorganised. Teene 
and young boys who sell 
nuts on the beach during 
day sell their bodies at r 
when large crowds move ar 
the seashore. 

The possibility of women or boys 
ing clients to use condoms is very 
They know the client can simply mo 
to the next person. Brothel owners an 
cooperative, said Sundararaman. "U 
in other countries they do not fee 
women are an investment," he said. ^ 
are moved on every 45 days. They ar 
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Ye has not heard of ams. “I deal only with | 
tter people and I trust they do not have 
vy problems so there's no need for con- 
oms," she said. "We have an intuition 
ho could have a disease so we don't go 
ith these clients." 

In a Madras park frequented by homo- 
xuals after dark, Anthony and six friends 
t smoking a marijuana joint. All are rent- 
ys, who work the trains for male clients. 
Ne have been doing it for 8 years and we 
m't have AIDS," Anthony said. "Homo- 
xuals don't get AIDS." 

When prostitutes do take precautions 
'ainst sexually transmitted diseases 
TDs), they are often half-measures. 
attershot prescription of penicillin by 
icket-shop doctors has produced resistant 
rains of diseases. Few women inspect 
emselves or worry about genital sores 
til they grow painful enough to prevent 
em from working. As a result, the risk of 
terosexual transmission of HIV is greatly 
creased. Already, ICMR head Tripathy 


timates that 30% of Bombay and Madras 


ostitutes are infected. 
Ignorance also abounds among the 


ents, and infections are taken back to .. 


ives in the villages. India is currently 


aerant workers: seasonal plantation la- 
urers, peddlers, transport workers, con- 
auction labourers. 
As in Africa, Indian truck drivers are 
serging as a key vector of HIV infection, 
ah sampling in Tamil Nadu showing an 
‘idence of about 3% positive. Women 
em impoverished villages stand by 
edges or culverts and flag down trucks, 
hang around the dhabas (tea shops). “Ifa 
ck parks nearby other trucks will stop 
d form a queue,” said Sundararaman. 
In southern India, folklore about health 
pending on a balance of heat and cold 
¿kes sex essential "Driving long dis- 
ces definitely transfers heat from the 
wine into the body,” said Farhad Basha, 
“Sex is the only way to get it out.” 
sha always takes a condom on trips — 


patch up leaks in his air-brake hose. : 
ou rarely use it for sex, unless you defi- $ 
aly know someone is unhygienic,” he Ef 






4. "How can four inches of rubber help 
reducing the risk of ADs, when there is 
much body contact and the disease 
A rels by air, from the breath?” eu 















"The drap db se path of AIDS infection is 
turning into a heterosexual one as it 
spreads from addicts to their sexual part- 
ners. The northeastern state of Manipur is 
estimated to have about 30,000 addicts 
among its 1.8 million people, according to 
narcotics-control agencies. The number is 
thought to be doubling each year, and 
among 3,000 recently tested for HIV 54% 
showed signs of the virus. 

The network of defences provided by 
the government's AIDS programme is scant. 
Efforts are being made to ensure safe blood 
supplies in the four big metropolitan health 
services by testing all units of blood. 
However, clerical errors have led to infec- 
tion in one case, and it will be a month or 
two before laboratories have testing kits 
that can detect antibodies for the HIv-2 vi- 
rus, which is also believed to have reached 
India. In Tamil Nadu, only about 25% of 


the total blood supply in all hospitals and 
clinics i is being tested. 


When blood tests indicate HIV contami- 


nation, the blood is simply destroyed and 
no attempt i is made to inform or maintain 
- contact with the donor. "If we contact the 
pplied with about 1 billion condoms a - 
ar, a small number considering its |. 
spulation. As well as the stationary 
orkforce who might use a prostitute on. 
“y-day, there is a large contingent of —. 


person, tomorrow no one will come for- 
ward to donate blood," said Solomon. 
"They will. say the government will send 


_ Someone to your house and everyone will 





out it. It will damage the voluntary 


: system. We tell the donors that if you want 
(do iknow about t your test, come forward and 


we'll tell you.” 
In one celebrated case, a group of 834 
Tamil prostitutes “rescued” from Bombay 






andis sent back to Madras i in May 1990 
given the preliminary HiV test, shov 
65% positive result. Most of the your 
women subsequently disappeared fro 
the authorities’ view. Two are known 
have developed aps, and at least o 
committed suicide. 

Ignorance and panic has led to the ir ir 
prisonment of people infected with H 
without any legal basis. Several hundre 
drug-users with HIV are locked up in tl 
Imphal Central Jail in Manipur. Even 
hospitals, people with HIV tend to.1 
shunned. A major task for the Heal 
Ministry has been to dispel myths amor 
doctors and nurses about the way HIV 
spread. 

As yet, an obvious gap separates tl 
health educators and the people they nee 
to reach. Mass-media education is becor 
ing more explicit, but is still constrained. 
explaining the use of condoms. It fails 
reach the truck drivers, most of who 
have never met a health education work 
or seen any government advertisement T 
lating to STDs. 

The urgency is penetrating top. leve 
of officialdom. Tamil Nadu's health mi 
ister participated in World AIDS Day : 
December 1991 for the first time. The dez 
of a women's college bought T-shir 
advising condom use and distribute 
them to all her students. The real impact: 
the epidemic will come as the suspecte 
vast number of HIV-positive cases start d. 
veloping into AIDS. "People have not y 
seen AIDS patients," said Solomon. "Th« 
have not seen anyone they know UE 
of it." 
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Fatwas and sensibility 


Indonesia seeking ways to cope 


By | Suhaini A. Aznam i in x Jakarta m 


When Mustar Adjid died of 
AIDS recently, the Indonesian 
ulamas, or Muslim leaders, of 
ME Last lava refused to allow his 
ME body to be bathed according 
* to Muslim ritual. Instead, a 


dry — called bertayamum, usually 
resorted to in severe illness or drought, was 


anyone to contamination. "Bathing tl 
dead is compulsory in Islam," acknov 
ledged East Java Council of Ulamas chi 
K. H. Misbach. "[But] safeguarding tl 
healthy is far more important than seeir 
to the dead,” he told Tempo magazine. 
Not all Indonesian ulamas agree. Sor 
feel the precautionary measures were tc 
extreme, at the expense of sacrosanct la 
rites. The national council, Majelis Ularr 
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he past three months has that admission 
»ecome public. The World Health Organi- 
sation (WHO) has set a 1992 budget of 
JS$500,000 for the entire AIDS effort in In- 
lonesia, including basic awareness, health 
»ducation, surveys, research, laboratory 
work and blood testing in four cities. The 
ndonesian Government has allocated Rps 
250,000 million (US$124.81 million) in its 
8992-93 budget effective in March. Re- 
search is still young, awareness minimal 
ind the campaign itself barely begun. 

There are only 21 reported cases of AIDS 
and only 30 people have tested HIV-posi- 
Kive, mostly in the usual high-risk groups. 
Of the 21, 18 have died, all of them males, 
most of them homosexual. Four of the HIV 
carriers are women; two are the wives of 
AIDS victims and two are prostitutes. One 
third of those who have died or are carriers 
are foreigners, but the rest are Indonesians, 
suggesting that AIDS has started to creep 
through the local population. 

Indonesia is at à crossroad in defining 
its response to AIDS. The number of victims 
is still so low, and the virus spreading so 
slowly that Indonesia, unlike other nations 
in the region, may be able to hinder its 
spread. A rigorous education campaign, 
especially among high-risk groups, and 
early detection through testing, are essen- 
tial to containing the disease. Indonesia is a 
case study of how a sprawling, populous, 
developing country copes with AIDS. 

As the largest Muslim country in the 
world, Indonesia is also a case study of 
how to balance practical safeguards against 
moral and religious attitudes. The contro- 
versy over Mustar's burial rites illustrates 
how difficult this balance is to achieve. Any 
effective preventative campaign requires 
open discussion of sex, often in defiance of 
religious sensibilities. However, Indonesia 
has in its favour a cultural pragmatism, 
elevated to a fine art among the culturally 
dominant Javanese, that gives equal weight 
to religious precepts and social sense and 
sensibilities. 

' Indonesia's well-organised religious 
groups are fairly influential within certain 
circles and age groups. "We have to in- 
volve them," says Dr Suriadi Gunawan, 
head of the Communicable Diseases Re- 
search Centre at the Health Ministry. “If 
they are not supportive, they could hinder 
the programme.” 

In recent decades, Indonesia has proved 
to be one of Asia's most pragmatic coun- 
tries in terms of population control. Its 
family-planning campaign of the 1970s and 


unknown in the villages. Fortunately for 
Indonesia, drug abuse is not endemic and 
of the 2,500 drug dependants receiving 
hospital ——— less than 1% use opiates 
which require needles. 

While health officials count themselves 
lucky that Indonesia's villages may escape 
AIDS, they are less sure about the cities. All 
the preconditions for the spread of AIDS are 
in place, notes a foreign observer. Muslim 
or not, many city-dwellers engage in extra- 
marital sex. The major cities have a visible 
transvestite community and thriving com- 
mercial sex districts. 

The government recently issued an or- 
der that all blood donated to the blood 
bank in the aforementioned four cities 
must be screened. The Indonesian Red 
Cross screens donors; the Ministry of 
Health, through its provincial health serv- 
ices, screens the high-risk groups. The 
screening is done under routine health 
programmes which also check for sexually 
transmitted diseases (STDs) and viruses. 
Blood-donor screening will be compulsory 
in 15 cities beginning in March. The tests 


numbers of prostitutes out of the pr 
sion and into a government-run rehab 
tion programme in the red-light distri 
which both prostitutes and brothel ow 
contribute money every month; afte 
quiring alternative work skills, the wc 
use the money to start new lives. 

Outside the high-risk groups, va: 
responses have emerged. Someone c 
for all AIDS victims and HIV carriers | 
quarantined. Others see efforts to pre 
prostitutes and homosexuals from 
tracting AIDS as a waste of public ft 
since they had sinned anyway. Meanw 
some doctors still do not know \ 
symptoms to look for, given their lac 
exposure to AIDS cases. 

Fortuitously, Visit Indonesia Year ( 
was all but over when the AIDS : 
hit the country, so there was no bacl 
aimed at tourists or the drive to at 
them. As in other countries, comm 
leaders and health officials have point 
tourists as the first known victims, E 
ing the decadent West for infecting 
country, and finally, realising with cor 





Brothel in Dolly, Surabaya: we don't use condoms here, thank you. 


now cost about US$3-4 each, but Indonesia 
is planning to produce its own reagents in 
Lombok that should reduce the cost to 
US$1 each. 

Health officials’ fears are com- 
pounded by the relatively high rate-of STDs 
in the general population, which encour- 
ages other viral attacks. Unlike in the West, 
STDs remain largely untreated here. Their 
high incidence among prostitutes is espe- 
cially alarming because of emerging evi- 
dence of a link between AIDS and STDs. 
Those with srDs often suffer from genital 
sores that provide an easy route for HIV 


nation that the virus had spread to tł 
cal population. 

Health Ministry officials admit 
there may be as many as 2,500 AIDS < 
working on a WHO factor of 100-a 
cases for each known. This projec 
however, does not take into account 
social conditions which the more sang 
hope will reduce its incidence. 

Majelis Ulama Islam is less conce 
with numbers than principles. Alth 
not all the ulamas subscribe to the East 
fatwa on last rites, they share the belie 
because AIDS was the direct outcon 
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Immigrant viruses 


\IDS moves freely over the Thai-Burma border 


y Bertil and Hseng Noung Lintner 
| Chiang Mai 


Nang Leng was born in a 
small village in the Kengtung 
area of the eastern Shan state 
of Burma, near the Thai bor- 
der. When she was 18, about 
a year ago, she drifted down 
' Thailand and found a low-paying job in 
Chiang Rai restaurant. From there, she 
rifted to Chiang Mai and into prostitu- 
on, joining the stream of young Shan 
omen from Burma who make up the 
iost recent contribution to Thailand's 
iriving sex industry. 

“I'm happy here,” says the petite Nang 
eng, after a night's work at one of the 
afes" dotting the seedy redlight district 

Santitham. Santitham is a far cry from 
ingkok's glitzy Patpong strip which to 
st Outsiders epitomises prostitution in 
iailand. Here, there are no go-go dancers, 
'cktails or rock music. Customers simply 
100se a girl and pay about Baht 100 
JS$4) for a session in a room behind the 
£e, or 200-400 Baht for a night in a motel. 
nd the clientele are mostly locals, not 
reign tourists as in Patpong. 

“I make Baht 10-12,000 a month," Nang 
ng says, "half goes to the owner of my 
fe and the rest is mine. After spending 
me on make-up and clothes, I still send a 
t of money back to my mother." 

Among the estimated 10,000 Shan 
omen working as prostitutes in Chiang 
ai alone, Nang Leng considers herself 
sky. She has time off and relative free- 
»m, unlike thousands of other Shan 
men who are locked up in brothels and 
‘tual prisoners of their pimps. 

She is also lucky because she has not 
intracted AIDS or the HIV virus. Dr 
charn Vitiyasai of Chiang Mai University 
found that the AIDS situation in Chiang 
ul is especially grave. According to his 
search, 72% of the prostitutes tested for 
Ww who charge Baht 30-50 are infected, 
mpared with 30% of those who charge 
tht 50-100. Only 16% of those who charge 
»re than Baht 100 are HIV-positive. But 





tute like Nang Leng says: “I’ve never heard 
of anyone here getting AIDS. I’m tested 
every month and there's nothing. I think 
somebody's trying to scare us.” 

Other Shan sources in Chiang Mai say 
it is common for local brothel owners to 
approach infected women, offer them a 
few hundred Baht and tell them, “It’s time 
to go home and visit your mother." 

Vitiyasai's research and Nang Leng's 
reaction highlight the enormous dimen- 
sions of the AIDS problem. The sex indus- 
try, rather thàn intravenous drug use, has 
become the major medium for spreading 
the disease. As AIDS creeps into the hetero- 
sexual population along the Thai-Burma 
border, low-paid prostitutes — usually 
from Burma — are the most vulnerable. 

Returning prostitutes have spread AIDS 
to Burma at an alarming rate. Unlike 
Thailand, Burma lacks funds, expertise and 
an efficient network of health workers to 
deal with the problem. Local hospitals are 
primitive and few, if any, use disposable 
syringes. These factors, combined with the 
country's role as a major drug-producer 
and source of recruitment for Thai prosti- 
tution rackets, make Burma the weakest 
link in the anti-AIDS chain in Southeast 
Asia. 

Burma may therefore have the highest 
— or most rapidly growing — infection rate 
in the region. Officially, Burma has some 
30,000 registered drug addicts, but unoffi- 
cial estimates by UN agencies put the ac- 
tual figure at around 160,000, of whom at 
least half are already infected with HIV. 
Recently, a government health official in 
Rangoon privately told a UN official that 
his department had tested 10,000 drug ad- 
dicts in the capital — and found 85% of 
them HIV-positive. 

Agents for prostitution rackets visit vil- 
lages in the Kengtung area and offer young 
women “good” jobs with a high salary in 
Thailand. Parents often receive an advance 
— the “strangle money” which leaves those 
who accept the offer in bondage. And even 
when that money has been repaid, the 
young woman is already dishonoured; 
most of them actually prefer to remain in 


in Burma, locked up, assaulted and rape 
and then released. They were almost i 
mediately picked up again by the rack 
eers and returned to Thailand. 

Prostitution is also spreading rapic 
inside Burma itself. Teenage prostitutes i 
terviewed by UN personnel in che; 
brothels in Rangoon said they saw over 
clients a day, increasing the likelihood 
rapid transmission of the HIV virus. 

Seen in a broader perspective, prostit 
tion, AIDS and drug addiction are sym 
toms of the disintegration of Burr 
Nearly all of the young prostitutes fro 
Shan State who work in northern Thailai 
have come since 1988, the year of a pr 
democracy uprising in Burma that t 
government suppressed violently. Sin 
then, thousands of Burmese have been : 
rested, more than 10,000 dismissed fro 
government jobs and at least 100,000 ha 
sought greener pastures abroad. 

In 1990, the State Law and Order Rest 
ration Council (SLORC) attacked the la 
remaining stronghold of resistance to | 
rule: the Buddhist sangha. Hundreds 
monks were arrested and the rest cows 
into submission or bribed into loyalty 1 
lavish donations of colour TV sets ar 
airconditioned cars, further threatenir 
Burma's social fabric. Moreover, the Bu 
mese economy has deteriorated to a poi 





Opium market in northern Shan state. 


where many will do anything to survive 

In a border region like Kengtung, tl 
disintegration is especially apparent b 
cause of the proximity to free-wheelin 
materialistic Thailand. Thousands of m« 
have gone to work on construction sites 
Chiang Mai and many women have b 
come prostitutes. Significantly, only oi 
ethnic group from Kengtung is missir 
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4 harpsichordist in Peking 


Gtitching Porcelain: After Matteo Ricci in 
Sixteenth Century China by Deborah Larsen. 
New Directions, New York. US$9.95. 


The story is an epic one, both in its de- 
ail and its historical significance. Little 
wonder that it continues to inspire scho- 
arly and imaginative interest. The Italian 
Matteo Ricci’s (1552-1610) progress to- 
wards Peking where the Emperor Wanli, 
“he object of his mission, sat at the heart of 
:he Ming empire, was slow and full of inci- 
Jent. Ricci is stoned, robbed and arrested. 
His companions die, his ship is wrecked. 
Throughout it all, he is engaged in a heroic 
struggle to understand the language and 

ple of a world he finds so different 

m his own. In this last effort, his success 
was truly remarkable. 

Ill and dispirited, he begins to study 
Chinese in the early 1580s. Within a year 
or so, he is able to hear confession in the 
language. By the 1590s, he has begun to 
translate the Four Books of the Confucian 
canon into Latin and in 1595, he publishes 
his first composition in Chinese, the Treatise 
on Friendship. The physical toll was palp- 
able: “They do not know that it is they who 
are the cause of these white hairs," he says 
of the people he has come to convert. 

Deborah Larsen senses "everywhere 

. . Something afoot, unwritten” in this 
story. Inspired by Ricci's own journals and 
Jonathan Spence's The Memory Palace of 
Matteo Ricci, her sequence of 22 poems at- 
tempts to recapture something of its men- 
tal drama. She does so effectively and her 
lines often evince a surprising, haunting 
beauty. The genesis of her title illustrates 
her method. Speaking of the "fertility and 
products of the Chinese Empire" in the in- 
troductory section of his journal, Ricci re- 
marks on Chinese porcelain which ^will 
bear the heat of hot foods without cracking 
and, what is more to be wondered at, if it 
is broken and sewed with a brass wire will 
hold liquids without any leakage." 
Larsen's transformation: "Your porcelain is 
so fine, so thin/a brass wire can repair it to 
hold the new rice-wine./Once I saw you 
beneath the bamboo/ of a thousand facets 
— slim sticks, nodes and joints — bent 
back/ from the world, stitching porcelain." 

As with many travellers to distant 








a poem on the famous world map that 
Ricci first drew in 1584. 

For some, however, Ricci's depiction of 
the world "spoke Chinese" in a way that 
was all too easily understood. In an entry 
in his journal of the year 1610, Yuan 
Zhongdao (1570-1624), a late-Ming literatus 
who had met Ricci several times, tells of 
reading the news of the Jesuit's death in 
Peking. He speaks of Ricci's claim that the 
earth was shaped like an egg with upper 
and lower worlds. It is a claim Yuan found 
not at all surprising; as much was said in 
various Buddhist sutras. Ricci saw differ- 
ences wherever he looked. Those he met in 
China and impressed with his learning and 
wisdom sought to accommodate him 
within their traditional world view. 

m Duncan Campbell 





Stitching Porcelain 





S pore fling 


The Man from Raffles by William Overgard. 
Simon & Schuster, New York. US$19. 95. 


The estate of the late Ian | Fleming is 
encouraging authors to write new adven- 
tures of James Bond. If the resulting stories 
can be labelled “Son of Bond,” William 
Overgard’s The Man from Raffles fits the 
category “Grandson of Bond.” Its protago- 
nist, Lawrence Slinng, moves from danger 
to high risk, from bed to bed, from one 
exotic setting to another, remains relatively 
unscathed, and emerges as an engagingly 











man, pedantic and exacting, who had 
friended him and now railed at him 
fool who would waste himself with he 
gans and booze. Slinng agrees. His wot 
made him mortal and he came of ag 
twenty." 

The book's beginning is oddly disc 
aging, as the author throws a series of 
connected sketches at the reader, full oi 
and violence. But soon this confusing 
lage gives way to a coherent narra! 
which has Slinng arriving at Raffles H 
in Singapore, where his father, Ne 
Slinng, who used to manage the place, « 
in a mysterious bathtub drowning. Wa 
murdered, and if so, by whom? Lawrt 
has come to find out. 

Along the way, Slinng develop 
passion for a beautiful, sexy, tough-tall 
blonde named Miri Brooke, perhaps a 
scendant of the legendary White Ra 
Sarawak. Not that there aren't other 
sorted nymphomaniacs along Lé 
Slinng's path, which leads to encour 
with Singapore's underworld, the b 
market in antiques, ever-present t 
gangs, and finally headhunters and | 
nibals in the backwaters of Borneo. 

In the great Bond tradition, ther 
also a super-villain, an Australian bill 
aire named Hartog, whose glorious yz 
the Sulu, is involved in a convoluted 
surance fraud. Hartog has a well-foun 
grudge against Slinng Senior; was he, 
haps, the murderer? The author is be: 
sailor talk, details of boat design and 
eration, but tends toward exaggerated 
man types. At times, he confuses the re 
by switching from past to present te 
and back again. The tourist agencie 
Singapore and Sarawak are likely to res 
Overgard’s extra-colourful description 
their territories with disdainful det 
ment. 

The Singapore evoked here is one 
rather raffish Raffles Hotel, unlike the 
that has just been restored; of you 
motorcycled hoodlums; old, wise 
nearly omnipotent triad masters; : 
generally, of a vibrant, glamorously sle 
underworld — anything but the scrub 
litter-less yuppy-land we know so wel 

Another incongruity is the auth 
made-up legend that Old Man Sli 
invented the Singapore Sling. To 
serious historian of the Drinking Arts, 
is anathema. This needs correcting, | 
and now. The origin of the term “sling 
unknown, but may refer to mixin; 
“slinging around" various ingredient 
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seldom comes 













with a guarantee. 


Seldom indeed. Which is why the new 
Athena Guaranteed Financials Fund, the 
latest fund to be launched by E.D.& F. Man, 
is well worth a closer look. 

Its. combination of. exciting potential 
growth and reassuring guaranteed return 
of capital and income is an act that few 
can manage. ~ 


You receive a guarantee that at 

| least your initial investment will be 

ium at the maturity date of the Fund 
in 1999, 


e You get the opportunity to benefit 


from the exceptional capital growth 
potential in trading a portfolio of inter- 
national financial futures and forwards 
P vk d advised by n Harding & 
“Lueck. 


e You. Base the option to take à 

guaranteed annual income of up to 
496 of your initial investment (you decide 
how much), whilst still benefiting from 
capital growth potential. 


e The guarantee is provided by ABN 
AMRO Bank. One of Europe's largest 
banks. 





Adam, Harding & Lueck (AHL) is one of 


the largest commodity trading advisors in 
the world, with LIS $200 million under 
advice. They specialise in ^ using 
sophisticated computer models to evaluate 
investment strategies within the highly 
active financial futures markets. 


And their success can be measured in the 
performance of the funds they advise - 
23.496 composite compound annual return 
between Ist Sept. 1983 and Ist Nov. 1991. 


23 | SOURCE: MICROPAL 
j| STB- NOV SI 






alomon US Goveraient Bond index: MAR CTA Dollar er dede — i 

S&F Index-Intal Return: AHL Composite Index). l = 
AHL is part of the ED. & F. Man Group, - 
which is a world leader in derivative 
investment products, with approximately 
$1 billion under advice. 


How to invest 

Athena Guaranteed Financials Units 
are on offer for a limited period, 

from January 10th until March 6th 
1992. The minimum investment for the: 
Guaranteed Capital Units, is $10,000 — or 
$30,000 if you take the Guaranteed Income 
Units. If you would like more information 
on how to benefit from AHL» trading 
strategies through the Athena Guaranteed 
Financials Fund please contact any of the 
offices below or retum the coupon. 


London: Michael Quenington. Tel: 444 (71) 626 8788 
New York: Annette Cazenave. Tel: +1 (212) 912 8714 
Bahrain: Magdi Elbadawi. Tel: +973 533288 
— Kong: — Hall. Tel: +852 521 2933 


ů— ů———— ae —— —— — 





ATHENA GUARANTEED FINANCIALS LTD. 


To: Robin Creswell, International Sales Manager, E.D. & F. Man International Ltd., Sugar Quay, Lower 
Thames Street, London EC3R 6DU, England, 
Please send me more information, a prospectus and application form for the Athena Guaranteed Financials Fund. 

I note that the offer period is from 10th Jan. to 6th Mar. 1992, | 
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REPORT 





BPRING FEVER BEGAN early in Europe and the US. Financial mar- 
Kets in New. York worked themselves into a lather of anticipation 
about President George Bush's proposals to stimulate the US 
economy. In Germany, meanwhile, negotiators averted a strike in 
the steel industry with a hefty pay award. But the circumstances 
of both events suggest that a sizeable business recovery in the 
‘world’s major economies is further off than the politicians would 
like to think — a prospect which makes things look better for 
bonds than for equities. 

The long trail of leaks about Bush's State of the Union mes- 
sage, delivered at the end of January, made disappointment al- 
most inevitable. A range of fiscal proposals (including a cut in 
<apital-gains tax) is expected to inject a mere US$25 billion worth 
of extra purchasing power into US expenditure this year, assum- 


The pessimists, on the other hand, are saying that the slim 
of the fiscal package shows how little room the US Governr 


.has for manoeuvre. The federal deficit for the current fiscal 


(which ends next September) is forecast to total US$400 bi 
and is unlikely to fall below half that figure at any time during 
1990s. 

What Bush's moves could mean for the markets over the 
year or so is that US equities (particularly cyclical stocks) anc 
US dollar may perform strongly on the back of even a mild 1 


- mess recovery. Two political factors appear likely to continue I 
ing the dollar in 1992: instability in the former Soviet Union (w 


weakens the Deutschemark) and scandal-tainted leadership i 
pan (which softens the yen). . 
Since the beginning of January, the latter has had a gr 
influence, but the situation may reverse itself by April. The « 


ing that Congress goes along with them. 





.. Bush is clearly hoping that further stimulation. will prove un- 
necessary: officials predict 2.2% growth this year and 3% next. Yet 
in the fourth quarter of 1991, the US economy expanded | at an 
annual rate of. only 0.396, according to preliminary e | 





Prime. av ir 


are steadily lengthening against the political survival of Japa 
vister Kiichi Miyazawa. beyond June. — 

By contrast, Russia is expected to join the IMF by April and 
should. Seed up ae to underpin the country y's i 





Bullish on bullion 


Things may be looking up at last for gold and gold stocks 


OLD IN ANY form has been a terri- 
ble investment over the past 10 
years. So why buy it now? Sim- 
ply because the 1990s promise to 
be very different. A gold consensus is 
building now among those ranging from 
‘sober-sided analysts predicting a shift in 
investment psychology to prophets of fi- 
nancial apocalypse. It is a consensus that 
foresees the gold price moving to US$400 
an ounce in the short term from current 
levels of around US$350 an ounce. Those 
possessed of a new gold fever forecast a 
price of anything between US$1,500 and 
-U5$2,000 an ounce in a few years. 
-— In dollar terms, gold performed abys- 
mally against stocks and bonds during the 
1980s, while comparisons in non-dollar 
markets are even less flattering. In the past 
three years, gold has fallen 7% in dollar 


By Anthony Rowley in Tokyo 


from the great weight of forward-selling 
by producers via gold loans and through 
futures markets. 

Central banks — especially the former 
Soviet Union's — did their share of selling, 
too, in order to balance their national ac- 
counts. Middle East investors dumped 
heavily towards the end of the 1980s as 
well. Only jewellers and industrial fabrica- 
tors kept faith, increasing their consump- 
tion in line with the doubling of mine out- 
put between 1980 and 1990. 

Most significantly, annual investment 
demand declined to 144 tonnes in 1990 
from 321 tonnes in 1983. Investment de- 
mand is one of a number of factors that 
will decide whether gold soars in the next 
few years, as some believe, or is consigned 
to the scrap-heap of — history, as 
others predict. 


shock, gold collapsed to around half 
price by the end of the decade. Accor 
to James Capel, profits for South Af 
gold mines are now at their lowest lev 
50 years. Philippine mines are just a 
on the bread line, while Western w 
production costs are uncomfortably : 
to current market prices for gold. 

As a result, growth in world mine 
duction has “slowed dramatically,” acc 
ing to Gold Fields Mineral Services of 
don, and is likely to peak out in the ne 
months or so. That is one potential : 
depressant gone. 

Another is uncertainty over how r 
gold the Commonwealth of Indepen 
States (CIS, the former Soviet Union) n 
dump on world markets. John Case 
broker W. I. Carr says Russian econc 
Grigory Yavlinsky's calculations of 





In addition, there is no sign of German interest rates declining 
y time soon. The Bundesbank (the German central bank) has 
'eady indicated that the inflationary pay award in January to 
e steel workers will be met with a further tightening of mone- 
"y policy, if necessary. 

None of these developments looks particularly good for equi- 
s$ in the major markets (except for US cyclicals — and even 
ere price-earnings ratios are at historically high levels) unless a 
stained recovery materialises in the second quarter of 1992. But 
nds remain a good buy. Long-dated British gilts are currently 
aiding 9.5%. This should give a real return of 6% if Britain can 
aintain an annual inflation rate of 3.5% (the average in the 
"mer West Germany for the past 25 years). 

Against that backdrop, the only equity markets in Asia that 
ow promise are those that have fared well since the beginning 
1991. Four stand out: Hongkong, the Philippines, India and 
kistan (not to mention Sri Lanka, whose share market tripled in 
lue in 1991). 

The only major theme which is common to all four of these 
untries is a perception that structural changes are taking place 
their economies which do not necessarily show up in short- 
m figures for GDP or corporate earnings. 

A good example of this is the Philippines, where the 
ckmarket rose by 77% in peso terms last year, even though the 
momy showed no growth at all in 1991. Investors there appear 





exchanges 


g Shaky dollar: fa r 





to be taking into account a number oi structural reforms impli 
mented by President Corazon Aquino's government. Under th 
right leadership — Aquino’s successor is due to be elected in Ma 
— these should bear fruit over the next year or so. 

m Nigel Hollowa 


adually abating as support solidifies.” 
ith suggests waiting for the “second 
ive" of gold buying, which will prob- 
ly follow by six months an imminent 
ward blip. 

A very different picture emerges from 
ent analyses of long-term factors affect- 
' the price of gold. Michael Kile of Gold 
rp., in Perth, Australia, suggests in his 
ase for Gold in the 1990s" that gold is 
w undervalued at anything below 
$400 an ounce and could go very much 
"her. 

How much higher? To US$1,500 an 
nce, suggests Austin Sprake, author of 
ondonderry — the Golden Hole." The 
thor predicts that the current decade will 
a second "Roaring Nineties" for gold, 
t as the 1890s were. 

Such analyses do not assume the pre- 
ice of soaring inflation as an essential 
rredient of gold’s success, as was the case 
the 1970s. On the contrary, Bank Credit 
alyst in Montreal suggests that a rising 
Id price generally coincides with falling 
nd yields and short-term interest rates, a 
ak US dollar and “falling” inflation. 
Kile argues that this is precisely the sce- 
rio that will continue to unfold as gov- 
ments in the US and elsewhere continue 


until Germany and Japan ease monetary 
policy further. Once physical gold starts 
moving up, however, gold stocks move up 
even faster on the expectations of even 
higher prices, say James Capel's Taylor. 

If now is the right time to buy gold, 
then gold mining company shares offer a 
leveraged way into the coming bull mar- 
ket. Investors must be selective, however, 
for a look at company fundamentals such 
as price-earnings (p/e) ratios or produc- 
tion costs are not necessarily reliable indi- 
cators of which companies' earnings stand 
to benefit in the event of a gold price rise. 

Some mines, for example, have fully 
sold forward their production for up to 
two years. These companies' earnings are 
partly fixed no matter what the price of 
gold does. On this score, James Capel fa- 
vours Australian mining companies such 


dismal record 





as Emperor Mines, Homestake Gold Aus 
tralia, Poseidon, and Asarco Australiz 
Others, such as ACM Gold, North Flinder 
and Sons of Gwalia, are less sensitive t 
gold price movements. 

South African gold mining companie 
have generally forward-sold less of thei 
production, so investors should examin 
factors such as the life of the mine, gok 
reserves and production costs. Amon; 
South African gold miners, analysts favou 
Anglo American group's Western Dee] 
Levels and ERPM, a member of the Rarx 
Mines group. Randfontein, a member o 
the Johannesburg Consolidated family, i 
rated a strong buy now. In the Genco 
group, St Helena is termed an “interesting 
speculative buy," while Leslie anc 
Grootviel is recommended for the mon 
bullish speculator. 

W. I. Carr recommends Sumitonx 
Metal Mining — the only Japanese owne 
of operating gold mines. Sumitomo is th 
company most geared to gold among Ja 
panese non-ferrous metal producers. 

For investors who do not want to buy 
physical gold, which is available in a wid 
variety of forms from gold coins t 
kilobars, but still want a more direct pla: 
than gold shares, there are specialist gok 
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3y Michael Westlake in Hongkong 


HIPPING IS NOT out of the doldrums 

yet, but efforts to cut costs and in- 

crease efficiency on trans-Pacific con- 
‘ainer routes are bearing fruit. Conse- 
quently, it may be time to start looking for 
recovery plays. 

While companies at the upper end of 

the industry have ordered new vessels, low 
freight rates, high shipyard prices for new 
tonnage and low prices for steel scrap are 
constraining many operators from sending 
older, less-efficient vessels to breakers’ 
yards. This has resulted in a large over- 
hang of tonnage contributing to financial 
woes. 
But once the world economy picks up, 
steel will be in greater demand, pushing 
up scrap prices and drawing older ships 
out of fleets. This will reduce the overca- 
pacity problem as well as create more cost- 
efficient fleets. It will also set the scene for 
a rapid recovery in profits. 

Moves towards greater efficiency and 
increased market power have already been 
made by Nippon Yusen of Japan, which 
has increased its number of trans-Pacific 
container routes to four from three and the 
number of ships serving them to 21 from 
15. These moves gave the company, which 
is better known as NYK, a 22.3% increase in 
its trans-Pacific capacity and nearly half the 
total capacity of Japanese lines between 
Asia and North America. 

And on 1 November, US authorities 
approved an agreement between Orient 
Overseas Container Line of Hongkong and 


Smoother seas ahead 


American President Line to share space 
aboard each other's vessels and to coordi- 
nate sailings. Under a five-year agreement, 
both companies will carry out their own 
marketing and sales, as well as operate 
their own customer-service divisions. In 
addition to increased sailings, the arrange- 
ment gives both carriers the chance to 
eliminate wasted capacity by deploying 
their ships more efficiently. 

Another aspect of increasing efficiency 
is the build-up of intermodal freight, which 
is the use of container trains across the US 
to increase the reach of West Coast ports. 
From North Asia, this means sending 
cargo to the US East Coast has cut six to 14 
days off the time taken to use the all-water 
route to New York from Tokyo via the 
Panama Canal, and 13-15 days off the time 
via the Suez Canal. 





Increasing efficiency of container routes. 
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In the past four years, the intermc 
route has also cut by half the carg 
arriving by sea from North Asia in N 
York, with the land-bridge taking c 
three days to shift cargoes across the wi 
of the US. This has prompted Kawa: 
Kisen of Japan to stop serving New Y 
by sea. Since 23 December, the compa 
containers are trans-shipped by trains 
container terminal near New York's | 
from the West Coast. Cargoes are t 
distributed directly to customers with 
transitting the port. 

With shipping lines responding to 
mands for greater speed, the shape: 
route structures are changing towa 
more direct, express services. This is gi 
rating a need for a wider network of fee 
services within Asia to bring cargoe: 
hub ports such as Singapore, Hongk 
Kaohsiung in Taiwan, and Tokyo. 

Lurking in the background of this 
creased efficiency, cost-cutting and 
trend towards more partnerships at 
operating level is the fact that more t 
50% of today's container fleets comp 
vessels of less than 12 years of age. C 
tainer vessels are far less prone to 
problems of wear and tear than their b 
cargo counterparts and tend to have 
longer economic lives. 

As more efficient ships are put 
faster services, older vessels will be shi 
to feeder work, possibly creating a gli 
capacity. Early scrapping is unlikely 
cause these vessels will remain ecorx 
cally viable. 

Container lines need an upturt 
freight demand to overcome this ex 
capacity, and that requires an uptur 
the world economy. As a result, there 
no short-term rewards from investmet 
these companies. But long-term pros 
are excellent. 
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Green is a 
buy signal 


By Paul Handley in Bangkok 


SELECTING “GREEN” STOCKS, or environ- 
mentally safe counters, is an investment 
strategy that is largely alien to Asia. But 
given the environmental destruction 


ture of environmental products such as 
water-treatment equipment or scrubbers 
for power plant smokestacks. 

In Thailand, such a re-rating is now 
getting under way, says Mark Street, 
chief representative of brokerage James 
Capel's office in Bangkok. He sees lu- 
crative growth ahead for businesses 
dealing in recycling, waste management, 
energy conservation and emission-con- 
trol equipment. 

Thailand, too, is about to implement 
strict rules on industrial pollution, and 
offer tax incentives for investing in envi- 


those that will have to invest heavily i 
environmental equipment. 

Environmentally pro-active Th: 
stocks include tuna canner Unicorc 
Struggling in a tough market, Unicor 
nevertheless was the first company i 
Asia to embrace the use of dolphin-sal 
drift nets. This has won Unicord er 
dorsements from protect-the-dolphi 
groups. 

In contrast, Taiwan's deep-sea fis! 
ing companies are being cut off froi 
tuna markets because of their contir 
ued use of dolphin-threatening drif 


ape of high yields 


Michael Taylor in Hongkong 


O INVESTOR IN South Africa can ig- 
N nore the still potentially brutal po- 
litical environment supporting the 

intry's economic and financial systems 
and the risk that comes with it. But a 
)-tier exchange-rate system offers for- 
n investors high rewards for their will- 
ness to invest. 
A lot of time and money has been spent 
promoting the idea that the dismantling 
ipartheid laws constitutes the advent of 
ew South Africa. Political disputes 
ut the exact birth date of a new country 
unlikely to be quelled quickly. Never- 
less, if the rand is to re-enter main- 
'am-investment portfolios, it behoves 

international investor to find out 
ething about the currency. 
"South Africa is high risk," says Barrie 
tt of NedFinance. "But if you had been 
ve enough over the last couple of 
rs, you would have made a very good 
irn." 
Scott puts US-dollar returns on foreign 
estment in rand-denominated South 
ican bonds at 30-40% for each of the 
t two years. This return is partly ex- 
ned by a combination of the stability of 
rand and by high interest rates above 
; mandated by the monetary repercus- 
1s of South Africa's international isola- 
L 
lust as important, however, is the two- 
exchange-rate mechanism that was put 
"lace in September 1985 to discourage 
'ign disinvestment. While the commer- 
rand (comrand) is the currency of the 
nestic economy and of international 
le, a floating financial rand (finrand) is 
d as the currency of foreign invest- 
Mt. 
[he value of the finrand tracks the ba- 
e of supply and demand for foreign 
"stment in South Africa. Historically, 
finrand has been a volatile currency 
ling at a fat discount to the comrand. 
discount peaked at around 50% in 
7 


jut the trend has been towards conver- 
ce, and the finrand's discount to the 
wand is currently about 15%. Still, large 
‘folio disinvestments can affect the rate, 


For example, the Eskom 168 bond — 
the instrument most widely bought by for- 
eigners — currently yields around 15.8% 
for local investors buying it in comrand. 
For foreign investors buying in finrand, the 
yield is about 19%. 

For an active bond trader, the volatility 
of the finrand is offset by increased yields. 
A collapse in the finrand would sharply 
increase the yield on bonds in which the 
interest is paid in comrand. The retail in- 
vestor, however, cannot afford to be so 
sanguine about such matters. 

The high interest rates available on rand 
deposits and bonds also reflect the state of 
South Africa's beleaguered economy, 
which had a 1% GDP shrinkage along with 
16% inflation in the 1990-91 fiscal year and 
negligible growth in the 1991-92 fiscal year. 
This largely reflects the balance-of-pay- 


Rand exchange rates 


ments constraints created by international 
financial sanctions. 

Adapting to international isolation has 
been painful, but the economic situation 
is not without hope. GDP growth is expect- 
ed at around 1.5% in the 1992-93 fiscal year. 

There is also hope that inflation will fall 
— if only because of how it is measured. 
By the end of calendar 1992, the increase in 
the value-added tax (VAT), mandated by 
the March 1991 budget and introduced in 
September, will have worked its way 
through the statistics. When implemented, 





"von 
term. The yield curve for the rand is tend 
ing towards the mildly negative. + 

Call-money rates for the comrand, ac 
cording to Kevin Harper of First Nationa 
Bank of Southern Africa, are around 15.5% 
The one-month rate is 16.25%, while thi 
60-day rate is 16.05%, 88-day is 15.9% 
six-month is 15.65% and 12-month i: 
15.15%. 

Of all South African bonds, those issuec 
by Eskom have been the most popular op 
tion with foreign investors. Eskom, th« 
country's largest electricity generator anc 
distributor, has a long and unbroken his 
tory of debt repayment. 

Dennis Chow, treasury manager fo; 
NedFinance, says 48% of Eskom bonds ar 
held by foreigners. The company's bench 
mark bond, the E168, matures in 2008. It i: 
offering a comrand yield of 15.8%; the 
finrand yield is 19.2%. 

Chow says at least four institutions are 
now offering bonds suitable for investmen: 
by foreigners. In addition to Eskom, h« 
says paper offered by the government, the 
South African Post Office (Sapo), anc 
Transnet, the government's transport de 
partment, deserve a Triple-A rating or 
Standard & Poor's measures. 

These government-linked bonds are of- 
fering yields of around 50 basis points 
more than comparable Eskom bonds. The 
RSA 150 bond, which matures in the year 
2008, yields around 19.5% in finrand. 

Chow says this yield gap is a reflection 
of foreign investors' discomfort about 
lending their money to the government: 
only about 13% of RSA paper is held by 
foreigners. He argues that when interna- 
tional opinion of and confidence in the 
government of South Africa grows, RSA 
bond yields will fall to mirror Eskom 
yields. 

If so, investors with RSA bonds can ex- 
pect corresponding capital gains. Similar 
arguments are made for the Sapo and 
Transnet bonds, for which the two most 
feasible bonds are the Sapo 001 and 
Transnet 004. The bonds mature in 2008. 

There is one further risk involved in 
these bonds. Market liquidity for both the 
Sapo and Transnet bonds may be less 
constant than for either Eskom or RSA 
bonds, as only about R3.5 billion (US$1 
billion) of each were issued. 

Helen Yin of Creditanstalt, however, 
argues that international investors' prefer- 
ence for Eskom bonds over government- 
linked instruments is not likely to be 
eroded quickly. The 0.5% higher yield paid 
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Riding Malaysia’s growth 


By John Worth in Kuala Lumpur 


RICES FOR CONDOMINIUMS in Kuala 
P Lumpur have stabilised in the past 

year, but an investment in this type 
of dwelling could still offer rewards, espe- 
cially if the property is in a prime location. 
Long-term investors could enjoy significant 
capital gains if Malaysia's economy con- 
tinues to remain buoyant. 

Nonetheless, there is growing concern 
of an imminent condominium glut in the 
capital and its suburbs, so any investment 
should be made wisely. The number of 
condominiums is expected to increase to 
9,100 units this year and 12,800 in 1993 
from 6,500 units currently, according to Ho 
Chin Soon Research & Consultancy. 

Real-estate analysts believe any drop in 
prices in the condominium market will 
mainly affect low-cost units in secondary 
areas. They say the rental market for 
luxury flats in prime locations is firm. Also, 
average rental yields in Kuala Lumpur of 
about 12% are among the highest in Asia. 
Rental income is subject to taxation on a 
sliding scale of 4% for total annual incomes 
above M$5,000 to a maximum 35% above 
M$100,000 (US$37,000). 

To some extent, the run-up in condo- 
minium prices in the first half of 1990, 
which saw some units appreciate by as 


much as 80%, was fuelled by liberal for- 
eign-investment regulations. Until No- 
vember of that year, foreigners could bor- 
row Malaysian dollars domestically to fi- 
nance residential property purchases. But 
Bank Negara, the central bank, pulled the 
plug that month by announcing that the 
facility be withdrawn. Foreign investors 
now have to raise cash overseas to pur- 
chase Malaysian property. 

Most economists predict that Malaysia's 
base lending rate will increase by 75-125 
basis points this year from the present 
8.50% in order to dampen growing infla- 
tionary pressure. As a result, financing a 
property purchase in US dollars, for exam- 
ple, would appear a wise move right now. 

Essentially, there are three main areas 
where a foreign investor should look: 
Ampang Road and Bangsar and Daman- 
sara Heights outside the city. 

Two-12 Condominium just off Ampang 
Road is a grouping of small apartments 
facing a large swimming pool. Prices at the 
low-rise development, which was com- 
pleted in 1990 and has attracted tenants 
from nearby embassies and high commis- 
sions, start at M$460,000. But because 
Ampang Road is centrally located, traffic 
congestion is increasing. 





Bangsar has several condominium 
velopments to choose from, one of the r 
popular being Bangsar Puteri. This d 
lopment consists of low-rise and high: 
units in a compound with tropical lz 
scaping. Prices are M$320-500,000. 

Another development in this a 
Cascadium, came on to the market in r 
1991. Tony Tong, managing directo 
Sunrise Holdings, the developer, < 
owners who bought their units in 198€ 
enjoying rental returns of 20% a y 
Market prices, however, have incre: 
considerably since then. 

In Damansara Heights, Desa Dan 
sara, which came on to the market a coi 
of years ago, is one of the most pop 
developments in the area. 

At present, it is fully occupied, but t 
can be bought in the secondary ma 
advertised as "lock, stock and barrel. 
other words, purchasers acquire not : 
the apartment but furniture and ten: 
agreements, too. Prices begin at al 
M$480,000. Monthly rentals aver 
M$5,500 for a fully furnished cor 
minium. 

Prima Damansara, a 100-unit deve 
ment completed in April 1990, is ne 
90%-occupied. These units are pop 
with Australian, North American and 
ropean tenants. Monthly rentals re 
from M$3,500 for the smallest apartm 
to about M$8,000 for penthouses. A sm 
second-phase development is expecte 
be completed by year-end. Prices sta 
M$380,000 for small apartments to r 
than M$700,000 for penthouses. 





Safety-first investment 


By Jonathan Friedland in Hongkong 


FOR WEALTHY INVESTORS who want to 
preserve capital but also seek yields bet- 
ter than those on bank deposits, US, 
Swiss and British fund managers are of- 
fering products that mingle zero-coupon 
bonds with an equity-linked sweetener. 

The benefit of these funds is that in- 
vestors can "stay in equities in order to 
reap the rewards, but also be able to 
sleep at night,” says Trevor Robinson, 
who manages such products for Fidelity 
Investments in London. 


"These are defensive products," ex- 
plains a Hongkong-based fund manager. 
"They allow the investor to keep pace 
with inflation, with perhaps a nice sur- 
prise on the upside." 

The rub is that most of these products 
are not geared to the retail investor. To 
date, they are mainly available to indi- 
viduals in Asia through the private- 
banking units of institutions such as 
Citicorp and Credit Suisse. These man- 
agers set a fairly stiff minimum for ac- 
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it has failed to draw much attention i 
Hongkong (where it is managed) an 
has not performed particularly well. T 
date, it has attracted less than US$5 mi 
lion. 

Launched in 1989, the fund guarar 
tees the investor the return of princip: 
placed at the time of launch plus a prof 
margin equal to the biggest spread be 
tween par and net-asset value attaine 
during the life of the fund. Currently th 
means that the investor can withdra 
from the fund with his original inves 
ment plus a return of roughly 5% — onl 
marginally better than the local depos 
rate, and far less than the return availab 
from property or equity investment i 
Hongkong. 

Private-bankers claim they are doir 
better, with their return on principal - 
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ARKET INDICATORS 


Stockmarket, bond and currency trends 











Government Securities Stockmarket performance US Dollar 
Japan 10 Jan. 1992 7 Feb. 1992 10 Jan. 7 Feb. Local US$ 10Jan. 7 Feb. 
Nikkei bond index yield Price % Price % 1992 1992 cureny%  % Compared to 1992 1992 % change 
5-years =< Be = EM US 3,199.46 3,225.40 4175 — Australian dollar 1.3581 13365 -1.59 
10-vears — 588 — EH Japan 22,381.90 22,170.12 -0.95  -0.96 
Pun s 48 a: One Britain — 187420 194510 43.78 — 4389 Canadian dollar (199 — 110 — 222 
Benchmark long-term —* y 1,840.70 a 45.67 ee Deutschemark 1.5612 15788 41.13 
No. 129 bond 106.11 — 5.325 10568 539 rance 49437 90059 — $148 — 40. 
Futures contract (Mar) 10315 — 10225 — tal 531.76 54758 +298 4239 Hongkong dollar 176 "7555 — -006 
Sour: Salomon Bros Asia Switzerland — 76280 78410 — 4282 — «187 Sterling 05505 05609 -0.11 
— Australia — 1,668.00 1,590.90 -462 -3.08 
10 Jan 7 Feb Canada 3,593.39 3,596.33 +0.08 -2.09 Switzerland franc 1.393 1.4087 +1.13 
US 1992 1992 Singapore 40683 413,33 +1.60 — 4229 Yen 125.65 125.67 40.02 
) Hongkong 4,348.92 4711.37 4833 — 4840 
Dow Jones 20-bond index 99.34 99.67 Source: Review Data 
Australia 10 Jan. 1992 7 Feb. 1992 
Redemption yi % % 
"m Selected earnings forecasts 
Commonwealth government 
dond (May 1993) 7.22 7.70 A 
Commonwealth government EEA Dr shee (US covey: 
dond (Sept. 1995) 7.995 8.88 Market Last Current (or Share price — Forecast 
Commonwealth government Latest fiscal capitalisation reported — following) on 7 Feb. p'e for 
dond (Sept. 1997) 8.715 9.55 Company Country yearto end: — (US$b) year year Next year 1992 (US$) current year 
% points 
Margin of AAA-rated 10 Jan 7 Feb 
semi-government stock 1992 1992 
Banking and finance 
Telecom Australia Feb. 1994) — — 8.015 8.70 ANZ Bank Australia Sept. '91 3.12 20.24 — 2634 36.12 306 — 116 
—* Hen —2 da v 2: National Aust. Bank Australia Sept.'90 — 687 6384 5117 5493 564 110 
i perk Nr Westpac Bank Australia Sept. '90 3.89 34.26 21.82 25.59 3.18 146 











Bank of East Asia Hongkong Dec. '90 1.12 14.93 18.05 17.79 3.26 18.1 


10 Jan 7 Feb. Hongkong Bank Hongkong Dec. '90 8.07 2471 36.10 51.05 5.00 13.8 
Britain 1992 1992 Nomura Securities ^ Japan Ma.'9! — 2441 4200 28.28 4482. 1245 440 
> T. A. Govt All Stock Index 124.20 134.78 Sumitomo Bank Japan Mar. '91 47.38 34.20 34.51 42.29 15.08 43.7 
Jnder 5 years 121.99 122.29 Malayan Banking Malaysia June '91 2.10 11.64 — 1264 13.79 280 221 
»15 years 136.48 136.83 Dev. Bank of S'pore ^ Singapore Dec. '90 4.04 31.85 37.50 39.96 7.38 197 
Jver 15 years 145.26 147.96 OCBC Singapore — Dec. 90 — 327 2200 — 2766 3074 550 199 
a ——— ss United Overseas Bank Singapore  Dec.'90 232 2632 2880 3197 418 144 
——— ——— — int. Commercial Bank Taiwan Dec.'90 3.66 13.69 9.44 10.64 398 422 
Jnit Trusts Bangkok Bank Thailand Dec. '90 213 24736 29696 31296 21.26 72 
iz Thai Farmers Bank Thailand Dec. '90 115 257.63 22296 22868 16.36 74 

Bid prices US$ Heavy industry 
“i — —— M Hitachi Japan Ma.'9! — 2348 — 4906 — 4030 — 42 — 71 169 
Honda Motor Japan Ma'9! — 1172 57.61 — 6490 7183 1205 186 
"idelity Nippon Steel Japan Mar.'9! 19.49 981 8.24 7.84 282 343 
‘uropean Trust" I4 1n -1.15 Toyota Motor Japan June'91 43.65 94.93 82.14 87.03 1173 143 
apan Spec. Sit. Trust” i81. 1.64 «589 Malayan Cement Malaysia Nov.'90 — 097 655 — 849 9.58 166 197 
Far East Levingston Singapore ^ Dec.'90 053 1390 15.98 23.97 375 235 
pore & Mal. Trust «412 (45 4326 Keppel Corp. Singapore —— Dec '9 213 1911 2152 24.59 519 241 
SA Oriental Ventures Trust 4055 4209 +3.80 National Steel Singapore Dec. '90 0.58 15.63 15.37 17.21 2.73 17.8 
1 T. Group Straits Trading Singapore — Dec.'9  — 051 6.95 7.38 7.38 1701 — 232 
I$ Small Co. Fund 1859 — 1996 47.37 Hyundai Motor South Korea Dec. '90 1.84 17057 . 22738 266.39 34.11 150 
Kia Motor South Korea Dec. '90 136 12571 6743 9646 2820 418 
lardine Fleming Lucky South Korea Dec. '90 132 16089 19053 12859 2453 188 
Verr cen “ph d be Yukong South Korea Dec.'90 — 13) 11385 9738 12338! 3476 357 
| | | Formosa Chemical Taiwan Dec.'90 2.23 9.18 9.84 8.72 140 142 
tational Mutual Formosa Plastics Taiwan Dec. '90 272 9.36 9.40 9.16 188 200 
uropean Fund" 24 2m 4.73 Yue Loong Motors Taiwan Dec. '90 141 2.50 5.96 4.80 1.59 26.6 
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INVESTMENT 


Rao's new dowry 


New Delhi dismantles more barriers to foreign ventures 


By Hamish McDonald in New Delhi 


oreign investors wish Indian Prime 
Minister P. V. Narasimha Rao and 
his economic ministers would 
travel more often. Their appear- 
ance at overseas business gatherings has 
been the catalyst for New Delhi taking the 
plunge with a succession of deregulatory 
moves and investment approvals. How it 
will play to the domestic audience will be 
tested in coming weeks as parliament sits 
for the 1992-93 (April-March) budget ses- 
sion. 

The latest investment-related package 
was timed for Narasimha Rao's appear- 
ance at the World Economic Forum in 
Davos, Switzerland, in late January. It re- 
moves many of the shackles on the opera- 
tions of foreign joint ventures under the 
notorious Foreign Exchange Regulation 
Act (FERA). The package, which sparked a 
bull run in the shares of listed joint ven- 
tures that sharply lifted the Bombay Stock 
Exchange, was welcomed by foreign busi- 
ness representatives. 

"Every little removal of controls sends 
another positive signal out of the country," 
said Deepak Mukherjee of US chemical gi- 
ant Du Pont, which recently gained ap- 
proval for a Nylon-66 plant in Goa. 
“Investors are beginning to get the im- 
pression that reform in India is not a one- 
night stand. They are talking about a mar- 
riage." 

The metaphor preferred by the gover- 
nor of the Reserve Bank of India (RBI, the 
central bank), S. Venkitaramanan, was a 
"level playing field" for both foreign and 
local firms. The FERA system, which the 
central bank administers, was introduced 
in 1973 as part of a wave of doctrinaire 
socialism and economic xenophobia that 
had been building up since the late 1960s. 
Far-reaching controls were imposed on 
companies with more than 40% foreign 
equity. Many multinationals disinvested 





up subsidiaries, and will be able to move 
into any commercial, industrial or trading 
activity. 

They will also be able to borrow money 
and accept deposits on the same terms as 
local companies. And they will be able to 
deal in and acquire property, though this 
will be a one-way street: they will have to 
use funds brought in from abroad and they 
will not be able to transfer rent or sale pro- 
ceeds out of the country. 


investment surges 


No. of projects 
approved 
(Right scale) 


Scramble 
for scrip 


A nine-month-long rally on the Bombay 
stockmarket has been driven by investors 
celebrating the spate of economic liber- 
alisation measures taken by the 
Narasimha Rao government. More re- 
cently, speculation that the market would 
be thrown open to overseas investors has 
led to a mad scramble for foreign joint- 


Indian businessmen living abroad 
set up business in their native country 
be allowed to retain foreign-currenc\ 
sets without having to declare them t 
RBI, and will be permitted to run fore 
currency accounts with Indian banks. 
existing schemes to “launder” non-resi 
Indian funds through special develop 
bonds and no-questions-asked tran 
have attracted nearly US$2 billion : 
they were launched six months ago, 
have been extended beyond the origin 


| January deadline. 


But the most politically sensitive ch 


' has been the decision to allow use o! 


eign brand names. FERA and other po 
have been used for years to force som: 
eign ventures to use hybrid names su 
Lehar-Pepsi or Hero-Honda. 
Venkitaramanan said foreign inve 
were now free to use their own b 
names, which opens India to global 
keting and advertising campaigns. A1 
can brands have been a red rag to Ir 
leftists for many years, and local corr 
tors have not hesitated to stoke up s 
cion. But the greatest challenge to the 
ernment's foreign investment policy 
seems likely to come from the rightw 
The largest opposition party, 
Hindu-revivalist Bharatiya Janata | 


of foreign joint ventures and expecta 
that proposals on foreign portfoli 
vestment will be included in the bi 
due at the end of February. 

Most of the 270 foreign joint ven 
listed on the Bombay bourse have 
their price-earnings (p/e) multiples 
in the process, to well past 30 times 
ings. Attracting the most interest 
been foreign names such as Unil 
Procter & Gamble, Nestle, Colgate, C 
Matsushita, Pfizer and Siemens. 

The decontrol of brand names 
changes in the Foreign Exchange Re 





iP), recently adopted the line that while it | 
rees with ending the “licence raj" of the . 


ireaucrats, multinationals should not be 
lowed to sweep into the Indian market. 
The secretive, cadre-based organisation 
‘hind the BjP, the Rashtriya Swayamsevak 
ngh, announced a two-week "buy In- 
an" campaign from 14 February, urging 
nsumers to boycott foreign-label con- 
mer goods. The campaign harks back to 
ovements against imported goods dur- 
g India's independence struggle early 
is century. 

Potential investors, meanwhile, are 
ping that a tacit consensus between 
arasimha Rao's minority Congress party 
vernment and the opposition parties will 
ntinue on the main features of economic 
torm. They are monitoring closely how 
e government performs in improving 
acroeconomic conditions — by cutting its 
vn budget deficit — and in implement- 
3 structural reforms in banking, the 
‘wer industry and the labour market. 
Large Japanese and German business 
legations have evinced increasing inter- 
in investing in India but appear broadly 
agreement that the Indian business cli- 
ite is not yet as hospitable as other loca- 
ns for scarce capital. 

Wage rates are low, but so is pro- 
ctivity. Labour is highly specialised and 
> powerful trade unions are reluctant 
abandon traditional, inefficient prac- 
Infrastructure is already inadequate: for 
imple, like all industries with conti- 
ous processes, Du Pont is faced with 
ving to provide 100% power back-up 
its Goa plant. The country has only 5.5 
lion telephone lines for 850 million peo- 
Various local levies slow down distri- 
tion of materials and products: a truck 


non-resident Indians. — ^ e 
In early February, stockmarket au- — 
rities imposed a ban on forward _ 
ding in an effort to cool the market. — 
nilar moves have been tried a - 

mber of times in the past nine - 
mths. The ban flattened daily trading 


















with a valuable cargo may have to queue 
for two or three days at a state or city 
boundary to pay an octroi (entry charge) 
of a few US dollars. Other specific criti- 
cisms are cited by investors: — 
> Although the government announced 
in July that “automatic” approval would 
be granted to most joint ventures with up 
o 51% foreign equity, raised from a previ- 
ous limit of 40%, even the higher ceiling 
compares unfavourably with some other 
capital-importing countries in Asia, where 
100% equity is routinely allowed. 
> Nor is the approval process as “auto- 
matic" as promised. 
» A requirement that all ventures be for- 
eign-exchange neutral is too inflexible. Un- 
der this rule, all imported capital costs, loan 
repayments and dividend flows have to be 
covered from export earnings. 
> Import duties on capital goods are in 
the 130-145% range, compared with rates 
as low as 20-25% elsewhere in Asia and 
the Pacific. 
> While the FERA amendments put for- 
eign and Indian companies on a level play- 
ing field, the remaining system is onerous 
for both, requiring constant entreaties to 
the RBI for foreign-exchange transactions. 
The market for "exim scrip" — tradeable 
foreign-exchange entitlements earned at 
the rate of 30% of exports — has been dis- 
rupted by forgeries. 

Many of these complaints would disap- 
pear if the government could accelerate its 
plans to make the rupee convertible in 
trade transactions within two years, 
though repatriation of capital might still be 


exchange neutrality waived. Five project 
are being studied by US and Australia 
groups involving a total capacity of 2,20 


In telecommunications, the governmer 
is moving to scrap the state-funded deve 
lopment of indigenous large-scale switcl 
ing systems, which has held back the e 
tension of telephone services. New Dell 
hopes to expand the number of telephon 
connections in India from the present 5. 
million to 20 million by the end of the dec 
ade. Alcatel, Siemens, L. M. Ericssor 
Fujitsu, Motorola and Cable & Wireles 
have been talking to the Telecommunica 
tions Department about joint ventures. 

The total value of investments ap 
proved in 1991 is small by Southeast Asia; 
standards, at US$202 million. But it i 
sharply up from the dip of 1989 and 199 
caused by political turmoil, even allowiny 
for a 40% fall in the rupee during 1991, aix 
the momentum is picking up. 

In addition to earlier approved venture 
— which included the return to the coun 
try of IBM, and new projects from Kelloggs 
BMW and Ford (Review, 28 Nov. ’91) — 
several more big names have signalled ; 
new or increased interest in investing it 
India. 

General Motors is to put US$30 millior 
into a joint-venture car and component 
manufacturing plant with Hindustan Mo 
tors, while General Electric will injec 
U5$19 million to take 40% of a venture 
with India's Godrej group to make domes 
tic appliances. Proposals now being for 
mulated are believed to include a tie-ur 





TARA HOTEL 
BANGKOK 


provides 
executive 
travellers 
with 
sustenance 
and 
substance 


As one of Asia's leading hotels, 
Tara Hotel Bangkok 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 

the Asian region. ` 
That's why it provides executive 
guests with the most 
authoritative publication 
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Nissan bows out 


Car maker to shut Australian plant 





By Alan Deans in Sydney 


issan’s decision to close its Mel- 
N bourne car plant acknowledges 
what everyone has known for a long 
time: Australia has too many car makers for 
the size of its market. Now the question 
must be, is this the end of the shake-out? 
Despite Australian car sales having 
slumped to their second-lowest level in 20 
years, there is no imminent risk of another 
pull-out. Nissan's retreat (a rare failure of 
Japanese overseas investment) will give the 
other four makers some breathing space, 
after all. But the surviving quartet — 











^ x Toyota Motor Corp. Australia, Ford Aus- 


tralia, General Motors Holden (GMH) and 


| Mitsubishi Motors Australia — face the 


— — — —  — en — 


uncomfortable fact that a thinning of the 
auto-industry ranks was an intended con- 
sequence of government 
policy. 

Nissan's decision, an- 
nounced on 4 February, will 
mean the closure of its plant 
in Clayton, a Melbourne sub- 
urb, with the loss of 1,800 
jobs. As many as 6,000 more 
jobs could be lost through 
knock-on effects among parts 
suppliers and the wider eco- 
nomy. 

The closure announce- 
ment followed a disastrous 
year for Nissan. Registrations 
of Nissan cars and commer- 
cial vehicles fell 29%, cutting 
the company's share of the 
local market to 10% — the lowest of the 
five manufacturers. In the year to March 
1991, it posted a loss of A$125 million 
(US$94 million) on sales of A$1.4 billion. 
Accumulated losses in its past 10 years 
amount to more than A$500 million. 

Rob O'Connell, principal of auto-indus- 
try consultant Martec, says Nissan's with- 
drawal is "a setback for Australia, but a 
huge blow for the Japanese car industry. 


| We have had people come and go before 


including Leyland, Chrysler and vw. This 


| is the first time that a major Japanese in- 


pany has also recently won workers’ aj 
ment to raise productivity by 6.25% 
mid-1993 in return for a 10% pay incr 

Moreover, Toyota plans to stay. A 
the chemical plants and oil refinerie 
Altona, another Melbourne suburb ac 
town from Nissan's doomed fact 
Toyota has begun building a A$420 
lion state-of-the-art car plant. 

The investment is the backbone 
plan by Toyota to spend A$1 billio 
Australia during the next five years. 
new plant will offer the latest in jus 
time inventory control, world-best pra 
and other modern managerial buzzwt 
Toyota aims to export at least 20,000 
sized Camry cars annually from Al! 
beginning in 1996. 

Despite the recession, Toyota clain 
have broken even last year on sak 


Australia’s weak car market 





A$2.7 billion (it declines to provide : 
ings figures). The picture among the | 
makers has been mixed. Ford lost . 
million on sales of A$2.8 billion in cale 
1990, the latest period for which its fis 
are available, while Mitsubishi lost 
million on revenues of A$578 millic 
the six months to June. GMH was the 
one in the black, recording a A$53 m 
profit on sales of A$2.0 billion in the 
six months of 1991. 

The federal government set the : 
for Nissan's departure in 1985 by ado 


rease their imports of cars and compo- 
its made overseas. 
One result of the deregulation has been 
spread of joint manufacturing arrange- 
nts between the supposed rivals. Nis- 
, for example, sells some of its Pintaras 
“ord, which rebadges them as Corsairs. 
yota and GMH have gone further and set 
a manufacturing joint venture. Toyota 
mrys and Corollas are marketed as 
ollos and Astras by GMH, while GMH's 
mmodore also has an alternative exist- 
e as the Toyota Lexcen. 
Nissan's departure is not expected to 
isform the prospects of its rivals. For 
' thing, it will continue to sell imported 
s in Australia. Toyota spokesman 
rick Neville expects Nissan to retain a 
l-significant market share of about 5%. 
"The rest will be carved up by the other 
kers, but that will not have any major 
‘ct on viability in the longer term," says 
ville. “We cannot survive on local sales 
umes,” he adds, acknowledging that 
ort sales will continue to be a key factor 
nanufacturers' survival. 
Exports have been the success story of 
car-industry policy, building from zero 
(985 to more than A$1 billion worth of 
ücles and components in 1991. Each of 
manufacturers is developing its own 
rseas niche. 
Ford sells its convertible sports model, 
Capri, in the US. Its venture there is 
ning profits, despite high marketing 
ts and unfavourable exchange rates. 
d also hopes to win orders to make en- 
e blocks for a Japanese company. 
SMH ships four-cylinder engines to Eu- 
e and has carved out small but expand- 
markets for its Australian-built cars in 
w Zealand, Thailand and Singapore. It 
Iso trying to do the same in Malaysia, 
ngkong and the Philippines. 
Mitsubishi's export drive, meanwhile, is 
ed on the Magna, which has been sell- 
in Japan for several years, and is now 
ling markets in the US and Britain. 
Toyota plans to ship its new Camry 
del to Southeast Asia, initially from its 
iting Port Melbourne plant. But it says 
| ust convince its parent that it can meet 
rnational-quality levels before it com- 
s itself firmly to exports. 
Nissan will continue exporting compo- 
ts from Australia. It intends to main- 
. an aluminium-casting plant which em- 
ys 300 people, and to support a local 
ypany which exports aluminium wheels 
Nissan in Japan. The credits earned will 
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Slowing faster 


rime Minister Kiichi Miyazawa's 

cabinet has endorsed the official 

forecast of 3.5% real GNP growth 

in Japan’s economy for fiscal 
1992, which begins on 1 April. This is ei- 
ther wishful thinking or it implies consi- 
derably larger fiscal stimulation than has 
yet been announced. 

Private forecasters are not privy to how 
much money the government intends 
pumping into the economy by way of a 
supplementary budget. Consequently, they 
have set real GNP growth targets at levels 
as low as 2.5% in fiscal 1992, compared 
with an estimated 3.6% in fiscal 1991. 

It is not hard to see why. The Bank of 
Japan (BOJ, the central bank), concedes that 
the economic slowdown has accelerated, 
and that the outlook for housing starts and 
most forms of private capital investment is 
darker. This in turn is feeding through to 


investment falls 


q — housing st arts 


“pee, us 


inventory adjustments, says the BOJ. 

Nomura Research Institute (NRI) notes 
that “sharply swelling” manufacturing in- 
ventories raise the possibility of produc- 
tion remaining weak well into the first half 
of fiscal 1992. Only “modest” economic re- 
covery can be expected in the second half 
of the fiscal year. 

Private capital investment was a major 
factor behind the five-year-long economic 





private investment. The official discoun 
rate (ODR) was lowered three times, to 4.55 
by the end of calendar 1991, while the long 
term prime lending rate has plummetec 
from a peak of 9% in 1990 to 6% now. Ye 
businesses remain reluctant to borrow anc 
money-supply growth remains “lacklus 
tre,” says the BOJ. 

Indeed, it is beginning to look as thougl 
the capex boom was a function mainly o 
cheap money engendered by asset infla 
tion. The ODR will probably shadow weak 
ening market interest rates and drop to 4% 
in a month or two. But there is no reasor 
to expect an early improvement in de 
pressed business confidence until sales-to 
inventory ratios rise. 

Corporate profit margins, too, remair 
under pressure. Peter Tasker of investmen 
bank Kleinwort Benson argues that fisca 
1991 may well see an average 18% decline 
in profits — the largest single-year decline 
since 1974. 

A critical unknown is private consump: 
tion. The BOJ suggests that a still-tight la: 
bour market should keep consumption ex: 
penditures firm. But NRI says that growtl 
in household incomes has “slowed to ¢ 
crawl" as the squeeze on corporate earn. 
ings feeds through to personal earnings. 

The official Economic Planning Agen: 
cy's survey of fourth-quarter private con: 
sumption in 1991 reported a "firm" trend 
But private analysts say retail sales are 
anaemic and car registrations weak. 

Another important factor likely to in- 
fluence consumption is that, while Japan: 
ese households are estimated to have 
average savings of ¥6 million (US$48,000) 
much of the spending that helped under. 
pin Japan's economic boom was credit 
card-financed. Much of this credit is now 
subject to patchy repayment or outright re- 
pudiation. 

The external sector remains strong, with 
the current-account surplus expected to hit 
US$80 billion in fiscal 1991, up from US$34 
billion in the year-earlier period. But much 
of this stems from lower imports on the 
back of reduced domestic demand. In any 
case, the low ratio of exports and import: 
to GNP nowadays means that the external 





COMPANIES 1 


Working up a sweat 


Petroleum Authority of Thailand polishes its act 


By Paul Handley in Bangkok 


ost state-owned enterprises in 

Thailand have greeted the gov- 

ernment's privatisation policy 
with steely resistance, but not the Petro- 
leum Authority of Thailand. Faced with 
increasing competition and heavy capital 
needs for expansion, the authority is rush- 
ing into corporatisation. From now on, 
successful performance will be as impor- 
tant for the company as national energy 
security. 

PTT, as the oil giant is commonly 
known, took the first step towards re- 
vamping itself on 1 January by dividing its 
operations into five divisions: oil and re- 
fined products; natural gas; petrochemi- 
cals; administrative operations and a head- 
office division that handles planning and 
corporate finance. 

Acting as a holding company, the cen- 
tral division is to consolidate accounts and 
judge the performance of the four units, 
each of which is managed by a president. 
Formerly, six deputy governors oversaw 
numerous, often-overlapping departments. 

Some government planners had hoped 
for more radical changes to Prr. They had 
wanted the four operating divisions to be 








made subsidiaries similar to PTT's 100%- 
owned PTT Exploration & Production. The 
subsidiary, which was set up as a company 
in 1985, is preparing to float 30% of its eq- 
uity on the Stock Exchange of Thailand in 
a few months' time. 

PTT governor Luen Krisnakri, in effect 
the company's chief executive, says the 
four operating divisions will eventually 
become subsidiaries. He says a slow ap- 
proach to corporatisation is better for the 
company, which has long been coddled 
under government controls. He points out 
that both management and PTT's 4,000- 
strong workforce are nervous about the 
rapid changes taking place at PTT. 

The government began loosening its 
control of PTT early last year by allowing it 
greater management flexibility. In the past, 
a purchase of oil from abroad required the 
chairman's consent. Today, the acquisition 
needs the approval of only a division vice- 
president, while Luen is now free to focus 
on more important needs. Also, with the 
decontrol of oil prices in June 1991, the 
setting of oil prices at the company's 1,000 
pumps around the country has been 
moved to the unit presidential level from 
the board. 

Further, PTT's pay scales have been 
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mostly freed from government sched 
and increments are on a percentage | 
related to performance. This change 
help the company keep valuable emy 
ees. In recent years, it has been hit w 
30% turnover of skilled employee: 
tracted to higher wages in the private 
tor. 

PTT was established in 1979 to help 
tect the country's energy needs in the v 
of the second worldwide oil shock. ^ 
aged by some of the country's best tec 
crats, PTT diversified energy sources 
locked in supplies to help stabilise 
prices. It also built the largest distrib 
network to ensure that the country c 
have access to fuel at prices identic: 
those in Bangkok. 

PTT also taking on other res 
sibilities that are helping to transfor 
into a fully integrated petroleum busi: 
The company is entering the petroch 
cal industry by building three upst 
processing units that the private sı 
would not take on alone. Through 
Exploration & Production, the com] 
has mapped out plans for a region~ 
network to gain access to gas fields. 

Expansion has sharply increased 
appetite for capital and raised the nee 
greater management freedom. In ord 
compete, Luen says, change is necessa 
ptr. “We cannot live with those go 
ment regulations any more," he says. 

Yet Luen quickly acknowledges tha 
is still charged with the role of maintai 
Thailand's energy security. The com) 
is viewed by the government as a to 
help protect the national interest ag 
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ions by foreign-controlled oil com- 
1ies. This role raises the question of just 
w far the government will loosen its grip 
PTT and of the extent to which it will be 
nmercialised. 
The government does not intend to give 
control of PTT. The board is staffed by 
resentatives of the four ministries: Fi- 
1ce, Commerce, Industry, and Transport 
i Communications. The Industry Minis- 
is responsible for PTT, but ownership is 
he name of the government. The armed 
zes, too, consider PTT to fall within their 
iere of interest, and three board mem- 
s have military links. 
In exchange for greater management 
ependence and flexibility, PTT is being 
d to strict performance standards. First, 
"turn on assets of 6% or better must be 
ched annually. Second, productivity 
st improve by at least 2% each year. 
rd, the total expenditure on personnel 
not exceed 20% of its annual budget. 
As PTT adjusts, the government is 
rected to tighten some of those stand- 
s, but the company must become com- 
itive anyway. The government's decon- 
of fuel prices in June 1991 intensified 
petition in the country. At the same 
e, more international petrol-station 
ins such as British Petroleum and Q-8 
«uwait have been allowed into the mar- 
. and the number of big-name distribu- 
; has doubled to eight, aside from PTT. 
When the government decontrolled fuel 
rges, it pushed PTT to cut its prices to 
inate profiteering by competitors. Be- 
se of falling crude-oil prices, the move 
not hurt the company. Consumers paid 
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lower prices, and yet as PTT admits, mar- 
gins expanded comfortably. 

Nonetheless, the government's pressure 
on PTT was probably unnecessary. Bang- 
chak Petroleum, controlled by PTT and the 
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Finance Ministry but fiercely independent | 
undercut PTT's wholesale prices, forcing thi 
oil giant to follow. Pala Sukhavej, presiden 
of the oil and refined products unit, says 
"It shows that we do not maximise pro 
fits." 

PTT also benefits from its governmen 
links. Last December, the government re 
duced the proportion of PTT's profits paic 
to the authorities to 30% from 35%, in lin 
with the corporate-tax rate in the privat 
sector (state corporations are not taxed a: 
such, but pay a fixed proportion of profit: 
to the government). In the year ended or 
30 September 1991, the company made ¢ 
profit (before contributions to the govern 
ment) of Baht 6.1 billion (US$240 million 
on revenue of Baht 77.2 billion — up 98% 
and 33% respectively on the previous year 

PTT also enjoys government guarantee: 
on borrowings. Since the Thai Governmen 
enjoys a high credit rating, this give: 
PTT an important advantage over its pri 
vately owned competitors in financing it: 
US$2.4 billion worth of projects schedulec 
for the next five years. "We prefer to gc 
with the government," says Luen. “It is 
cheaper." 

The government link, however, i: 
sometimes a burden. PTT wants a wholly 
owned oil refinery, but the government 
will not permit it to establish one. Cur- 
rently, PTT has shares in two refineries: 30% 
in Bangchak (the rest is held by the Finance 
Ministry and a government bank) and 49% 
in Thai Oil, with the rest held by a number 
of private investors. 

Last year, the government denied PTI 
full ownership of Bangchak, capping an 
often acrimonious four-year takeover bat- 
tle with the government and Bangchak's 
executives. An energy official says the 
government wanted to prevent an inte- 
grated PTT from becoming too independ- 
ent and thus difficult to control, "as has 
been the case with other national oil com- 
panies.” He was clearly referring to 
Pertamina, Indonesia's state-owned com- 
pany that became a financial liability after 
it was given more independence in the 
1970s. 

As a compromise, PTT was allowed to 
take a 34% shareholding in each of the two 
upstream refineries to be built by Caltex 
Petroleum of the US and Royal Dutch/ 
Shell Group, the British-Dutch company. 
Each refinery could cost about US$800 mil- 
lion. 

PTT officials say the holding of equities 
in four refineries will give the company 
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matics. Production began in 1989 at a 40%- 
owned National Petrochemical Corp. 
olefins unit which cost US$315 million. The 
joint venture's other shareholders are its 
customers. The operation is profitable only 
because domestic sales are protected by a 
20-40% import tariff. A second olefins 
plant, 49%-owned US$720 million Thai 
Olefins Co., is scheduled to begin opera- 
tions in 1995. 

PTT was expected to hold only 25% of 
the US$500 million third upstream plant, 
Aromatics Thailand. But in mid-1991, PTT 
took full control of the company following 
a dispute with the joint-venture partners 
about whether to delay the start of its con- 
struction. The main investors, Exxon 
Chemical of the US and Thai Oil, wanted a 
postponement because of the slow world 
economy. 

PTT quickly put the project back on the 
original schedule. It was imperative to do 
so, says Pala, who was in charge of the 
petrochemical operations at the time. Pri- 
vate-sector midstream petrochemical 
plants dependent on supplies from Aro- 
matics were already under construction. 
"Under government policy, we are the 
starter," Pala says. 

In the market for petroleum products, 
PTT has the country's leading retail and 
wholesale network. But this lead is the 
result of the firm's lock on sales to the 
Electrical Generating Authority of Thai- 
land (Egat), the state-owned power mo- 
nopoly. Without Egat, PTT's retail and 
wholesale volume would fall behind Esso 
Eastern Inc. of the US and Royal Dutch/ 
Shell, both of which have less than a 
quarter of PTT’s 1,000 petrol stations. Both 
rivals, though, have more stations in 
Bangkok than PTT. 

To help PrT to compete, the company's 
marketing team has become more enter- 
prising. A new station design, commis- 
sioned from California-based corporate- 
design boutique Landor Associates, has 
just been unveiled in a move to improve 
the company’s image among consumers. 
Advertising, which previously was mini- 
mal, is also being increased to further 
spread the PTT word to Thai consumers. 

PTT has been helped in this strategy by 
the lifting of controls on the building of 
new petrol stations and the buying of land 
for station sites. PTT can now buy land to 
bolster its Bangkok network of petrol sta- 
tions. Because land prices are high in the 
capital, investors have been loath to ac- 
quire land to set up PTT franchises. PTT will 
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Ambitious offspring 


Former PTT subsidiary takes on parent 


(PTT) and the Ministry of Defence in 

1984 were forced to give up control 
of an oil refinery because of mismanage- 
ment and financial difficulties. The refinery 
company — Bangchak Petroleum — has 
come back with a vengeance. Taking ad- 
vantage of the government's decontrol of 
fuel prices last year, Bangchak has become 
a direct competitor of PTT. 

Eight years ago, Bangchak was owned 
entirely by PTT and the Defence Ministry. 
After losses were disclosed, the Defence 
Ministry's stake was transferred to the Fi- 
nance Ministry and a capital injection cut 
PTT's shareholding to 30%. The Finance 
Ministry and Krung Thai Bank, which is 
controlled by the ministry, control 70%. 

Bangchak’s links to PTT, however, have 
remained strong. Until 1988, Bangchak 
sold all its oil output to PTT. But with Fi- 
nance Ministry support, Bangchak was 
able to treat the relationship in a business- 
like manner and to recover profitable ope- 
rations. In 1988, Bangchak expanded oil 
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capacity to 65,000 barrels per day ( 
from 45,000. The increase resulted in 1 
oil than PTT could off-take, and Bang 
began selling the rest elsewhere. 

After proving that it could turn 
into an efficient operation, Bangchak 
tained government support to look for 
markets. Meanwhile, a determined B 
chak management — which consiste 
many former PTT officials — fendec 
several PTT attempts to regain cor 
Bangchak won the battle last year, st 
executive vice-president Sumit Chann 
says, because "the government wants 
breathe through our own nose." 

The company last year was also £ 
the green light to build its wholesale 
keting operations to compete with 
Bangchak can now sell to retail distril» 
at lower prices than it offers to PTT. 

Moreover, against much PTT resist. 
Bangchak obtained in October 1991 th 
ahead to build a chain of 400 petrol sta 
in the next four years. PTT has 1,00€ 
tions. 
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The first steppe 


By Peter Hannam in Ulan Bator 


The opening of Mongolia's first stock- 
market was not the super event it was 
predicted to be by the exchange's cocky 
27-year-old chairman, Naidansurengiin 
Zolzhargal. Only 16,000 shares valued at 
Tugriks 3.2 million (US$760,000) were 
traded in three companies when the mar- 
ket opened on 7 February. The ex- 
change's inauguration nonetheless marks 
the start of the second stage of Mongo- 
lia’s privatisation programme. 

Initially, the stock exchange will trade 
in shares of privatised state-owned com- 
panies. As part of the privatisation pro- 
cess, each of Mongolia's 2.2 million citi- 
zens has been given vouchers worth 


Zolzhargal says 90 joint-stock co 
nies are ready to be listed on the 
exchange, representing 25% of the 
state-owned companies to be prive 
by 1994, These companies have estin 
total assets of Tugriks 10 billion, eq 
lent to 7596 of the country's 1991 Gr 

Zolzhargal estimates that the stoc 
change's daily trading volume will « 
tually average about Tugriks 50 mi 
To achieve such liquidity, however, 
of the population will have to partic 
So far, only about 60% have bother 
obtain their vouchers. 

The success of the stockmarket is 
to the government's reform plans 
government's privatisation progra 
has already brought the introductio: 


n both wholesale and retail arenas in 
iland, it is now Bangchak, not PTT, that 
Ye leader in competitive pricing. The 
egy is not hurting Bangchak. With oil 
and soaring in the country, freed 
es are resulting in higher margins. "We 
make good returns," Sumit says. 

n 1990, profit rose 7% from a year ear- 
to Baht 867 million (US$34 million). 
enue increased 51% to Baht 23.2 billion. 
Jespite its independence, Bangchak is 
over-reliant on PTT, which last year 
ght 75% of Bangchak's 80,000-bpd 
luction. Bangchak must reduce this 
»ortion, but this will be difficult. Com- 
ion is heating up because Thailand's 
üng capacity is expanding rapidly. 
angchak, Thai Oil and Esso Eastern 
of the US are expanding, and Caltex 
oleum of the US and Royal Dutch/ 
| Group are planning for two new re- 
‘ies to be in operation by 1995. In 1994, 
gchak alone will have capacity of 
900 bpd. Sumit says this industry ex- 
iion will result in refining overcapacity, 
ng Bangchak to secure reliable clients. 
angchak has been supported by loans 
ı International Finance Corp., the pri- 
"sector investment arm of the World 
«& and the company can still get gov- 
Yent-guaranteed loans. Sumit says the 
n of listing on the Stock Exchange of 
land is also under consideration. 
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olzhargal points to a related dan- 
In Mongolia’s small economy, 
e new companies will monopolise 
' markets. Consequently, he says 
ugrik should be made convertible 
ovide these companies with at least 
national competition. 

nother serious problem for the 
'rnment is to find jobs for the thou- 
s of workers expected to be laid off 
rivatised companies improve effi- 


y. 
ven Zolzhargal may be looking for 
soon. The stock exchange chair- 
says he is considering resigning 
f frustration with the government's 
pace of reform. He is also tiring of 
ks from conservatives. “I’ve built 
nachine, now anyone can drive it," 
lys. 
onsiderable power rests with the 
: exchange’s chairman, so market 
dence is likely to be closely tied to 
is in charee. The chairman. for 
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The Daewoo comrade 


south Korean firm blazes northern trail 


By Mark Clifford in Seoul 

outh Korean tycoons, with Daewoo 
8 chairman Kim Woo Choong in the 

vanguard, could be on the verge of 
prising open one of the few markets that 
has eluded them. An official 10-day trip to 
North Korea by a Daewoo delegation in 
late January suggests that mounting eco- 
nomic problems are forcing the South's 
hardline neighbour to come in from the 
communist cold. 

For Kim, the first business leader to be 
officially invited to the North by Pyong- 
yang, it was a pathfinding triumph that 
could open up major commercial opportu- 
nities for the country's fourth largest con- 
glomerate. On 10 February, the Seoul gov- 
ernment announced that Daewoo would 
be the first company allowed to invest in 
North Korea. 

During the trip, Kim agreed to establish 
eight light industrial factories in North 
Korea with an investment of US$10-20 mil- 
lion. The factories, whose product lines will 
include clothing, toys and kitchenware, 
will be located in the Nampo industrial 
zone, 50 km southwest of Pyongyang on 
the Yellow Sea. Daewoo also hopes to im- 
port zinc and anthracite coal from North 
Korea. 

But the theatre surrounding the visit 
cannot obscure the problems facing the 
Daewoo group, which managed an unim- 
pressive profit of Won 183 billion (US$190 
million) on sales of Won 11.3 trillion in the 
year to 31 December 1990. A troubled 
shipbuilding unit, an unhappy automobile 
manufacturing venture with General Mo- 
tors and other struggling operations have 
sapped the economic vigour of the com- 
pany. 
"[Kim Woo Choong] is dealing from a 
position of weakness, not of strength," says 
Kim Ki Hwan, the former head of the Ko- 
rea Development Institute and a prominent 
technocrat during the 1980s. Kim Ki Hwan 
and other analysts believe that Daewoo is 
gambling on North Korean ventures in the 
hope of ingratiating itself with the Seoul 
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dustrial goods. The North's biggest prob- 
lem was in marketing, he added. 

Daewoo hopes to use North Korean 
construction workers for its overseas con- 
struction projects, said the chairman, reit- 
erating an idea that Hyundai executives 
have frequently floated in the past. About 
80% of the workers on overseas South Ko- 
rean construction projects are foreign. 

The next step, said Kim, would be over- 
seas manufacturing ventures: “We will 
supply capital and technology while North 
Korea will supply manpower.” This is 
wishful thinking of a high order, but it in- 
dicates the ambitions of South Korean 


Barely profitable Daewoo | 





executives as the North shows increasing. 
signs of coming out of its economic shell. 
The fact that the Daewoo chairman's 
host was North Korea's Deputy Prime 
Minister Kim Dal Hyun underscores how 
badly in need of outside capital is one of 
the world's most closed economies in a 
shrinking socialist bloc. (Kim Woo 
Choong's visit was the first official trip by 
a South Korean businessman. Chung Ju 
Yung, the founder of the Hyundai group, 
made a private visit to the North in January 
1989, but several agreed development 
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China's new 
money 


By Lincoln Kaye in Peking 








If a diner calls for a receipt at the end of a 
meal at many of Peking's restaurants, the 
waiter routinely asks, "How much?" The 
receipts ultimately wind up on the desks 
of cost accountants in public-sector units 


— with no questions asked. 


^We all know what's going on," an 
accountant says. "These receipts represent 
meals uneaten and services unrendered. 
But as long as it's not too implausible and 
it’s within the general budgetary guide- 
lines of the department concerned, who's 
to raise a fuss? We reimburse the ex- 
penses and regard it as just another form 


of employee compensation." 


lopments, instead sparring over their dif- 
ferent interpretations of the ancient 
Koguryo kingdom. 

During his stay, Kim Woo Choong also 
met the staff of about 13 economic minis- 
tries for a long session, where he found 
officials "very open" about the difficulties 
facing the economy. ‘ 

The tycoon, who was clearly buoyed by 
his trip, was careful not to criticise North 
Korea when he faced foreign reporters. But 
he said that “change in North Korea is in- 
evitable," not because of any weakness in 
North Korea's system, but because of 
changes in the world environment. "You 
have to understand it is a temporary prob- 
lem [that the North faces], not a perma- 
nent problem," he said. 

As he took the train from China over 
the Yalu river into North Korea, Kim said 
he "got a special feeling." Looking at a 
bridge wrecked during the Korean War 
and still unrepaired, the businessman 
thought to himself, "I am going to develop 
the final market in the 
world." However, sceptics 
point out that Kim is 
sometimes stronger on 
rhetoric than on action: he 
has a habit of announcing 
ventures which do not 
come to fruition. 

“My view is a little bit 
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Passengers heading for the city's 
busiest railway stations run a gauntlet 
of receipt touts vociferously crying 
their wares. As a token front in case of 
police swoops, the vendors most often 
are ostensibly peddling cigarette lighters. 
But in their jostle for customers, they 
leave no doubt as to their real stock-in- 
trade. 

The receipts tend to come in bundled 
sets suitable for expense-account presen- 
tation: one from a hotel, a few from res- 
taurants, some cab receipts, the odd train 
or bus ticket and maybe a general mer- 
chandise chit. 

The pricing depends upon the lustre 
of the outfits that issued the receipts and 
the impressiveness of the red-stamped 
official seals and serial numbers embla- 
zoned upon them. Haggling is common, 
with both seller and buyer well attuned 
to market nuances. At Peking's Xizhimen 
Railway Station, Rmb 30 (US$5.50) re- 


the cement and coal it promised in ex- 


change for 5,000 tonnes of rice shipped 


from the South last summer. 
North Korea exported less than US$2 


billion worth of goods in 1990, and much 
of that was in the form of barter arrange- 


ments with eastern Europe and the former 


Soviet Union. (According to one diplomat 
based in Seoul, North Korea's exports last 


year to what was the Soviet Union col- 
lapsed by 95%. Daewoo's Kim believes that 
North Korea's overseas sales could reach 
US$10 billion within seven years if it lib- 


eralises its economy. 


South Korean Government officials 
have been somewhat bewildered by the 
rapid pace of change in relations across the 
sundered peninsula. Seoul is trying to con- 
trol the process by mandating prior ap- 
proval for trips to the North and by insist- 
ing on a right to veto ventures. After Kim's 
return, President Roh Tae Woo warned 
that “our businesses might suffer if they 
are engaged in excessive competition in 

. seeking economic ties with 
* the North." 
3 Critics say that Kim 
? Woo Choong is better at 
sniffing out business op- 
portunities than at manag- 
ing them. Daewoo's rapid 
growth in the 1970s and 
early 1980s was largely 
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cently bought a packet of six receipt 
cluding three from the swank Shang 
Hotel, and a dysfunctional ciga 
lighter. 

Receipt juggling is by no means ` 


Massive losses at the shipbuilding 
forced the government to bail ou 
group with a loan-rescheduling pack: 
1989. As part of that agreement, Da 
sold off several subsidiaries an 
capitalised the shipbuilding company 
exercise allowed Daewoo to impro' 
financial structure through revaluing 
In 1989, land that was carried on Da 
Co.'s books at Won 52.8 billion was | 
ferred to Daewoo Shipbuilding for s 
worth Won 240.9 billion and bookec 
profit of Won 188.1 billion. 

Daewoo now includes 23 don 
companies, among them eight listed c 
local stock exchange. Like most of its í 
Korean counterparts, the Daewoo gre 
heavily leveraged, with a combined 
to-equity ratio of almost 4:1 at the e 
1990. 


Despite its current financial and < 
tional problems, Daewoo has enjo' 
meteoric and unparalleled rise since : 
founded by Kim in 1967 as a texti 
porter. But except for its securities 
which is the country's largest, Da 
does not have a commanding positi 
any of its major business activities. 
second-rung sectoral player, the con 
is vulnerable to any sluggishness i 
automobile, machinery, electronics, 
struction, textile and shipbuilding me 

Kim's visit to North Korea may | 
cional that he ic noised for a hold 





to Peking, as attested by a January 
cle in the official Legal Daily. The 
udonymous author — apparently a 
official from Xuzhou in Jiangsu prov- 
2», judging from his examples — 
led out five categories of bogus re- 
ts: 
Jig head, small tail; receipts with a 
1 face value presented to the cus- 
er, while a much smaller amount is 
ded on the counterfoil that the issu- 
enterprise shows to tax collectors. 
illars become rafters; unreimbursable 
enditures receipted under reimburs- 
' headings. 
À keeps Zhang's shop; a business is- 
ig receipts in another's name for tax 
idance or to bolster credibility. 
sone missing; newspapers regularly 
y long columns of classified ads re- 
ing lost receipt books or authorisa- 
letters to buy receipts and official 
»er stamps, which are legally obtain- 


|! LICIES 


he three- 


ear itch 


te Kamaluddin in Dhaka 








b angladesh is in the process of im- 
plementing a three-year economic 
p plan to speed up the processing of 
‘lopment projects. The Taka 256 billion 
6.7 billion) rolling plan, which is also 
cted to fuel GDP growth, is to comple- 
t the country's five-year economic plan 
will end in 1995. 
he rolling plan will focus on the pro- 
on of rural development and the im- 
ement of health care. Under the new 
omic blueprint, the progress of vari- 
projects as well as the availability of 
s are to be monitored much more 
ully than in the past. 
fficials say this scrutiny will enable the 
'rnment to prepare more efficient 
lopment programmes well ahead of 
;et-planning deadlines. In the past, the 
Tnment has been criticised for in- 
ng programmes with too little fore- 
ght and financial means to carry them 


able from the government tax office. The 
ads effectively absolve the advertisers of 
responsibility, but they do little to keep 
the missing receipts from circulating. 

> Forged receipts; these are usually 
crude, according to the Legal Daily. 

All these techniques amount to money 
creation, a Peking economist says: “Your 
bogus receipt fits all the functional crite- 
ria for money: a store of value, a unit of 
account and a medium of exchange." 

A lively secondary market for receipts 
is also starting. Entrepreneurs ranging 
from moonlighting plumbers to "Deep 
Throat" news sources regularly encash 
somebody else's restaurant chits in ex- 
change for services rendered. 

"It's fiat money in the purest sense," 
the economist explains. “Except it is 
by individual fiat, rather than the 
central bank's. And nobody knows how 
much of it is in circulation. Probably a 
lot." " 


in the fiscal year ending on 30 June was set 
at Taka 75 billion, of which Taka 26 billion 
was allocated in local currency and Taka 
49 billion in foreign assistance. The gov- 
ernment has earmarked Taka 85 billion for 
the coming financial year and Taka 96 mil- 
lion for the following year. 

Finance Minister Saifur Rahman says 
local-currency resources are adequate for 
funding a larger proportion of the projects 
than in the past, when foreign assistance 
accounted for nearly all development 
funding. Rahman says the economy has 
already seen the benefits of development 
programmes begun since the new govern- 
ment took office 10 months ago. 

The Finance Ministry hopes the rolling 
plan will bolster the economy, which is 
forecast to expand 5% in the current finan- 
cial year. * 


More from abroad 
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Matters of 
opinion 
Japan reviews 
legal market 





By Anthony Rowley in Tokyo - 


apan may be about to liberalise rules 

governing the admission of foreign 

lawyers to the country's legal-services 
market. A sub-committee of the Special 
Advisory Council on Reinforcement of 
Administrative Reform, which advises 
Prime Minister Kiichi Miyazawa, has de- 
cided to recommend restrictions on foreign 
lawyers. 

The panel is expected to produce a re- 
port in June, though details of proposed 
reforms have not been disclosed. Such a 
move would be significant for Japan's 
business community and for Japanese soci- 
ety at large. There are only about 50 for- 
eign lawyers practising in Japan — most of 
them from the US — and their activities 
are highly circumscribed. 

Vested interests in Japan, such as the 
Japan Federation of Bar Associations (JFBA), 
are likely to oppose any liberalisation that 
threatens the concept of doing things in the 
Japanese way. Foreign legal precepts could 
intrude into everything from business rela- 
tionships to various informal mechanisms 
for settling disputes. 

US lawyers — and British lawyers, the 
second-biggest category in Japan — are 
mainly restricted to assisting Japanese enti- 
ties with investments and financial trans- 
actions in the US or in Europe. They cannot 
even call themselves lawyers, only foreign 
law consultants. 

Foreign legal firms, however, have been 
able to sell their expertise in helping Japan- 
ese companies make transactions in inter- 
national capital markets. But with the flow 
of international funds into activities such 
as direct investment and mergers and ac- 
quisitions being very much a one-way 
street, foreign lawyers have not been able 
to do much by way of helping non-Japan- 
ese companies to do business in Japan. 
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Michael McAbee, that foreign firms cannot 
provide “the combination of the begoshi’s 
[Japanese lawyer's] knowledge of Japanese 
law with the foreign lawyer's expertise in 
home jurisdiction law, plus assistance in 
international transactions and business 
planning." 

A US businessman comments: "Our 
Japanese counsel gives us 10 reasons why 
we cannot do something, but does not help 
us to work out some way to get it done." 
The usual way round this is to retain both 
Japanese and foreign law firms, an expen- 
sive option. 

For foreign lawyers, too, expense is of- 
ten a prohibitive factor in doing business 
in Japan. According to Richard Wohl, a US 
attorney and former State Department ad- 
viser, a foreign law firm needs to make a 
minimum investment of US$1 million to 
open a two-person branch office in Japan. 

But expense is only one of many re- 
straints. For a few years after World War 
IL, foreign lawyers were able to become 
members of the JFBA to advise foreign cli- 
ents on Japanese legal matters. This free- 
dom ceased in 1955. 

In response to US pressure, a foreign 
lawyers' law was passed in 1987. Although 
this denied the JFBA the absolute power 
over foreign lawyers that it exercises over 
Japanese lawyers it still imposed heavy re- 
straints. 

Aside from not being able to employ 
Japanese lawyers, foreign law firms in Ja- 
pan are prohibited from entering into full 
partnerships with Japanese law firms. For- 
eign lawyers must operate under their 
personal names rather than their firms' 
names, they must have at least five years 
experience in their home jurisdiction and 
they are denied full access to arbitration 
proceedings in Japan. 

Foreign lawyers say there is a long tra- 
dition of hostility on the part of the JFBA to 
them practising anything other than lim- 
ited forms of international law. The JFBA 
argues that if foreign law firms are per- 
mitted to employ Japanese lawyers, they 
would have a backdoor way of practising 
Japanese law. 

Foreign lawyers, however, say the real 
fear on the part of the JFBA is that Japanese 
lawyers employed by foreign law consult- 
ants would be drawn into the Western ap- 
proach to advocacy. This could result in 
their losing respect for the status quo and 
seeking to help clients in a way that other 


Japanese lawyers do not. 
"In TIanan'c tiohtly knit fabric of methial 
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Sogo, so good 


In Jakarta, the verb to “sogo” has entered the local slang following the establis 
ment last year of the eponymous Japanese retailer in the Indonesian capital. It 
not a piece of flattery, for it means “to be overcharged.” Could the tide be turnir 
against the increasingly ubiquitous Japanese department-store chains, as with the 
US counterparts? 

Superficially, it might look that way. After three years of rapid profits growt 
these companies began to feel the pinch in 1991, and most are expected to repc 
flat or declining earnings this year. At home, the big chains face swelling ove 
heads and reduced demand. Abroad, the cost of expansion is not being absorbe 
by increased sales. Like their hapless US cousins, these retailers are serving < 
ageing Japanese population with a waning appetite for luxury items. And discou 
stores selling everything from garments to groceries are beginning to make the 
mark in Japan. 

The department stores face mounting problems in the rest of Asia, too. 
Hongkong, newcomer Seibu's lavish outlet is struggling with big losses, while 
Singapore the locally listed unit of Isetan reported a 46% plunge in profit for the s 
months to November. Ultimately, however, the Japanese department stores mi 
be spared the ignominious fate of Macy's and Bloomingdales, which went bust 
the past few months. 

It is true that they suffer many of the same challenges that have helped pro 
the US firms' undoing. These include sluggi 
inventory systems, massive wage bills ar 
heavy advertising costs. But the weakness of t 
US chains has been primarily financial. It w 
the owners, not the merchandisers a1 
managers, who wrecked the great US cha 
stores. The Japanese owners have not been 
inept. 

US department-store owners stretched the 
balance sheets to breaking point during t 
1980s. Robert Campeau, who took control 
Bloomingdales, and Edward Finkelstein, w: 
took Macy's private, made the fatal mistake 
loading themselves with debt. 

They focused wrongly on the assets at th: 
disposal, not the cash generated by thc 
assets. They believed that lots of prime real « 
tate, big inventories and well-known corpor: 
identities were a firm basis for borrowing. 
borrowing, they could buy out their competito 
thereby avoiding the slog of carving out nt 
territory. 

Japanese stores own some pricey properties in Tokyo and Osaka. They cot 
have fallen prey to the same logic, but they did not. The result is that most of t 
listed Japanese department-store companies have a consolidated debt-to-equ 
ratio of less than 40%. 

Tokyu Department Stores took a brief pass at Bloomingdales when Campe 
foundered, but sensibly walked away. Takashimaya gave a miss to Saks Fi 
Avenue despite the entreaties of US investment bankers. If they are sensible, Mac 
will be spurned, too. 

lananese chains have mostlv focused on expansion in Asia's fast-growing m 
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Hongkong's Sogo. 








How else can you send a message 
from home at night? - 


y get your home a home fax from Sharp. Any 






MAuto phone/fax changeover M20 Auto phone/fax - 


xf Sharp's home faxes allows you to keep diallers MiRemote control from supplementary - 


ich with the outside world, 24 hours a day. phone WAbie to send five pages continuously. 


if business correspondences, casual notes 





WAnswering machine hook up WiHigh transmission - 


ends, or information from your brokers — speed (15 sec per A4 page) Wit^uto cutter (FO-248) 


ver the messages are, you can send or Stop by our special dealers and see how Sharp's home 


e them, at homo. faxes are more intelligent and reliable than other lates 







'& FO-120 & 216 home faxes have many night messengers.. 
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NEW COROLLA DOES IT BEAUTIFULLY. coe aca cor ios 


sement, Toyota engineers were able to realize an efficient, wedge-shaped design 
at the same time perfecting the alignment between body panels and components. 
irse our own innovative style of civilized engineering makes sure that none 
| comes at the expense of the luxurious, 
etching size interior. Because we realize 
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TO DEAL WITH 
THE MONKEY 


W 








You must first understand the ram. 


ne of the keys to succeeding in Asia in 1992 (the year 
D Q^ the monkey), will be your depth of understanding 

of the events and developments of 1991 (the year of 
the ram). Changes have swept through the i 
region, altering business, political and 
financial outlooks. Any move without 
reference to accurate information could be a move in the wrong 
direction. For 32 years business leaders, scholars and politicians from 
around the world have relied on the "Asia Yearbook" for that accurate 


information. The all-new 33rd edition, compiled and edited by 3598 






journalists and staff of the Far Eastern Economic Review is now 
available. “Asia 1992 Yearbook" covers the major events in Asia and 


also provides a country-by-country analysis of the various political, jg, YEARBOOK 
social and economic scenes. 


Mail, Fax or Phone: Far Eastern Economic Review, M0, 
| G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436, Phone: (852) 832 8338. SUA AL 
| Please rush me the just published ASIA 1992 YEARBOOK (hardback) at HK$315, US$39. 95, £24, Y5,600, S$7 1. 50 or M$ 1 17. 50 each or (softback) 
, at HK$23 5, , US$29. 95. £18, Y4,200, S$53 or M388 each. 
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ted capitalists 


Ivate enterprise flourishes despite hurdles 


Aurray Hiebert in Hanoi and 
hi Minh City 


u Duy Thai took the government 
/ seriously when it declared in 1988 
that Vietnam's economy could 
mmodate capitalism. Although his 
ly lost all its land in 1954 when the 
munists came to power in northern 
nam, he decided to use what remained 
ie family fortune — 4.5 kg of gold, or 
it US$62,000 — to set up Hanoi's first 
ate construction company. 
1 two years, Thai Thanh Construction 
‘rprise completed 23 construction 
acts ranging from schools and student 
nitories to shops and houses. But in 
mber 1990, the Hanoi People's Com- 
Œ drove him out of business when it 
ired that bids for construction con- 
s by private companies include secu- 
deposits equivalent to the 
value of the projects. 
hai, a veteran of the gue- 
war against the French in 
1950s, appealed to the 
try's ruling Central Com- 
e to no avail. Late last 
Thai shut down his com- 
and sold his construction 
ment at a loss. He laid off 
' than 100 workers. 
[he state says it wants 
lity for all economic sec- 
but many officials still 
to control everything," he 
ains. "They have no in- 
on to allow the establish- 
of private capitalists in 
am.” 
any private businesses 
failed in the past five years because of 
ar harassment by government offi- 
Difficulties obtaining credit and the 
Ty's continuing economic instability 
also contributed to numerous busi- 
closures. But in the teeth of these ob- 
s, the private sector has begun to play 
nificant role in Vietnam's economy, 
‘ularly in the former capitalist south. 
ie private sector in Ho Chi Minh City, 
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Bank for Industry and Trade, in Ho Chi 
Minh City's vibrant Chinatown, estimates 
that 70% of the city’s trade in 1991 was 
controlled by private business. Even in 
Hanoi, long the bastion of Vietnamese 
communism, the private sector last year 
controlled 67% of the city's trade, services 
and restaurant facilities, according to the 
government's General Statistics Office. 

Most of the estimated 350,000 private 
businesses that have sprung up in the past 
five years are small, employing less than 
20-30 workers, says Nguyen Chi Vu, chair- 
man of the Central Council of Industrial 
Cooperatives and Non-state Enterprises, a 
body set up nearly two years ago to help 
the private sector. Only a handful of pri- 
vate companies employ more than 1,000 
workers. Less than 1,200 private companies 
have an invested capital of more than 
US$20,000, Vu says. 





Private shoe factory in Ho Chi Minh City: obstacles. 


The most successful private companies 
manufacture for export, which enable the 
owners to recoup their investment quickly. 
Firms producing for export also get special 
tax breaks. They are exempt from a reve- 
nue tax of 6-10% that is assessed against 
companies producing for the domestic 
market. An exporters’ profit tax ranges 
from 15-25%, compared with 40% for pri- 
vate companies serving the domestic mar- 


porcelain in Haiphong and is the largest 
private company in northern Vietnam. 

“During this transition period, there are 
a lot of risks and also a lot of opportuni- 
ties,” Kinh says. “If you know how to ex- 
ploit them, it is easy to get rich. But not a 
small number of opportunists have gone 
to jail.” This is a reference to the head of 
Thanh Huong Perfume Co., who was jailed 
after a pyramid scheme went bust in 1990, 

Adds Tang Minh Phung, managing di- 
rector of the Minh Phung factory: "Many 
businessmen are waiting for very specific 
and clear policies before investing," fearful 
of an about-face on economic reforms. 
Phung is among the bold, employing 5,000 
workers in a factory that exported US$20 
million of garments last year. 

Vietnam's enthusiastic communist 
party forced most private companies out 
of business after its 1975 victory against the 
US-backed capitalist regime in the south. 
Companies that survived were shut down 
in early 1978 when Hanoi began its social- 
ist-transformation movement. Police and 
youth volunteers seized the last remnants 
of capitalist industry and trade in the en- 
suing campaign. 

But the government was forced to re- 
verse course as socialist mismanagement 
and the international isolation 
imposed after Vietnam's inva- 
sion of Cambodia in late 1978 
brought the economy to the 
brink of collapse. The most 
dramatic changes came in 1986, 
when the Sixth Party Congress 
began lifting restrictions on 
private business. 

By 1990, thousands of pri- 
vate businesses had sprung up 
around the country, only to go 
bankrupt as austerity measures 
to rein in hyperinflation in 1989 
led to a sharp recession. The 
collapse of hundreds of un- 
regulated credit cooperatives in 
early 1990 compounded the 
country's economic woes. 

Further, small private 
manufacturers that relied on markets in 
Eastern Europe and the former Soviet 
Union, such as the handicraft, lacquer and 
rattan industries, were hard hit by the 
chaos facing Vietnam's former socialist al- 
lies. More recently, industrial production 
in Ho Chi Minh City has been hampered 
by up to four days of brown-outs each 
week. 

Only in the past eight months has pro- 
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faces discrimination on credit." 

Indeed, state-run banks reserve 90% of 
their credit for state enterprises, at least 
one third of which are incurring losses and 
are saddled with bad debts. When private 
companies do receive bank loans, they are 
charged 4.5-6% a month; state companies 
pay 2.7% or less. Because of the shortage of 
credit, most private companies turn to 
friends, relatives or overseas Vietnamese, 
who charge as much as 10-12% a month. 

Tapping foreign investors for cash is 
another avenue recently opened to the 
private sector, though few have taken the 
plunge. The government legalised joint 
ventures between foreign companies and 
local private enterprises more than 18 
months ago, but only three foreign firms 
have invested with Vietnamese partners. 

The largest such joint venture is be- 
tween a small Japanese company and Au 
Quang Canh, a once-prosperous southern 
capitalist who had seven factories nation- 
alised in 1975. The Japanese firm is invest- 
ing US$140,000 to produce handicrafts in 
Ho Chi Minh City. There are two other 
joint ventures. One involves a Hongkong 
firm which is preparing to produce leather 
products in Haiphong. The other involves 
a Hungarian company, which is investing 
in the production of heat and sound insu- 
lating sheets at a factory near Hanoi. 





Private joint venture: credit discrimination. 


Most private entrepreneurs, however, 
are starting up trading outfits, as this gene- 
rates quick investment returns and offers 
some flexibility against the country's noto- 
rious inflation. While inflation has fallen 
from the triple-digit levels of the late 1980s, 
it was more than 60% last year. 

But even trade has been risky in recent 
months because of the volatility of Viet- 
nam's currency. The value of the local unit 
fell to Dong 14,500:US$1 in January from 
Dong 7,000 at the beginning of 1991, before 





TAXATION 


Kretek maker 
coughs up 


Indonesia's largest kretek cigarette 
maker, Gudang Garam, has discovered 
one of the perils of taking a company 
public: greater transparency means 
greater interest by the taxman. The re- 
sults of such attention have provided 
ammunition to the company's critics, 
who range from individual kretek 
farmers to powerful business rivals. 

Finance Minister Johannes Sumarlin 
in early February made public the 
names of Indonesia's top 200 individual 
and corporate taxpayers for 1990. 
Gudang Garam, which went public in 
August 1990, was the commercial sec- 
tor's single largest taxpayer. 

More startlingly, however, the com- 
pany's shareholders (led by Tan Siok 


was under siege from a powerful gov- 
ernment-supported clove monopoly 
headed by President Suharto's son 
Tommy. The Suharto cartel more than 
doubled the price of cloves, the main 
constituent of kretek cigarettes. Fur- 
thermore, the government in April 1991 
jacked up Gudang Garam’s cigarette 
prices by almost 100%. 

To supporters of the clove mo- 
nopoly, the evidence of the tax lists 
confirms one of their central tenets: that 
wealth in the cigarette industry is dis- 
proportionately in the hands of manu- 
facturers rather than farmers. The 
manufacturers disagree. They warn of 
the dangers of squeezing too hard an 
industry so important to the economy. 

Of the top 20 individual taxpayers, 
the vast majority are associated with 
one or more listed companies. But cyn- 
ics in Jakarta suggest that the identifi- 
cation of taxpayers is only the first step. 
The next phase is to force taxpayers to 
report their income accurately. 

The top 200 individual taxpayers 
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rallying to Dong 10,500 in recent w 
Exporters who paid high rates for 
products suffered huge losses whe 
dong suddenly strengthened. 

Vietnamese products also face : 
competition from the annual invasior 
least US$500 million of cheap smu 
goods. This flood of goods often 
small private producers out of busin 

But the vagaries of Vietnam's r 
economy are less troublesome than t 
most insurmountable bureaucratic ht 
imposed by local officials. "The c 
government supports renovation, bu 
of officials still struggle against che 
says Hai. "Localities try to keep their 
leges, and many low level officials use 
positions to violate the law." 

Many private companies find th. 
only way around junior bureaucrat: 
form a joint venture with a state com 
For instance, Thong Nhat Co., a 
family-owned chain of shops selling 
struction materials in Hanoi, rec 
teamed up with a company belong 
the state’s Science and Technology 
mission. 

Says Nguyen Cong, a Thong 
owner: “They have the right to impor 
struction materials, but they have 
marketing skills. So we use their leg 
sition to import construction materia 
pay them for this relationship.” 

Bribes paid to government offici: 
also becoming a necessary busines: 
"Corruption has opened up the p 
ideology to allow the private eco 
sector [to] bring economic developr 
an economist says. "But now even th 
sector has to pay money under the t: 
make business work." 

Faced with these problems, perha 
key demands of the private sector 
strengthening of the country's weal 
system. Businessmen say they despi 
need laws to protect investment é 
clarify property rights before they ar 
ing to invest. Vietnam's lack of a sys 
business law or a civil code creates 
aches for the business community. 

^We have no commercial law tc 
disputes between enterprises," € 
Bank's Son says. "When businessme 
contracts, they can't rely on legal 
which allows them easily to cheat o 
other. The banker says many disput 
not be settled by arbitration in cou 
cause judges do not have any legal t« 
which to base their judgments. 
means people are still cautious an 
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ority sport 


J takeover bid rests with Bermuda court 


utraged shareholders may have 
) done just enough to frustrate a 
backdoor takeover of Hongkong 
arty counter Chinese Estates. Despite 
7o vote in favour of the Lau brothers’ 
ipt to privatise the company, the ma- 
may be insufficient to gain the ne- 
ry approval of the supreme court in 
uda, where Chinese Estates is regis- 


gal arguments will turn on the Laus' 
f a Scheme of Arrangement (SOA) to 
a buyout of the company, which is 
-owned by the Lau-controlled Evergo 
iational. Moreover, the obvious un- 
ss of the offer and the dubious con- 
of the campaign for its acceptance 
ultimately set legal limits on the use 
«s to sidestep takeover rules. 
e 10 February shareholders’ meeting 
ich the vote was held was described 
‘hinese Estates director Robert 
ison, a partner in law firm Richards 
, as “certainly the liveliest meeting I 
been to — and that covers the Bond 
isation and all the really difficult 
It was certainly the worst. I was sur- 
| that the thing was quite so heated." 
‘ought not to have been. Under the 

shareholders in Chinese Estates 
| see a 3276 diminution of asset back- 
und this was an improved offer made 
| bid involving a 37% diminution of 
backing was dismissed as "wholly 
juate” by Standard Chartered Asia, 
viser to independent shareholders). 
:holson might also have foreseen 
resentment against the strong-arm 
ds employed by the Laus during the 
riod and censured by the Takeo- 
anel. These tactics involved the use 
at one source described as “not the 
f people you normally encounter 

financial advice.” The message to 
trant shareholders was that failure of 
ivatisation could result in an un- 
ir dilutive rights issue. 

despite vociferous criticism during 
1d-a-half hours of stormy debate be- 


the decision of the shareholders' meeting 
must be approved by the Supreme Court 
of Bermuda at a hearing to be held on 24 
February. Although Bermudan courts have 
no track record of rejecting schemes, they 
are nevertheless an English-law jurisdic- 
tion. English case law provides clear limits 
on the use of SOAs to effect backdoor 
takeovers. 

Because SOAs are generally used to de- 
termine internal company matters, the le- 
gal emphasis is on the right of corporate 
self-determination. By contrast, full take- 
over bids involve at least two companies, 
and consequently the civil property rights 
of shareholders are given precedence. In 
material terms, this means that a 75% ma- 
jority of eligible shares voted is sufficient 
to pass an SOA, whereas acceptance of at 
least 90% of the independently held equity 
is needed before shareholders’ property 
rights can be over-ridden by a compulsory 
purchase of shares. 

In a 1975 judgment involving an soa 
for a company called Hellenic & General 
Trust, a British court stated: “Where one 
has in effect a takeover scheme, then 
putting it at its lowest there must be a very 
high standard of proof on the part of the 
applicant to justify obtaining by [a scheme 


D arrangement] what could not be 





tained by the takeover section." | 

The shareholders' meeting provided. 
proof that had the Laus tried to privatise 
Chinese Estates by bidding in the normal: 
way, they would have failed to achieve ac- 
ceptance by 9076 of the independent equity. 
During the meeting 90.02 million shares — 
10.15% of the total independent equity — 
was voted against the proposal. 

This was despite the fact that less than 
half of the eligible shares were voted. The 
Lau brothers hold 879.9 million shares, 
leaving 887 million shares in independent 
hands. Only the latter were eligible to vote 
at the meeting. In the event, only 424.6 
million shares were voted, of which 334.6 
million (78.8%) were in favour of the soa, 
and 90.02 million (21.2%) were against. — 

Still, the outcome begs the question of- 
how the Laus could muster as much as i 
78.8%. The depth of shareholder despair is 
the most likely explanation for the size of - 
the favourable vote. x 

In its capacity as independent adviser,- 
Standard Chartered Asia described the of- 
fer as neither fair nor reasonable. To the ire 
of minority shareholders, it nevertheless | 
voted its 4.65 million shares in favour of | 
the SOA, on the grounds that the opportu- — 
nity to sell out at a modest premium to- 
market value should be grasped. E 

“Frankly we never wanted to be long- - 
term shareholders because holding securi- 
ties isn't our sort of business,” said Stand- 
ard Chartered Asia director Dennis | 
Cassidy. Ironically, Stanchart's stake origi- | 
nated from underwriting one unpopular ` 
Lau rights issue too many. " 
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Paper chase 


Promissory notes scandal resurfaces 
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seven-year-old scam involving 

A US$3 billion of promissory notes 
. M& signed by an Indonesian has reared 
its head again. Three Italians went on trial 
in New York in January after being nabbed 
in a sting operation trying to sell some of 
the notes, which they allegedly knew to be 
phony. A second case is pending. A US 


financial circles, no matter what the ver- 
dict. 

The issue comes to light just four - 
months before general elections in which - 
allegations of corruption and nepotism will 
feature, albeit obliquely. Tempo, Indone- 
sia's largest circulation news weekly, pub- · 
lished a lengthy report on the promissory om 
notes on 8 February. The report did not . 


mention that Ibnu Hartomo. the sioner of ^ 
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headed Zubaidi Trading. 

M In August 1985, the men traded pro- 
missory notes. Zubaidi handed over five 
notes valued at US$500 million each that 
were drawn on the Bank of Nova Scotia 
(Cayman Islands) for immediate payment. 
In exchange, Hartomo signed over 505 
promissory notes of variable amounts with 
a total value of US$3 billion for payment 
between 1986 and 1993. At the Damascus 
signing ceremony, Chalid Mawardi, then 
Indonesian ambassador to Syria and cur- 
rently a senior official in the Nahdlatul 
Ulama, Indonesia's largest Islamic organi- 
sation, co-signed some of the notes and af- 
firmed that Hartomo represented the Indo- 
nesian Government. 

Three months later, Hartomo visited the 
Bank of Nova Scotia and was told that 
Zubaidi's promissory notes were worth- 
less. By that time, Zubaidi had already 
parcelled out many of the notes to other 
businessmen and had used others as pay- 
ment for purchases ranging from Finnish 
pulp to South Korean jeeps. 

By the beginning of 1986, businessmen 
worldwide began seeking payment on 
Hartomo’s notes. In March 1986, BI released 
a circular to banks in Jakarta stating that 
the notes were invalid and that the 
government would not redeem them. The 
message was also sent to Indonesian mis- 
sions abroad. 

In the intervening years, there have 
been a series of court cases in the US and 
Britain against businessmen trying to sell 
Hartomo's notes. In the current case in 
New York, the defendants were caught 
trying to sell a note worth US$2.8 million. 
Also in their possession was the circular 
from BI stating that the notes were invalid. 

What Hartomo intended to do with 
Zubaidi's money has never been clear. At 
the time, he told reporters that the armed 
forces needed money for housing. Presum- 
ably, he had more in mind as US$2.5 billion 
is about five times the entire annual de- 
velopment budget for the armed forces. 

Hartomo has refused all requests for 
information from the press. He did, how- 
ever, lose his job at the NDSC shortly after 
the matter came to light. 

Zubaidi's whereabouts are unknown. 
He has been involved in several major 
fraud cases and has fallen foul of bank 
regulators across the globe. An Israeli For- 
eign Office spokeswoman in 1990 accused 
Zubaidi of bankrolling arms purchases by 
the PLO, a charge that Palestinian diplo- 
mats in Jakarta have denied. 


Ringgit's 
new role 


Malaysia's central bank, Bank Negara, 
has apparently abandoned its three-year 
policy of depreciating the local currency 
to make Malaysia more competitive. 
The ringgit has climbed about 576 to 
M$2.59 against the US dollar since the 

inning of this year. It depreciated 
from M$2.58 against the greenback in 
1988 to M$2.79 in the last quarter of 
1991. 

On a trade-weighted basis, the ring- 
git slipped to 860 in the last quarter of 
1991 from a 1987 level of 1,000. Since 
the beginning of this year, the ringgit 
has recovered to about 910. 

The ringgit has also strengthened 
against the Singapore dollar in the past 
two months, to about 62 S cents:M$1 
from a December 1991 level of about 59 
S cents. In June 1991, the ringgit was 
trading at a level of 63 S cents, consi- 
derably weaker than its late-1989 level 
of 72 S cents. 

Analysts say Bank Negara's change 
of heart may have been prompted by 





defence will not hold up in court. “If Indo- 
nesia feels it has been deceived, it doesn't 
follow that the losses must be borne by 
someone else," Sclafani told Tempo. “The 
responsibility lies with the Indonesian 
government." 


Malaysia's stubborn inflation rate. 1 
nation's consumer price index (C 
which reached 5.396 in August, fell 
4.1% in November. Because of | 
strong ringgit, as well as the slow 
economy, the CPI is expected to mod 
ate to about 4% this year. 

The ringgit was considered by so 
analysts to have been fundament: 
undervalued in terms of purchasi 
power parity in the past two years, 
the chances are that the latest upw: 
movement of the ringgit could contin 
One analyst puts the Malaysian c 
rency's value in terms of purchasi 
power parity at M$2.50 against the 
dollar. 

Rodney Jones, an economist w 
Kim Eng Securities of Singapore, s 
the ringgit is still fundamentally unc 
valued. Jones says it could rise as h 
as M$2.40 against the US dollar. 

Malaysia began to depreciate 
ringgit in 1987 as part of an effor 
attract foreign investment. The po 
proved successful until mid-1991, } 
ticularly in drawing in Japanese inv 
ors. 
But the economy overheated, a 
growing 9% a year in the 1989-91 
riod, and imports surged. Malaysia 
a trade deficit of M$5.6 billion in the 
months to July last year, though 
deficit narrowed to M$965 million in 
three months to October. 

Malaysian interest rates are ¢ 
much higher than those in the 
and this has supported the curre 
One-month interbank rates for 
ringgit are about 8%, against 4% for 
US dollar. 

Analysts say a decision to aban 
the currency policy was made late 
year. Prime Minister Mahathir Mı 
mad said publicly on 10 January the 
believed the ringgit and the Malay 
stockmarket were both undervali 
while the economy was still sound. ° 
appears to have provided a signé 
foreign-exchange traders to buy 
ringgit. m N. Balakrist 


able for the notes. “If [St Angela Wo 
the Indonesian Government, they 
the wrong address,” Moerdior 
Tempo. "Ibnu Hartomo is person 
sponsible for the notes.” 

But some lawyers argue otherw 
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nila wins seal of good 
isekeeping from IMF 

he Philippines' economic 

rmance has gained the approval of 
AF mission, President Corazon 

ino has announced. This should open 
vay for the restructuring of more than 
.3 billion in commercial-bank debt 
more than US$400 million in official 

; that would have fallen due this 

The Philippine Congress has 

luled a special session on 24 

Jary to approve two tax bills that the 
vanted to see implemented before the 
oard gives its formal approval. 

ice Secretary Jesus Estanislao says 
oval should then come between 24 

?9 February, releasing the remaining 
7 million IMF standby facility. 


igkok awards contract 
mass-transit project 
consortium led by Lavalin 

aational Group of Canada signed a 
act on 8 February to build a Baht 68 
n (US$3.4 billion) elevated mass- 

it system in Bangkok. Lavalin was 
ed a 30-year concession to build and 
ite the system by the state-owned 
2ssway and Rapid Transit Authority 
ailand. The contract was delayed for 
st three years by political infighting 
n the Thai Government. In 

mber 1990, a competing elevated 
transit concession for the Thai 

il was granted to Hongkong's 

well Holdings. A third project 

sed by local real-estate group 

yong is under negotiation with the 
ypolitan Bangkok government. 


rrants bigger quotas 
ndonesian textiles 


ade negotiators from Indonesia and 
S have modified an agreement on 

' quotas to increase Indonesian 

ts of textiles and garments to the US 
' to 24%. The agreement, reached in 
'bruary meetings in Bali, updates a 
»ilateral trade accord between the 
ries. Indonesia exports about US$600 
n of textiles and garments a year to 
5, its biggest market. 


(US$51.3 million) buy-out. BCCHK has been 
shuttered since its parent, Bank of Credit 
& Commerce International, was closed in 
a worldwide sweep by regulators in July 
1991. Indonesian-owned Lippo said it 
would complete the purchase on its own. 


Hongkong-Singapore group 
signs Vietnam property deal 
> First Pacific Land of Hongkong and 
Straits Steamship Land of Singapore 
signed a US$75 million contract with the 
Vietnamese authorities to construct a 
commercial complex in Ho Chi Minh 
City. The 50-50 joint venture will be called 
First Pacific Straits Land (Saigon). The 
complex, which will consist of 20,000 m? 
of office space, 300 apartments and a 
hotel, will be located in the Don Le Loi 
area of the city. 


Business indicators 


Stanchart gets go-ahead 

to open Phnom Penh office 

> Britain's Standard Chartered Bank 
received permission on 8 February from 
the Cambodian Government to become 
the first Western bank to open a 
representative office in Phnom Penh. The 
office will advise business clients and 
cooperate with Cambodian banks to 
arrange financing for foreign trade. Last 
year, Bangkok’s Siam Commercial Bank 
became the first foreign bank to open a 
joint-venture branch with Cambodia’s 





Shuwa Corp., the troubled real-estate firm 
that controlled 34% of Chujitsuya. Daiei 
has offered to purchase the shares at 
¥2,700 (US$21.50) each before 28 February. 
The offer is close to Chujitsuya’s stock 
price in January this year but slightly 
lower than the ¥3,000 demanded by 
Shuwa earlier. Daiei's offer will cost an 
estimated Y102.6 billion. Chujitsuya ranks 
ninth in size among Japanese supermarket 
chains. 


Thai Airways gives details 

of initial public offering 

> Thai flag carrier Thai Airways 
International is to make an initial public 
offering of 100 million shares in the third 
week of March. In all, 300 million shares 
will eventually be sold to raise the 
airline's paid-up capital to Baht 16 billion 
(US$630 million) from Baht 2.2 billion. 
Currently, the Ministry of Finance 
controls 99.9% of the airline. The shares 


$ will be offered at a price of Baht 55-65. 


Malaysian tax haven 
lands first offshore deal 


» Malaysia's embryonic offshore 
financial centre on Labuan island has 
landed its first big underwriting deal. The 
Hongkong subsidiaries of Mitsubishi 
Bank and Tokai Bank, together with the 
Singapore branches of two major German 
banks, have agreed to serve as lead 
managers in underwriting US$120 million 
of floating-rate certificates of deposit 
issued by an offshore unit of Malayan 
Banking, Malaysia's largest commercial 
bank. The certificates will be bought by 22 
European banks, along with the overseas 
securities units of Japanese banks. 


Bond Corp. investigation 
may lead to criminal charges 
> The Australia Securities Commission 
(ASC) has discovered that Alan Bond's 
former corporate empire allegedly 
engaged in "major breaches of the law" 
involving financial transactions among 
different parts of the Bond group of 
companies. The two-year investigation 
could lead to criminal prosecution of 
former senior officials in the group, said 
the ASC. The watchdog agencv has 
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Last sale to 10 Feb. Latest week ago ago 10 Feb. rate} weekt agot ago 
Gold London (2) 355.00 35400 35505 368.85 Australia dolar 1336 1.0885 1218 12 
Copper New York (3) — Mos ^ Bangladesh* taka — 3770 370 —à 3365 358 
Current delivery (Feb.) 98.55 98.90 10540 107.45 Britain pound 0.5494 05611 05648 06 
Mar. delivery — 98.45 Brunei dollar 16215 — 16375 1.6785 AT 
Aluminium — London (7) Burma’ —— ka 6265 — 6285 6.265 58 
Current delivery (Feb.) 1,236.00 1,278.00 1,153.00 1,480.00 ome —* -KSE 1.174 1.1308 1.1: 
nn E eun. ET — — e nc 45 — 65850 559 49 
TES Pus Germany mark 15759 16163  — 1635 14 
Hongkong dolar — — 7749 à 77615 à 7760 1? 
wane DE. ME oR eee India rupee 25.8264 — 25804 258131 186 
22* Ger — Indonesia rupiah 2,004.00 2,003.00 1,980.00 1911.0 
"a Japan yen 126.67 12585 — à 12993 — 1278 
— (Mar.) 21600 214.50 225.50 229.50 Macaus pataca — 805 805 80 
—— — NEST? —— — — Malaysia dollar 2.6062 2.633 2.7435 26 
Jute Dhaka ( 11) 365.00 365.00 380.00 410.00 Nepal* rupee 42.70 42.70 42.60 241 0 
Palm Oil Kuala Lumpur (4) New Zealand dollar 1.8467. 1.8519 17806 16 
Current delivery (Feb.) 900.00 908.00 882.00 843.00 Pakistan rupee 24.6553 24.6553 24.59 218 
—— i mna | Papua N.G. kina 09533 09555 0943 09 
Sugar (3) Philippines peso 26.06 26.527 — 2670 28.1 
Current delivery (Mar.) 8.18 8.34 8.65 8.61 Singapore dollar | 16215 163755 — 16785 (7 
I. Lolo. Wirt cn Ol us GN SERPENT, "EUN C South Korea won 764.30 76260 — 75210 7220 
Pepper Singapore (9) Sri Lanka ru 41.784 4178 — 41.58 40.1 
Sarawak Asta bk 100% — — 20000 — X750 21800 — 2/500 ‘sated k — 12 — (0 
Wheat Chicago (5) Taiwan NT dollar 25.0145 25.095 2608 — à— 271 
Current delivery (Mar.) 45240 —— 44140 351.00 250.60 Thailand bah — 2536 25.39 2550 25.0 
ae — on gt EUM TRIN er ym 
11 00 
——— (Mar) Em oM E Other: — Commonwealth of Independent States (former Soviet Union) US$=Rouble 
ee — a EE URSI d itn et — SDR1-US$1.41382 ECU1 =US$1.295 S$1-M$1.6035 
5% white fob * woK 28200 — 28200 — 297.00 338.00 *Official rate {Middle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official 
Cundeey Mar) T 
Current delivery (Mar.) Shapes 576.20 55400 56620 Currency deposit and bond yields 
iw — — — e ⸗e mm eT Sd Spee ene ee een * 
Curent idee Mar) 111700 14910 — 149700 1,13800 10 Feb. s is dad ^ GR" KaMS 
Coffee —  NewYokO ae 4 US$ — 3935 39575 39375  — 4305 712 
Current delivery (Mar.) 69.65 73.85 7870 83.95 Sterling 104375 10375 1025 101875 93 
May delivery 4 7245 EAE Yen 54375 101875 4.9375 4.8125 54 
Petroleum Swiss Fr. 7.0625 7.1875 &^ 70625 6935 — 
Sumatran light Tokyo ( (10) 17.95 18.00 2090 21.00 Dm 950 950 94375 925 78 
Bet —— London (10) 18.85 18.13 2143 — 2193 MN - —1:8 t€ — 108 PE. — — Wi 
JEUTWECAG EN TEIUUUCRC S. RPE PS ISTE c$ 7.0625 7.00 700 — TJ M 
(1)M$a kg (2) US$ an oz (3) US¢ alb (4) M$ a tonne (5) US¢ a 60 Ib bushel —— 15 SUE AR49E — — 
Ouse ae bushel (7) USS atone (6) (B) PSS1, Me akg (9) $$ 2 100 kg (10) USS a bar SS —$ 84 
(11) BWD Source: Telerate, International Jute Organisation Offered rate Source: Telerate, Salomon Brothers 




















= Australia China — à 1 Hongkong — (India — Indonesia .. Japan — Malaysia 
Economic Growth % (real) (1) 
1991 2 45-7 3-4 3.5-4(4) 7 3.8 8.6 
1992 3.75 5.5-7 5 UR 4(4) 5.5 2 3.5 8.5 
International Reserves (5) 
Latest US$16.53b (Nov) US$40.92b (Sept) na. US$2.75b (Nov) US$8.57b (Oct) US$70.87b (Nov) US$9.88b | 
Yerewle = ia US$i550b — (SSBB — — na à— $1 $2980 — USiszb US$77.73b. US$7.74b 
Trade Balance (tota! merchandise) 
Latest 3 months -US$0.01b (Sept-Nov) «US$1.88b(Oct-Dec) +US$0.38b (Oct-Dec)  -US$0.30b (Jul-Sept) +US$1 2 (Sept-Nov) +US$23.90b (Oct-Dec) -US$0.18b 
Previous 3 months «US$1.16b +US$2.61b +US$0.66b -US$0.52b +US$1.09b +US$22.20b -US$0.74b 
Year earlier f «US$0.09b +US$3,82b -US$0.14b 3 -US$1.43b «US$1. .65b +US$10.90b ) +US$0.01b 
Exports (6) 
Latest 3 months US$10.58b US$22.42b US$28.20b US$4.03b US$7.35b/8) US$85.12b US$9.20b 
% change previous 3 months 43 +175 +5.8 41.1 0.9 +78 +3.9 
Somepiyerenio —, A — 5 Á—  — M . 88 iss atia —— 
Imports (7) 
Latest 3 months US$10.59b US$20.54b US$27.82b US$4.34b US$6.30bí8) US$61.22b US$9.39b 
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f there was ever a sure thing, it was 

the initial public offering from Anant 

Kanjanapas' Bangkok Land last Octo- 

ber. When the largest new issue ever 
to hit the Stock Exchange of Thailand (SET) 
finally listed on the day after Chinese New 
Year, it doubled investors' money. 

The share price climbed to Baht 154 
(US$6.00) on the first day of trading from a 
listing price of Baht 90. When investors 
clamoured for more, it hit Baht 181 two 
days later. Not bad for a three-month in- 
vestment. Unless, like Anant, you had 
bought Bangkok Bank shares at their Octo- 
ber low of Baht 284, took a profit when 
Bangkok Bank hit Baht 560 on 16 January 
and bought Bangkok Land shares in the 
grey market at Baht 110. 

Still, no one is asking what happened to 
the Baht 5.4 billion of investors’ money 
during the three-month wait between 
Bangkok Land's initial offering and its list- 
ing. After all, it was virtually guaranteed 
by Anant with the most expensive adver- 
tising campaign in Thailand's history. 

With Bangkok Land to account for 10% 
of the SET's market capitalisation upon list- 
ing, Anant had plenty of face to lose if the 
share price did not soar. He had to beat 
records set by previous new issues. Anant 
spent the weeks before the debut talking 
up the company and admonishing any 
analyst and broker who voiced doubts. His 
activities were such that even the SET's 
timid officials complained he was ignoring 
their rules. 

But if the initial performance was a sure 
thing, what about the follow-up? Shroff 
predicts that Bangkok Land's share price 
will remain above Baht 150 for perhaps the 
next four months. But it may then begin to 
slump, whereupon rumours of a needed 
cash call will pump adrenalin back into 
Thai punters. 

Analysts say the number of projects 
Anant has announced — excluding the 
company's US$2.4 billion, 470-ha Muang 
Thong Thani centrepiece in north Bangkok 
— will require a substantial capital rise. 
Bangkok Land has another 400 million 
shares to place, having listed only 60 mil- 
lion shares, or 10% of its equity. SET rules 
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Land ahoy! 


ing 7% annual GDP growth. So there is de- 
mand out there. 

But the property sector is increasingly 
becoming a buyer's market. Bangkok Land 
is fighting for buyers. Local real-estate ads 
also indicate that many sales at the com- 
pany's Muang Thong Thani development 
project have been to speculators. 

There is also reason to doubt the ac- 
counting practices of local real-estate 
firms. They book income on sales far 
ahead of receiving payment, sometimes 
close to the entire amount on completion 
of the sale. This leaves little room for de- 
faults or delayed payments. Nor does it 
assure that future income streams can be 
maintained. 

But above all, Shroff must wonder 
about a company that reports every one of 


Raise the roof 


its projects to be 80% sold out. Muang 
Thong Thani was 80%-sold two years ago. 
According to the company, it still is. Anant 
says each of his new smaller housing 
projects are 80%-sold. Perhaps there is 
something lucky about the number 80, but 
its frequent use raise questions about Bang- 
kok Land's numbers. 

So does the company’s projected Baht 
4.7 billion in interest earnings over 1992-94. 
This will supposedly result from arbitrag- 
ing interest rates — borrowing money off- 
shore and depositing it in Thailand to earn 





to the initial offer in October have 
rently taken their profits. If a cash cali 
the cards in six months, then “there 
hurry to buy now,” says one analyst 
m Paul Hé 


Malaysian brokers may soon have mı 
worry about than falling turnovei 
shrinking commissions. For some, ài 
cial knock at the door looms. 

Signs of a sequel to last July's prob 
BBMB Securities, a unit of state-o 
Bank Bumiputra, have been buildir 
some time. Indeed, Finance Mii 
Anwar Ibrahim indicated in late 199 
another big player is under scrutiny. 

It appears likely that the next swee 
take in several companies. One \ 
Shroff knows has already encounter: 
authorities is Kuala Lumpur-base 
Securities, one of Malaysia's bigges 
kerages. Sources say police visited T. 
fices at the end of January. TA has 
confirmed that the Kuala Lumpur 
Exchange (KLSE) and police "are inve 
ing the activities of two remisiers [on 
and one present] of the company re 
to potential offences of theft and /or 
nal breach of trust." 

Managing director Tiah Thee Kia: 
the complaints against the remisiers 
lodged by TA, though he declined 
ment on the investigation. 

The reasons why Malaysian regi 
are casting a beadier eye over their cl 
just now may have something to d 
the KLSE's recent sluggishness. A 
daily volume is not much more tha 
the M$100 million-plus (US$40 mill 
reached after the exchange's 1990 spl 
Singapore. The loss of business, som 
ket sources say, has increased the aj 
of illegal activity. 

There has been unconfirmed r 
talk of the use of unlicensed dealers t 
duct stock transactions and manipul: 
ent positions to favour certain large 
nee accounts. 

Another complaint is that some ? 
sian-Chinese firms are paying th 
censed bumiputra brokers less thi 
business booked to their accounts 
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The Commerzbank report 
on German business and finance 2/92 





Is Germany's monetary policy 


By raising its key lending rates in 
te December, the Bundesbank exacer- 
ited fears about the future course of 
e economy and prompted criticism 
woad. However, Germany's current 
'onomic situation clearly requires a 
tht monetary stance. 

In mid-1990, unification exposed the 
‘est German economy, with its already 
gh capacity utilisation, to a huge de- 
and shock. Inflation could only be 
iecked by curbing other claims on pro- 
ictive capacity. To some extent, this 
as achieved through the simultaneous 
‘cline in foreign demand, which could 
t have come at a better time. Yet 
‘hough a further substantial part of the 
ditional demand was covered by im- 
mts, upward pressure on costs and 
ices persisted. 

The task facing economic policy was 
choose a mix of fiscal measures - pub- 

spending cuts in western Germany, 

« increases — and monetary tightening 

rein in overall demand. While it is 
dte logical in a democratic system to 
ve monetary policy bear the brunt of 
is burden, this is a weak solution econ- 
aically - even in purely domestic terms 
as the resulting high interest rates pri- 
arily hit capital spending. 


icy not overly tight 


It is hard to assess at this point how 
itrictive German monetary policy has 
come, and thus to predict its impact on 
nomic performance in 1992. Short- 
m interest rates seem to tell a clear 
ry: since the monetary reins were first 
htened in mid-1988, the key rates have 
2n raised twelve times, lifting the dis- 
int rate from 2.5% to 8% and the 
mbard rate from 4.5% to 9.75%. 


stance justified? 


"The Bundesbank's policy 
is completely in line with the 
Maastricht accord." 





Long-term interest rates, however, have 
receded by about one percentage point 
since the second half of 1990 and can 
no longer be regarded as very high, es- 
pecially with inflation now at 496, 

Above all, though, monetary growth - 
as measured by M3, the Bundesbank's 
official yardstick — is still 
sizeable, and the pace of 
expansion has not slowed 
much since 1989/90. 
Indeed, M3 growth in 
1991 probably somewhat 
overshot the target. Even 
allowing for special fac- 
tors, such as the demand 
for D-marks in Eastern 
Europe and the fact that 
unification has made it 
more difficult to inter- 
pret monetary growth fig- 
ures, the economy does 
not seem to be short of 
liquidity. Monetary policy 
is somewhat restrictive, 
then, but not enough to 
cause a recession. 

An appraisal of German monetary 
policy in its international context is more 
difficult. The fact that the latest German 
interest-rate increases more or less 
coincided with a cut in the U.S. discount 
rate to 3.5% strengthened the D-mark. 
Neither the Fed nor the Bundesbank, 
however, is concerned about a strong 
D-mark. 

The situation is more critical within 
the European Monetarv Svstem and 





within the D-mark bloc. As long as 
exchange rates are fixed, some countries 
are obliged to steer a restrictive monetary 
course, even if this is not warranted on 
domestic grounds. Yet rather than sug- 
gesting the need for a change in German 
monetary policy, this raises the question 
of how appropriate it is to maintain fixed 
exchange rates when the key currency 
is exposed to extraordinary economic 
circumstances. 

In the foreseeable future, the scope 
for monetary easing in Germany will 


German money supply M3: Target range and 
actual growth 





Target range: 
+3% to +5% 


Outcome: 5.1% *) 


Target range: 


+4°% to +6% 


1989 1990 1991 
*) as from 1991, all-German figures. — Target or target range from 4^ qtr. to 4^ qtr. 
estimated 


remain limited: wage settlements and 
government deficits are too high and 
an economic upswing is on the horizon. 
With only a brief interruption during 
the second half of 1992, inflation in 
western Germany will remain fairly 
high in 1993. Seen against this backdrop, 
Germany’s tight monetary policy is 
completely in keeping with the prin- 
ciples adopted by the EC countries in 
Maactricht 


















The London School of Economics and Political Science 


SUMMER SCHOOLS 1992 


Two Three Week Sessions on 


INTERNATIONAL STUDIES & 
MANAGEMENT 


SESSION ONE: 29 June ~ 17 July 1992 


International Studies 

The New Europe and the World Economy 

The Political Economy of Development: a new agenda for the 90s? 
Management 

Human Resource Management 

Design and Management of Efficient Organisations 

Marketing 


SESSION TWO: 20 July - 7 August 1992 


International Studies 
* The Soviet Union and Eastern Europe: the retreat from Socialism 
* international Politics of the Environment 

Management 


* Computer Models for Management Decisions (Level 1) 
* International Business Strategy 


Further information and Applications: 
Nicola Meakin 
Short Courses Office 





| Tuition Fees: 
£625 for one three week session 
£1125 for both three week sessions 
Students may select one course in each London School of Economics. 
session. Each three week session is Houghton Street 
designed to satisfy the requirement for a London WC2A 2AE 
three credit course. Tel: 071-955 7227 Fax: 071-955 7676 










SWITZERLAND 


High standard, sports activities, language courses, 
excursions, mountain hikes, summer skiing. 


INTERNATIONAL TEEN CAMP 


LAUSANNE-Loke Geneva - Co-ed 15-19, July-August 


INTERNATIONAL JUNIOR CAMP 
GSTAAD -Bernese Alps - Co-ed 7 -14, July-August 


Folder and references: ITC, P O. Box 122, CH-1012 Lausanne 
Phone: 41/56 22 67 78, Fax 41/56 226 775. 
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THE 
ASIA .. 
SOCIETY 


DIRECTOR... 
CONTEMPORARY AFFAIRS 


The Asia Society seeks an experienced Asian affairs speciali 
direct its Contemporary Affairs Department at its New York hea 
quarters. The Director has overall responsibility for the Society 
national public education programs for adults dealing with co 
temporary issues in Asian politics, economy, societ and intern 
tional relations. The Director develops projects including studie 
international conferences and seminars, regional program 
around the U.S., books, reports and briefings, has responsibili 
for fundraising, and for developing the Society's relationships wi 
Americans and Asians dealing with contemporary issue 
Activities encompass Northeast Asia, China, South East Asia a 





. Oceania and South and Southwest Asia. 

. Qualifications: Extensive knowledge of Asian affairs through pi 
fessional experience or academic training with emphasis on poli 
cal or economic issues, international relations, or modern histo 

— Expertise in at least one major country or region and advance 
competence in at least one major Asian language are strongly pi 
ferred, Strong administrative, communications, and interpersor 
skills are required, Substantial experience in public educatic 
policy analysis, institutional development and fundraising in t 

.S. is very desirable. — 

Professionals in government business or journalism as we 
scholarship are welcome to apply. Salary commensura 
qualifications and experience. Excellent benefits package: 
of application with resume should be sent to: E 

i THE ASIA SOCIETY 
BOX CF 

725 PARK AVE, NYC, NY 10021 

equal opportunity employer m/f 















Business Opportunities 


Outstanding Profit Opportun 


We are expanding our existing business in the USA and are 
seeking investor/partners to assist in this expansion. Our produ: 
are a proven success in Europe, Australia, Asia and the USA. 


W Seeking active or passive partners or investors 
W Existing business in U.SA is expanding 
W US $10 billion dollar market 
UU No competitive products on the market : 
Bl Business operating internationally for 10 years 2 


Investment required is in the order of US $250,000 to $1 mil 
Investors with business experience and can demonstrate the at 


Sa ab ce ee, A en an ame D rn rmn d 





ASSIFIED ADVERTISEMENTS 


Se ooo 











)IEGREE COURSES 


1 Master's degree in Business Admin- 
n (MBA) entirely at home anywhere in 
orld. Also Bachelor's, Master's and 
fate programmes in Computer Sci- 
Economics, Education, Engineering, 


B EACH 





She Core efle 
coáísr A UST RÀ ÀLÉÍA 


GOL D 


WHILE MANY WILL DESIRE EXCLUSIVE FEATURES INCLUDE 
ational Law, Languages, Sciences, etc E THE LIFESTYLE INHERENT 
tsbridge University f THESE MULTI MILLION DOLLAR ° ABSOLUTE BEACH FRONTAGE 
FERS, P.O. Box 3, Sudbury, S AND PRIVATE BOARDWALK 






k, England. Fax: +44/787-278478 






* ROOF TOP ENTERTAINING 


PRIVILEGED OPPORTUNITIES 
AWAIT THE VISIONARY BUYER ° GLASS BOTTOM POOLS AND 
FULLY EQUIPPED 
THE REWARD A PHENOMENAL POOL SIDE BARS 
PACKAGE OF ARCHITECTURE TO EACH APPARTMENT 
VIEW CLASSIFIED AND INTERIOR DESIGN * DESIGNER KITCHENS 
A EACH APARTMENTIS X * THREE LOCK UP GARAGES 
VERTISEMENTS ABSOLUTELY INDIVIDUAL PER APARTMENT 
LA BRILLIANTLY APPOINTED * STATE OF THE ART SECURITY 
lard Units: 






) page (230 x 41mm) USS$1,610 


SECURE AND PRIVATE 


* ON SITE CONCIERGE /BUTLER 





MARKETING AGENT MR JOHN LEES 

MR MICHAEL NELSON FERRIER HODGSON MARFAN 

) page (120 x 88 mm) USS1,680 RAY WHITE SURFERS PARADISE 31 CHARTER RD HONG KONG 
) page (230 x 88 mm) US$3,220 (ISD) FAX 61 75 701 344 FAX 852 521 7632 
) page (120 x 183 mm) US$3.360 (ISD) PHONE 61 75 381 555 PHONE 852 820 5600 






1ge (240 x 183 mm) US$6,720 









(TORE OLPIEET RED 


TENDER CLOSES 14 TH FEBRUARY 1992 


SEPARATEILY ) 






[o place your classified ad, fax: Hong Kong (852) 8346051 or call: 


long Kong 8328473 Sydney 3639736 Seoul 7856665 
ingapore 2203720 Jakarta 5703123 London 3340008 
okyo 32700251 Taipei 7775723 New York 8086618 
'angkok 3913275 Manila 8273950 Auckland 4130561 


Se pr 


For a Major International Investment Fund 


NEEDED IMMEDIATELY 


FUND MANAGER 


(For Southeast Asia and Asian Markets) 


— Applicants must have 5 years experience with proven track 
record in Asian Markets. MBA required. Much travel, 
single status preferred. 

We offer excellent opportunity and remuneration package. 

Please send resume, references and salary requirements to: 

Box 0220, FEER, GPO BOX 160, HONGKONG 








GRACIOUS COUNTRY HOME UBC CHAIRED PROFESSORSHIP IN BUSINESS 
LESS THAN AN HOUR FROM The Faculty of Commerce and Business Administration has created a new position that 
itis Currently seeking to fill. This Chaired position, at the Full Professor level, is open to 
MID TOWN MANHATTAN candidates who have an internationally recognized track record of teaching and 
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RESEARCH & 


INNOVATION 


The sky's the limit 


ndia has established a firm foothold 
in the satellite-data market dominated 
by the US Landsat and French Spot 
systems. Two Indian remote-sensing 


| satellites are operating: an IRS-1A launched 


in March 1988 and an IRS-1B put in orbit 


| in August 1991. Two more-advanced satel- 








lites are being planned. 

[India says the quality of its images is 
comparable to that of those supplied by 
Landsat and Spot — but at a lower cost. 
Exact comparisons, however, are impossi- 
ble because of differing specifications. 

The scale of costs from either of the 
Western sources has produced a substan- 
tial lower-tier market. For instance, a sim- 
ple satellite picture of a specific area of the 
world for hanging on a wall would cost 
about US$70-75. 

Obtaining higher definition in the pic- 
ture would cost about US$1,800. A digital 
image supplied by Spot would be around 
US$2,600, while a so-called thematic image 
from Landsat, showing such items as 


| vegetation, mineral distribution or flood- 


ing, would be about US$3,500. 

Repeated images, to show such items 
as crop-growth over time, involve substan- 
tial costs. For cash-starved Third World 
countries, seeking data to help with crop 
estimates, monitoring pollution and warn- 
ings of flooding, these costs can be prohibi- 
tive. Part of the reason for such high costs 
is the sophistication of the imaging devices 


| aboard Landsat and Spot and of the equip- 


ment used to manipulate the data at 
ground stations and marketing agencies to 
show different items. 

China has had its own remote-sensing 
satellites since 1970, but until recently it 


|. has been unable to commercialise the 
| products because of poor quality images. 


But it has started a major cooperative 


| programme with Brazil, which has also 
. been seeking advice from India, to launch 


two Earth-resources satellites in the early 
1990s. 


| India has a window of opportunity in 


| the low-cost market, and used the occasion 


of a meeting of directors of remote-sensing 


agencies sponsored by Escap last year to 
| ehaur aff ite TRGC1TR imaoes Accordine to 


path. Each orbit takes about 103 minutes, 
with the orbits shifting about 25 degrees of 
longitude westwards over the Earth each 
time. 

The daily shift of the satellites' orbits is 
about 1.17 degrees of longitude, so that so 
far as data on India itself is concerned, full 
coverage of the subcontinent is completed 
every 22 days. Both satellites use linear 
imaging self-scanning sensors, with which 
each line of an image is electronically 
scanned by a linear array of detectors. 
Successive lines for scanning are produced 
by the satellite's movement in what is 
known as the push-broom method. 

Multiple sets of sensors produce an 
image swathe 148 km wide with one set, 
with the combined width of the other two 
sets being 145 km. The next two satellites, 
IRS-1C and IRS-1D, will have higher 
resolution both of objects and between 
bands of the spectrum. The sensors will 
also be able to tilt and refocus to cover 
paths alongside that directly below the 
satellites. 

IRS-1A is living on borrowed time, hav- 
ing exceeded its design life of three years. 
Until the launch of IRS-1B, it had provided 
about 72% of India's demand for satellite- 
data products. It has also acted as the main 
element of the National Natural Resources 
Management System, which is at the heart 
of India's planning process. 

The satellite has also enabled India to 
offer technical assistance to an Escap /UNDP 
project to assess the economics of remote- 





sensing applications that is assis 
natural resources and environme 
velopment project started by the Asi; 
velopment Bank (ADB). Perhaps mo 
portantly, it has enabled India to se 
series of remote-sensing service cen 
provide uses for the satellite data, i 
provide training for Indian special 
data analysis as well as for techr 
from other countries. 

At the Escap-sponsored meeting 
mote-sensing chiefs last year, India p 
the case for a pooling of expertise 
form of an Asia-Pacific Environme 
Natural Resources System as a re 
cooperative venture. It had prev 
mooted the idea of a Commonwea 
mote-sensing agency to benefit Cor 
wealth member nations. 

Commercialisation of satellite « 
here to stay. The cost of a basic s 
and its launching runs to about l 
million, with the cost of a ground ste 
about US$20-30 million and an í 
operating cost of US$1 million. 

An ADB report on remote sensir 
sales of Spot data produce about 
million a year, and with a nominal s 
life of three years, its costs can only 
covered by selling acquisition rig 
several countries. This has created 
ondary industry in which various la 
agencies and sub-agencies offer ¢ 
packages of data services, adding vi 
manipulating basic satellite data in! 
ous forms of product. 

The need for satellite data has t 
evident as the realisation has sunk 
aerial surveys are not a cheaper : 
tive. Aeriel surveys cost about 10 ti 
much to cover an equivalent area 
satellite data has become more ¢ 
equivalent as technology has imy 
except for very small areas wher 
resolution is needed. 

As the ADB report points out, suc 
as the rate of depletion of Thai fore 
rate of growth of Philippine fishp« 
the expense of mangrove are: 
changes in the course of Indonesia's 
River in Java because of higher se 
tation rates have been quickly reve 


Completely New and Revised 
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An essential nook 
for Anyone Doing 
Business with China 


The Almanac of China’s Foreign 


Economic Relations & Trade 1991/92 
China's trade policies with the rest of the world have never afforded more opportunities 
than they do today. The country represents unprecedented potential — an expanding 
market equivalent to one-quarter of mankind. And yet, data on this rapidly growing 
economy has, until recently, been scant and unreliable. 
Now, there is one book that encapsulates every detail relevant to a businessman con- 
ducting dealings with China — The Almanac of China's Foreign Economic Relations 
| & Trade. — 
What is it? 
The Almanac features articles and data contributed by leading scholars and other authori- 
ties as well as representatives from China's Foreign Economic Relations and Trade 
epartment. Its contents are extensive and detailed, systematically laid-out for ease of reference. It includes vital information 
businessmen — such as trade policies and restrictions — and even offers listings of potential joint venture partners. 
ho needs it? 
1e Almanac is absolutely vital to anyone engaged in business or government relations with China. It is also a fascinating 
cord of the changing face of China's policies. Not only is it one of the few books that offers an accurate view of China's 
'onomy but it is also the most up-to-date documentation of its kind. 
brings you all the information about China's foreign economic relations and trade you will ever need to know: 
Hundreds of pages of detailed data examining the changing face of China. 
Expositions, speeches and articles contributed by distinguished scholars and other authorities, pertaining to the exciting 
market potential and business opportunities available in China. 
Hundreds of tables, charts and photographs of interest. 
A systematic and valuable reference for those with business and government relations with China. 











=e cm ac et ste — — — — — —À —À — — —— —— — — — — ——— — — HS D 
ix, mail or phone: The China Phone Book Co., Ltd., GPO Box 11581, Hong Kong. Fax: (852) 838 7753, Tel: (852) 832 8448. 
Send copy(s) of The Almanac of China's Foreign Economic Relations & Trade 1991/92 at US$80/HK$624 


r copy. For airmail delivery add US$29.50/HK$230.00; for surface mail delivery add US$14.00/HK$110.00. 
| enclose a cheque made out to The China Phone Book Company, Limited. 
Charge my credit card (tick one) 

Q Visa f1 MactarCard Pr neve F3 Aena 
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The library and reading room 
39th floor, Island Shangri-La Hotel, Hong Kong 


" 


In Asia’s bustling cities, 


~\ c " j 


an oasis awaits the trader and traveller. " 


SHANGRI-LA 


T FEBHUARY 199592 


TAIWAN STOCKS 
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Cambodia and the UN 
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DUBAI 
DUTY FREE'S 
FINEST SURPRISE 
CONTINUES... 














MERCEDES BENZ 500 SEL BMW 850 i 


YOUR OPPORTUNITY 
TO WIN THE 
WORLD'S FINEST CARS 
AT THE 
WORLD'S FINEST 
DUTY FREE 


Dubai Duty Free's Finest surprise now 
offers you a choice. Tickets may be 
purchased for one or both cars. 


For each car, tickets are priced at Dhs. 500 
and limited to 1,000 bonafide departing 
and transit travellers. 

The draw date and winning numbers 
will be published, and each participant 
will be advised. The cars will be 
shipped to the winners country of residence 
free of charge. 


The finest collection at tbe world's 


cA b 
» 
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aseline for change 

s editor and contributing writer I must 
ank the REVIEW and Grant Evans for 
ving such a positive review of the book 
ie Hmong [BOOKS, 6 Feb.]. 

At this time, a plethora of studies on 
mong adaptation are coming out of the 
S, many of them written by young. 
mong-Americans who have never seen a 
iditional village. These studies often start 
mid-air. They inevitably talk of adapta- 
m, mostly in terms of problems, but are 
pe too precre d o E 
hat the Hmong are 

ming hope v iere Toe Mi E 
e world the Hmong are leaving, some 
rt of "baseline" from which to measure 


"If The Hmong only hints at change, it 
ers very clear of controversial issues | 
the reviewer notes. lt wes a delit. 
cision to avoid political controversies. It- 
is not easy to produce a non-political 
ok on the Hmong and the text was read 
dynein leg Agreement 
E 

But I would take Evans gently to task 
* statements he makes on the 

uation, which are adjunct to his review - 
The Hmong. Ban Vinai Camp is not "the 
gest concentration of Hmong in the 
orld,” though it probably was when 
ans visited a decade ago. 





With à current population of dude. wis Decii eri tiere ae REP De ae LUI LC Ie S E  RG NER S N 
000 (not ,000 as sta Ban Vinai o . a 
M ie ap Meeting client needs is half the story. 
es is only a : : 
ger than the largest settlements in Thal- Meeting society’s needs is the other half. 
ER Lei on Bane diu pans; We at Fuji Bank believe that 
^nt to repatriate Hmong from Ban Vinai servicing both the needs of clients and 
Laos. Ban Vinai will close before the end those of society represents the new standard 
1992 bes: ~ ——— population ier for banking excellence. Responding responsibly and 
iang Kham and the paeem aa ss sensitively to new environments is how Fuji Bank 
ikorn Phanom. proves its commitment to improving 
The agreement on repatriation of the quality of life for everyone. 
Itribe refugees relates only to those who 
sh to return mnc to Laos under 
HCR a 
The. Hmong Was not exactly produced, n 


Evans states, with a grant from the 
HCR. This was the intention at the out- 
, and a small amount of UN was 
od to — AME information gathe Banking Excellence 


cR’s financial crisis af- | 
ted Tas EEG ngs woh Gites dme it Il! R NK 








The Golden Gate Bridge, 
photographed by Morley Baer. 


Currents Of Change. 


With over sixty years experience 
supporting commerce across six 
continents, Bank of NN has the 
perspective to understand the forces 
that shape economic growth. And the 
strength to influence them. While 
others are simply responding to change, 
were active in directing its course. 
And helping our clients make the most 


of the opportunities it creates. 


Ul 


Bank of America 





“WHEN I’M IN GUANGZHOU, 
YOU'LL ALWAYS FIND ME AT THE WHITE SWAN.” 


THE ONE BUSINESS HOTEL THAT'S ALSO A SUPERB RESORT, 


THE WHITE SWAN IS AN EXTREMELY COMFORTABLE DELUXE HOTEL. LOCATED ON HISTORIC SHAMIAN ISLAND, 
ON THE PEARL RIVER, IT’S CLOSE TO THE AIRPORT, AS WELL AS OTHER KEY POINTS IN THE CITY. BUSINESS 
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i The man for g governor - 
In reference to the story [16 Jan.] on the 
meaning of the retirement of Hongkong 
Governor Sir David Wilson and his poten- 
tial successors, I believe there is one emi- 
nently well qualified candidate which you 
did not mention: British-born, Harvard 
University scholar Roderick MacFarquhar. 
MacFarquhar is a top-notch sinologist 
with impeccable academic credentials, un- 
failing diplomatic instincts and unim- 
peachable integrity. He also possesses 
valuable political experience gained from 
being a member of parliament for five 
years. 

As governor of Hongkong, MacFar- 
quhar would not only have the trust of the 
Hongkong people and the full confidence 

. of London but would also command the 
a respect of Peking. pU. 
E ortunate that this talented man 
is not among ose being. considered by 
< London. D 
















ANDREW SCOBELL 


ly, t ci ae end a Yi Dy- 
ich had ruled. Korea since 1392, 











orea in 1910. 
japan forced the Korean Em- 
to sign a treaty that made his 


. was learned that the Kojong had sent secret 

 emissaries to the international peace con- 

~ ference at the Hague in 1906 to seek help 
from the major powers, the Japanese forced 
Kojong to abdicate in favour of his son 
Sunjong. 

In August 1910, Korea was formally 
annexed by the Japanese empire, thereby 
ending the last and longest Korean ruling 
dynasty. Korea, or Chosen as the Japanese 
called it, remained under Japan's colonial 
domination until 1945. 





Today, the last prince of the former: 


imperial house of Korea is Lee Kyu (Yi Ku), 
an American-trained architect who lives in 
his native Tokyo. He is the son of Crown: 
Prince Yi Euna Ja : 





of t the childless. cH tt — » 
taken to Japan in 1907 at the age of 1 


hoetaeo Hie wathar Az assess watt ASA Jv | 


including access to large data bases. ` 







by the Japanese when they an- 


pra tices or for very deliberate reasons 2 
in the case of the rice markets, rema 


Japanese protectorate. When it ^ closed. Please be careful when comparing. 









» ing ii — be informed that Terrel 


her r tered — by Terrell that the co 
is. was not carried out by Fiji military forc 
but rather by a 





Prinoess Pang Ja, who was given a re 
dence on the spacious grounds of Seoul's 
Changdok Palace, died in 1989. She was 
buried beside her husband at a Yi Dynasty 
royal gravesite in Kumgok, east of Seoul. 

New York BRADFORD TREBACH 





Breaking closed markets ! 

In your LETTERS column of 6 February 
David Glantz claims that the US Trade 
Centre located in Tokyo is the “only rea- 
sonable start" for US companies looking to 
export to Japan. He further suggests that 
complaining to the US Commerce Depart- 
ment is not a serious way of entering Ja- 
pan's markets. Certainly, needless com- 
plaining and insults by either Japanese or 


American businessmen and politicians 
| helps no one. However, in his two years of 













experience in Japan, Glantz may h 
come across the case of a large Illinois p 
manufacturer who was denied acces 
the Japanese market because their pai 
was so flame-resistant that it refused 
burn in tests, thereby. failing the tests. 
cause the paint did not produce a c 
withinacceptablelimits. —. — 

Yes, trade shows do have their benefi 








all too. often, prodding the State Dep | 
ment into helping them is often the o 
t to many companies denie 
fe into a country that, for sociolog 

ns such as collusionary busine: 


an emerging exporter of mainly primary 
goods with one of the world’s s largest ex 
porters of secondary goods and services. 
Tokyo CHARLES ALLARD 


—r—————————— 


Questionable credibility | 
I belatedly read with interest the article 
The plot thickens [31 Oct. 91], which dis- 
cusses allegations made by self-styled 
mercenary Jack Terrell that Philippine For- 
eign Secretary Raul Manglapus conspired 
to assassinate leaders of the Reform the 
Armed Forces Movement. My knowledge 
of this case is limited, but those consider 










B7. coup. Wu. Fiji 1 ‘enol 


sq juad. of mercenaries. | 


wired iw oa ub CX 204 ee d ignei 
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The laboriously won peace 
accord signed in Paris by 
Cambodia’s warring factions last 
October threatens to unravel 
unless the UN can rapidly 
deploy its promised 

acekeeping force. However, 
the arrival of the UN force is contingent 
on internal UN budgetary and 
bureaucratic considerations. Meanwhile, 
tension and rivalries, both between the 
factions that fought the 13-year war and 
within the present government, threaten 
to re-erupt into open conflict unless the 
UN can separate the former combatants. 
Further complexities faced by the UN 
include demobilising at least 150,000 
troops from the faction armies and 
resettling some 350,000 refugees. 
Whether the UN force can succeed in 
this ambitious mission has become the 
defining issue within Cambodian 
politics, REVIEW correspondent 
Nate Thayer reports from Phnom 
Penh 22 





Regional Affairs 


India : Government 

After general elections in June last year, 
the Congress party government in New 
Delhi faced enormous hurdles: it lacked 
a majority in parliament; the economy 
was in deep trouble; India’s main 
foreign backer, the Soviet Union, was on 
the ropes; Prime Minister Narasimha 
Rao was a compromise candidate facing 
powerful factional rivals. In a short span 





INTELLIGENCE 


Credit Squeeze 


A dispute between a number of foreign 
and South Korean banks over the latter's 
failure to honour US$29 million in letters 
of credit now appears to have reached a 
higher political plane. France’s Minister 
of Industry and Foreign Trade 
Dominique Strauss-Kahn raised the 


of six months, the prime minister has 
achieved a remarkable turnaround in 
national politics — converting weakness 
into strength. He has made a start on 
economic reform, moved closer to the 
West in foreign policy and kept his 
factional rivals and the opposition at bay. 
However, much remains to be done 10 


Philippines : Election 

Despite President Aquino's backing, the 
presidential campaign of Fidel Ramos 
begins to falter due to shortage of funds 
and lack of support from mainstream 
politicians 13 

Singapore : Anniversary 

Senior Minister Lee Kuan Yew marks the 
50th anniversary of the fall of Singapore 
with a speech on the military role of 
Japan 13 


China : PLA Cuts 
Peking orders the People's Liberation 
Army to reduce its ranks by 
around 10% 15 


Burma : Border Wars 

The sheer size of the 
country's rapidly enlarged 
armed forces appears to 
have encouraged the ruling 
junta to launch raids across 
neighbouring borders 16 


Malaysia : Military Task 
The new armed forces 
chief's task will be to help 
define the military's role in 
national security 16 


international banking community to 
pressure the South Koreans to pay up 
rather than becoming entangled in 
drawn-out legal proceedings. 


Exchanging Places 


Brokers in Jakarta are up in arms about a 
government plan to force some listed 
companies to delist from the Jakarta 
Stock Exchange, the country's main 
bourse, and trade their shares only on a 
small privately run exchange in 
Surabaya, East Java. Shareholders of the 


Surprising strength (10). 





Philippines : Elections 

The country's voters face the dauntir 
task of selecting up to 44 candidates 

their ballot papers in the May polls 1 


Hongkong : Environment 
Business leaders take the initiative in 
plan to clean up the environment 17 


Thailand : Election Violence 
The killing of political opponents is < 
routine feature of election campaign: 


Taiwan : Opposition 

The government appears set on takir 
drastic measures against the DPP’s 
demand for Taiwan's independence 


Focus : Aviation and Aerospace 


Survival was the name of the game ! 
1991, with very little cheer among th 
world's airlines. Even in Asia, profit: 
general fell — with the exception of 








Government sources say only about 
30 firms are likely to be affected, 
principally smaller companies with 
operations in East Java. Brokers say 
move, which is expected to take pla 
before April, will make trading in 
Indonesian stocks more expensive à 
add further delays to the settlement 
process. 


Cable Splicing 
Singapore Broadcasting Corp. (SBC) 
and Television New Zealand (TVNZ 





ilippine Airlines and Air India. 
wever, prospects for some airlines in 
? and beyond are brighter 29 


s & Society 


wan : History of its Own 

independent mood has hit academia. 
itorians are discovering Taiwan's past 
1 filling in the gaps left by decades of 
ce-fed Han Chinese nationalism. One 
ipter in particular — what happened 
‘ing the 1947 uprising in Taiwan — is 
ng rewritten 48 

s mood is catching: from cuisine to 
15, a minor wave of nostalgia is 
shing over Taiwan's middle class 48 


Jil te ubl 


ian : Markets 

' Tokyo stockmarket's failure to 

ipe its bear trend is increasingly 

ag viewed as a cause of the country's 
nomic malaise, and groups are 

ning to examine ways of bolstering 
‘ks 52 


(nam : Markets 

' government has taken steps towards 
blishing a fully fledged currency 

'ket by opening two foreign-exchange 
tres 54 








iion : Banking 

wing regional stockmarkets have 
le the custodial handling of 
irities a profitable part of some 
ks' activities 55 


would retain a separate corporate 
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e operations, according to the 
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stain because it failed to pay on 


low's Might 
vite claims that she relies on friends 
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Disagreements between the government 
and foreign investors are threatening to 
derail an ammonia and urea plant, the 
country's largest foreign-invested 
project 56 

Region : Trade 

Gatt warns that attempts to link 

trade policies to environmental 

issues could result in dangerous 
protectionism 56 
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The country's successful orchid industry, 
already the leader in Southeast Asia, is 
beginning to penetrate Hawaii's 
traditional market, the US 58 
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Taiwan : Policies 

The Central Bank of China's decision to 
halt the inflow of foreign-investment 
capital raises questions about the bank's 
foreign-exchange policy 60 


Singapore/Indonesia : Projects 
Singapore's Sembawang Group plans to 
transform Indonesia's Karimun Island 
into a heavy-industry centre 60 


Malaysia : Markets 

The growth of stock brokerages in 
Malacca illustrates the point that 
provincial broking has come of age in 
the country 63 


Philippines : Telecommunications 
The Justice Department has blocked a 


indication has been Marcos' ability to 
pay Filipino movie stars and other 
entertainers P25,000 (US$960) each for a 
single appearance on stage with her 
during campaign rallies. Other 
presidential candidates, including front- 
runner Ramon Mitra, are offering 
entertainers less than P10,000 for similar 
appearances. 
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Senior Japanese officials are dismayed 


g that former Singapore prime minister 


telephone contract, dealing a blow to 
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communications 64 
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view that Japan's participation in 
peacekeeping operations under UN 
control would be dangerous, then he 
is wrong," a senior official said. "We 
cannot simply be a prisoner of the 
past." 


Signs of a Struggle 


The absence of Zhou Nan, director of 
the Hongkong branch of the New 
China News Agency, from a long- 
scheduled reception in the colony 
on 17 February has raised speculation 
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Round One to Rao 


Minority regime grapples with political and economic challenges 


By Hamish McDonald in New Dethi 


V. Narasimha Rao’s formal en- 

dorsement this month as head of 

the ruling Congress, after putting 

the party through its first internal 
elections in 20 years, has capped a remark- 
able turnaround in Indian politics. 

Narasimha Rao had seemed an entirely 
transitional figure when called to head the 
party after Rajiv Gandhi's assassination in 
the middle of general elections last year, 
but now seems secure in the leadership as 
long as his health lasts. 

His minority government has not only 
survived for more than six months without 
having to share power, but has started on 
far-reaching reforms that previous gov- 
ernments only talked about. It is now about 
to present its second annual budget to 
parliament. How far the next budget pur- 
sues the restructuring of the moribund- 
controlled economy will be closely studied 
by the international financial community, 
which is hoping the prime minister makes 
the most of a tacit truce with the opposition 
over economic policy. 

Leadership has brought out unsus- 
pected qualities in Narasimha Rao, galva- 
nising a man who was about to retire from 
parliament last year and whose health, at 
70, was suspect after a recent heart by-pass 
operation. As a southerner without much 
of a political base even in his native 
Andhra Pradesh, he lacked bargaining 
muscle in the party. He had held several 
major cabinet portfolios, but had the image 
of an uncritical loyalist of the Gandhi 
family. 

In July 1991, the Congress regime faced 
immediate and difficult decisions. Foreign 
reserves had all but vanished; overseas 
banks and aid donors had closed lines of 
credit and India was close to defaulting on 
foreign borrowings for the first time. 
Narasimha Rao not only lacked the num- 
bers to push emergency measures through 
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tle the structure of economic controls built 
up over four decades. Some of these deci- 
sions have involved steps that, in previous 
times, most Indians would have regarded 
as national humiliation and subservience: 
acceptance of IMF "conditionalities" as the 
price of emergency loans, mortgaging of 
gold reserves, and admission of foreign 
brands like Coca-Cola, Kelloggs and IBM. 
Subsidies on food, fuel and fertiliser are 
being cut, minority stakes in some public- 
sector enterprises floated on the stockmar- 
ket and perennial loss-making government 
firms sent for surgery or closure. 

In foreign policy, the Indian Govern- 
ment has moved closer to the West. India's 
armed forces are now preparing for joint 
exercises with the US. In December, India 
voted in the UN to withdraw the resolution 
calling Zionism a form of racism, and soon 
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minister at a time like this. No other p 
wants to be in government. After the 
hausting and expensive politicking ol 
past two years, no one in parliament w 
to go back to the polls for a long while 

The other factor is that India's opt 
were limited. It needed to cover its for 
payments gap urgently, and only the 
could help. The Soviet Union, India's | 
time backer, was on the ropes itself, 
fast disintegrating. 

The subsequent collapse of the S 
Union has also had à pervasive influ 
on Indian thinking. The two countrie: 
not similar cases, but some parallels : 
close enough to be uncomfortable: ent 
in the public sector, investment 
grammes running out of funds, a huge 
derground economy, a defence estak 
ment cornering resources without que: 
and border nationalities up in arms. | 
dia was to stay together and advan 
needed a departure from the comn 
model. 

The lack of alternatives has allowe 
government to operate with conside! 
consensus in coping with the economi 
sis. The unflappable competence of Fin 
Minister Manmohan Singh has also 
reassuring. But the acceptance of the 
ernment's programme so far is also d: 
the qualities of the prime minister hin 

For someone with a long politica 
reer of almost four decades, he has fev 
emies and a clean record. His family' 
tensive land holdings were turned ov« 
redistribution, in line with policies his 
state government had introduced. Hi: 
gest political failing seems to have bec 
decision at critical moments — most : 
bly as home minister at the time of h 
Gandhi's murder by Sikh bodygu. 
when a prompt deployment of the ; 
would have damped down the anti 
pogrom that followed. 

So far in his premiership, Naras 
Rao has set a style that combines [ 
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? could question his past devotion to the 
ndhis, but many were unaware how 
ensely he himself coveted the top job 
1 how energised he had become by the 
iden chance. 
Narasimha Rao enlisted their aid in re- 
ling a power bid by Sharad Pawar, 
‘ty strongman in Maharashtra, and then 
ped turn a wavering Sonia Gandhi, 
iv’s widow, away from any notion of 
ing a party role — thus cutting off the 
ophants’ political base. A sound show- 
by Congress in a November by-elec- 
1 helped confirm his position. 
The organisational elections conducted 
ong the party branches from December 
the first since 1972 — are Narasimha 
*s efforts to revitalise the party by an 
1sion of democracy. It has been far from 
2xtbook exercise, with established fac- 
1 bosses in some states using all means 
their disposal, including musclemen, 
e membership lists and use of police 
ünst rivals. Some state branches 
ipped voting altogether in favour of se- 
ion by "consensus." 
The exercise may take the party away 
n the old "top-down" system, but it 
ains to be seen whether the new looser 
tem can result in a party consensus on 
itions to pressing regional issues. One 
will be a solution to a long-running 
pute between Karnataka and Tamil 
łu states over division of the Cauvery 
er waters. 
Ihe Congress state government of 
nataka simply refused to obey a tribu- 
s ruling on allocation of more water to 
vnstream Tamil Nadu. Indira or Rajiv 
dhi would have quickly contrived a 
ty coup to bring down Karnataka Chief 
uster S. Bangarappa for his defiance, 
h adverse electoral consequences. 
‘asimha Rao is taking a more cautious 
roach, letting passions cool off and then 
moning both chief ministers for a 
wmit next month. 
Narasimha Rao's performance has been 
e widely condemned over Punjab, be- 
by a Sikh fundamentalist rebellion. He 
t his pledge to hold elections in the state 
involve the population in politics again 
r five years of direct rule from New 
hi. But he was unable to meet Sikh 
vances on territorial adjustments with 
shbouring Haryana state, now control- 
by Congress, that would more firmly 
blish them as the dominant commu- 
in their state. As a result, the elections 
ime an empty exercise, with the most 


Resources Minister Arjun Singh or Civil 
Aviation and Tourism Minister Mad- 
havrao Scindia — appear closely involved, 
but all seem to be sticking to their own 
portfolios. 

The prime minister's conciliatory and 
remote presence has meanwhile kept the 
opposition parties from even thinking 
about uniting to toss Congress out. The 
main agrarian-Left party, Janata Dal, has 
been slowly splitting, with former indus- 
tries minister Ajit Singh openly breaking 
with party leader V. P. Singh. Eventually, 
Ajit Singh and some followers may end up 
on Congress benches: the industries port- 
folio has been kept open for him. 

The most political tension has come 
from the Bharatiya Janata Party (BJP), which 
emerged as the biggest opposition party in 
the last elections. The Hindu revivalist 
party feels it can only thrive in an atmos- 
phere of crisis and fear, and has a number 
of campaigns which it can turn on and off 
to produce this. 

So far, these have played on communal 
fears, encouraging the Hindu majority to 
believe that they have been oppressed and 
humiliated by the Muslims. One campaign 
has been the protracted battle to remove a 
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Hindu revivalism gives Narasimha Rao one of his biggest headaches. 


centuries-old mosque sited on what many 
Hindus believe to be the birthplace of their 
deity Ram at Ayodhya in Uttar Pradesh. 

These campaigns have kept the govern- 
ment busy. But so far they have been pe- 
ripheral to Narasimha Rao’s key economic 
preoccupations. 

As Narasimha Rao takes his govern- 
ment into its second budget session of 
parliament at the end of the month, the 
biggest question in Indian politics is how 
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Crunch to 
come 


Economic reforms need 
to be followed through 


ince the present Indian Government’! 
ta life expectation at birth was only ¿ 

few months, its continuing surviva 
in itself has been a source of returning 
economic confidence. That it has also em 
barked on far-reaching reform has beer 
nothing short of miraculous. 

But concern is growing among the 
backers of reform that Prime Minister P. V 
Narasimha Rao is not making the most o: 
what could be a limited "window of op 
portunity" while the country is mentally 
prepared for readjustment. The govern 
ment's record on the economic front shows 
it has made a generally good start, bul 
there has been some hesitation about get- 





ting beyond talk into action. : 

The first major accomplishment has 
been to reverse the balance-of-payments 
crisis which beset India in 1990, and start 
to restore the country's international cre- 
ditworthiness. Foreign-exchange reserves 
were brought back to nearly US$4 billion 
at the end of January, covering two 
months’ imports, up from less than US$1 
billion in January 1991. 

Some of this was achieved bv emer- 
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1 month in the first half of last year has 
oeen halted, and well over US$1 billion at- 
tracted by new schemes to launder "black" 
funds into India. 

Narasimha Rao also moved quickly in 
relaxing industrial licensing controls, 
which put investment decisions at the 
mercy of bureaucrats. The Monopolies and 
Restrictive Trade Practices Act was 
stripped of most of its prior licensing au- 
thority, and foreign investors were freed 
from limits on business activity under the 
Foreign Exchange Regulation Act. 

With some exceptions (covering items 
like military equipment, liquor and con- 
sumer luxuries such as cars and some 
household durables), most of the former 
entry barriers to business have been dis- 
mantled. This has resulted in sharply up- 
turned foreign investment. 

The trading system has been greatly 
simplified, with the introduction of "ex-im 
scrip" earned at the rate of 30% of export 
proceeds. This tradable scrip is the equiva- 
lent of a hard currency operating in paral- 
lel to the rupee (and selling at a premium 
currently 18% above normal exchange 
rates), and is seen as a transitional step to- 
wards convertibility of the rupee which is 
promised within two years. 

Many items have been transferred from 
various restrictive lists and government 
trading monopolies to open import chan- 
nels, so that importation of capital equip- 
ment, raw materials and intermediate 
goods requires little red tape. 

India still bans the import of consumer 
goods, and eventually will come under 
strong pressure to open up if its own 
exports of consumer products pick up. 
Tariffs are also extremely high. In his first 
budget, Finance Minister Manmohan Singh 
reduced the peaks from the astronomical 
to the merely outrageous 150% but he re- 
mains trapped by the government's grow- 
ing dependency on customs revenues (up 
from 27% of gross tax revenue in 1983-84 
to 40% in the 1991-92 budget). 

Fiscal reform has got off to a shaky start. 
Singh is barely managing to meet IMF 
conditionalities setting this year's budget 
deficit at 6.5% of GDP, and then by a 
number of gimmicks that will rebound in 
future years. One is the deferment of bills 
such as payments owing to fertiliser com- 
panies under a subsidy scheme, which 
only adds to liabilities in future years. Rev- 
enue has been built up by including US$1 
billion expected from the sale of 20% equity 
stakes in selected public enterprises. 


nearly far enough in the readjustment of 
very high tax rates to encourage a dramatic 
improvement in compliance. Some econo- 
mists hope the government will look fur- 
ther ahead than it is doing in this area. 

On the spending side, Narasimha Rao 
and Singh have reduced the huge subsidy 
on fertilisers, but have yet to start redirect- 
ing the public food subsidy scheme to the 
really needy from the metropolitan middle 
classes. 

Apart from ordering the abolition of 
about 10% of top civil service posts — in- 
volving a reduction of 600 people — little 
has been done yet in reducing the state’s 
economic role or a government sector 
which has actually grown by 137,400 peo- 
ple or 3.4% to 4.2 million personnel over 
the past two years. Finance Minister Singh 
himself has set a poor example: his minis- 
try retains departments that parallel and 
control supposedly autonomous supervi- 
sory organs like the Reserve Bank or the 
newly created Securities and Exchange 
Board of India. 

The gains from cutbacks are seen not so 





Delhi building site: foreign investment rises. 


much in salaries, which are very low, but 
in removing obstructive layers of author- 
ity. If the government cannot lay off civil 
servants, some economists suggest, it 
would do better to keep paying salaries 
and tell them to stay at home. 

Narasimha Rao and Singh have trod- 
den very delicately on what is known as 
“exit” policy, the euphemism for selling off 
or shutting down failed enterprises. Out of 
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BIFR proceedings on private-sector 
ures have been extremely protracted, | 
workforces continuing on full-pay ent 
ments while company owners, credi 
and labour unions wrangle over the as: 
Formal liquidation has been known to ! 
as long as 20 years. Officials like He 
Industry Secretary Surendra Singh tl 
the procedures will be much faster wl 
government is involved. "It boils dow 
a simple answer: is the government wil 
to continue propping them up, yes or r 
Singh said. "If it cannot be made via 
the BIFR has no option but to order liqu 
tion." 

Politically, however, it may be very 
ficult to close them down. Many are 
cated in out-of-the-way places where a 
native employment is scarce. The lar 
sick public-sector enterprise, the He 
Engineering Corp. of India, is locate 
Ranchi, Bihar state, and a large percen! 
of its 19,000 workers are tribal people. 

The sale of minority stakes in n 
profitable public-sector companies 
been proceeding with little outcry. Sc 
this has been limited to a 20% share b 
privatised. The only case of the gov 
ment relinquishing control has been 
motor vehicle joint-venture Maruti Ud 
Ltd, in which the state has allowed Jap 
Suzuki to raise its stake from 40% to 50 

Initially, the sell-off seemed somet} 
of a paper transfer, with the equity gi 
to government-owned investment ins 
tions like the Unit Trust of India. But tl 
share parcels are now being listed 
stockmarkets, and this could be a route 
further divestment if the governn 
wants to look beyond revenue-raising 
infuse commercial discipline into gene: 
poorly performing state firms. 

Two sectors warrant more urgent ; 
ernment action. Reform of the national 
commercial banks was delayed whi 
committee under former Reserve E 
governor M. Narasimham gravely 
ported what everybody knew: that n« 
all of them would be insolvent if no: 
accounting standards were applied to | 
loan portfolios. 

The inefficiency of the state-ownec 
and Natural Gas Commission (ONGC) 
the Petroleum Ministry are also ad: 
large amounts to India's trade deficit. 
ONGC's over-pumping of the Bombay I 
offshore field during the late 1980s 
reduced the expected longer-term offt 

The corporation's well-deserved r 
tation for delayed decisions and 1 





HILIPPINES 


bad trip 


Rodney Tasker in Manila 


7w idel Ramos has found himself in po- 
4 litical hot water just as the Philippine 
presidential campaign begins in 
nest. The former defence secretary — 
oured by President Corazon Aquino to 
‘ceed her — had already lost credibility 
'r a mysterious trip to Europe when the 
werful leader of the Philippine Catholic 
irch delivered him another blow by 
icising his role under the Ferdinand 
rcos dictatorship. 
Ramos was Marcos’ longtime com- 
nder of the then Philippine Consta- 
ary implementing martial law, a factor 
zed on by his opponents among the 
‘en other candidates in the 11 May 
ction. But no one expected Manila 
‘hibishop Cadinal Jaime Sin to come out 
‘nly, in an 18 February interview, to 
idemn him for this. Ramos “helped 
rcos put up the structure of dictator- 
p," Sin told the local Businessworld 
vspaper. 
Political sources say the archibishop, 





SINGAPORE 


who was active in bringing down Marcos 
in February 1986, has been privately 
putting the word around that he is con- 
cerned about the prospect of Ramos as 
president because he is a Protestant. About 
85% of Filipinos are Catholic. Another pre- 
sidential candidate, former senator Jovito 
Salaonga, is also a Protestant. 

There has never before been a Protes- 
tant contender for the Philippine presi- 
dency, but it is thought that this is not a 
major factor for most Filipino voters. After 
Sin's influential role in the 1986 uprising 
which forced Marcos to flee, it was under- 
stood the Vatican told him to cool his po- 
litical activities. After his latest statement, 
in which he said he favoured election 
frontrunner former house speaker Ramon 
Mitra, Aquino was apparently shocked. 
“He said he [Sin] would not endorse any- 
body,” the devoutly religious Aquino told 
newsmen. 

Ironically, it was Ramos' trip to Zurich, 
Switzerland, allegedly to talk to Christian 
Democrat leaders, that led to his first cam- 
paign setback. Astonishingly for a leading 
candidate in the political spotlight, Ramos 
apparently thought he could disappear 
from the Philippines for three days right at 
the start of the campaign without being 
noticed. 

One of Mitra's congressional support- 


Timely reminder 


By N. Balakrishnan 


Singapore has been marking the 50th an- 
vversary of the fall of the island to Ja- 
oan with an array of events to remind 
:he local population how ill-prepared the 
3ritish defenders were and of the atroci- 
‘ies committed by the Japanese during 
he occupation that followed. 

Singapore fell to Japanese forces 

weeping in from the Malay peninsula 
bn 15 February 1942, and was occupied 
wr three and a half years before the re- 
irn of the British. 

In a 13 February speech at Kyoto, Ja- 
san, former prime minister and now 
»enior minister Lee Kuan Yew appealed 
«© Japan to be frank about the atrocities 
»'ommitted by its troops and also urged 
apan not to rearm. 


trasted this with the Germans, who he 
said had made it better for everybody by 
being open about their atrocities. 

Lee said that "open discussions will 
lead to a catharsis, a purification or pur- 
gation of the emotions of the victims, 
leaving the atmosphere cleaner for the 
future.” He added, however, that the 
world situation is very different from the 
1930s, with China and the two Koreas 
now heavily armed and that Japan could 
not repeat what it did during the last war 
without enormous losses. Because of this, 
the fear of Japan now is more emotional 
than rational, he said. 

On the possibility of Japanese re- 
armament, Lee said because of its obses- 
sion with perfection, Japan would be- 
come a leading nuclear power very soon 
should it take the military. road, and that 


ers first discovered the trip which Ramo 
made without telling either his political all 
Aquino or his vice-presidential runnin; 
mate Emilio Osmena, or most of his lead 
ing campaign staff. When the news broke 
Ramos’ embarrassed staff first said he ha 
gone to Hongkong to see his sister and fo 
a rest. 

When Ramos returned on 14 Februar 
he told a press conference that he had see) 
leading European Christian Democrats ii 
Zurich with a view to benefiting the Phil 
ippines economically. But when Zuricl 
Christian Democrat leaders denied seein; 
Ramos, the former defence and militar 
chief had to backtrack by saying he hac 
seen some lower officials of the movemen 
in order to set up a further meeting ii 
Brussels. 

Mitra, a pro-administration candidat 
who was snubbed by Aquino in her en 
dorsement of Ramos, led the attack o1 
Ramos over his trip. Hinting that he hac 
been seeking foreign funds, if not foreig: 
political influence, he said Ramos shoulc 
be investigated by election authorities 
Other political commentators questione 
the secrecy of Ramos' trip, saying it smack 
ed of the lack of transparency during th 
Marcos days. For the moment, it seems 
Ramos' campaign is in danger of being 9 
egated to a distant third. 


The Singapore Government in the 
past had chosen not to emphasise the 
British debacle and the Japanese occupa- 
tion too much in public, and the current 
emphasis may have a lot to do with do- 
mestic political needs. Lee's warnings on 
the dangers of Japanese rearmament ap- 
pear to echo views held in Northeast 
Asian countries such as China and the 
two Koreas, in contrast with relatively 
mild statements by other Southeast 
Asian leaders. 

One problem the Singapore Govern- 
ment faces in trying to remind the local 
population about Japanese atrocities is 
that, with 78% of the population under 
45 years old, few in the country have 
personal memories of the occupation 
period. In recent years, the youthful 
population has grown more used to be- 
ing told to learn from Japan in matters 
such as productivity and polite service. 

But Singapore also has universal con- 
scription, with all males being called up 
for national service from the age of 18. 
Men are also eligible for 40 days a year 





Timor incident will 

not affect Tokyo aid 

P Japan's policy of economic assistance 
_to Indonesia “will not change" despite the 
shooting of pro-independence 
demonstrators by Indonesian troops in 
East Timor last November, Japanese 
Deputy Prime Minister and Foreign 
Minister Michio Watanabe assured 
Indonesian Foreign Minister Ali Alatas on 
17 February. President Suharto has, 
meanwhile, told Kenyan Attorney-General 
Amos Wako, a personal envoy of UN 
Secretary-General Boutros Boutros-Ghali, 
that soldiers implicated in the shootings 
would not be spared prosecution. 
Indonesian Attorney-General Singgih has 
said charges would be brought against 13 
of the 56 Timorese detained following the 
12 November incident. Four will be 
charged with subversion, which carries a 
maximum penalty of death. Wako was 
not allowed to meet any of the detained 
Timorese during his 14 February visit to 
Indonesia. 


China attacks 

Hongkong radio plan 

> Four Chinese officials, one visiting 
from Peking, expressed open opposition 
on 17 February to the Hongkong 
Government's plans to make Radio 
Television Hong Hong (RTHK) an 
independent broadcaster. The officials 
said there was a need for an official 
mouthpiece to serve the Special 
Administrative Region government after 
Hongkong returns to Chinese sovereignty 
in 1997. Their comments follow a barrage 
of editorials in local pro-Peking 
newspapers accusing the government of 
privatising RTHK so that it will serve 
British interests after 1997. 


Japan parties end 
parliamentary boycott 

> A two-week opposition boycott of the 
parliamentary debate on Japan's 1992 
budget ended when opposition parties 
and the ruling Liberal Democratic Party 
(LDP) agreed on the terms under which 
former prime minister Zenko Suzuki will 
testify on a bribery scandal. The 
agreement calls for Suzuki, who is no 


senior member of the LDP faction headed 
by Prime Minister Kiichi Miyazawa, when 
Abe was heading the Hokkaido 
Development Agency in 1989. 


US freezes Airbus 
lease to Vietnam 


> American officials have effectively 
grounded a US-owned Airbus A310, 
leased by Bulgaria's JES Air to Vietnam 
Airlines. The aircraft was to have flown 
between Singapore, Ho Chi Minh City 
and Hongkong as part of a joint service 
between Vietnam Airlines and Cathay 
Pacific. It is now in Singapore awaiting 
spare parts — which neither Singapore 
Airlines nor the US manufacturer are 
allowed to supply while American 
officials investigate whether the lease is in 
breach of the US trade embargo on 
Vietnam. The hold-up may affect another 
leasing deal involving Vietnam Airlines. 
There are also fears that Cathay's joint 
services as well as those operated by 
Malaysia Airlines and Philippine Airlines 
could come under scrutiny (see also FOCUS, 
page 32). 


Social indicators 
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By-election boost for 
Wellington government 

> New Zealand's National government 
has reaffirmed its deregulatory, budget- 
cutting policy drive in the wake of a 
better-than-expected win on 15 February 
in a critical parliamentary by-election in 





biggest poll, by the Heylen Research 
Centre. His party trails third, with 
between 25% and 30% support in nx 
polls. The opposition Labour Party h 
begun to lose some ground to the AI 
— a grouping of minor parties — bu 
remain in front. 


Peking. Hanoi agree 
on cooperation 


> Chinese Foreign 
Minister Qian Qichen 
on 14 February signed 
agreements in Hanoi 
with his Vietnamese 
counterpart to boost 
economic cooperation 
and waive visa 
requirements for 
diplomats and 
businessmen from the 
two countries. Qian, the highest-level 
Chinese official to visit Vietnam sinc 
Peking launched a border war again: 
southern neighbour in 1979, announc 
that Chinese Premier Li Peng had 
accepted an invitation to visit Vietna 
the second half of 1992. The two cou: 
would also exchange consulates befo 
end of the year and hold an experts' 
meeting soon on territorial disputes, 
including control of the Paracel and 
Spratly island groupings in the Sout 
China Sea. 





Qian. 


Taipei military focus 
on invasion threat 


> In its first white paper on Taiwan 
defence establishment, the Ministry c 
National Defence says that China is é 
"direct and serious threat," and that 
most likely scenario for an invasion f 
the mainland would be if Taiwan 
declared itself independent. The 
document also reveals that Taiwan h 
established a missile defence system 
a 100-km range on Matsu and Tungy 
islands, off the coast of Fujian provin 


Bangkok politician 

cleared of corruption 

> Thai politician and industrialist 
Banharn Silpa-archa has been cleared 
closed-door corruption investigation 
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HINA 


Jecimated ranks 


eking further cuts PLA in bid to modernise military 


Tai Ming Cheung in Hongkong 
^W hina is believed to have begun to cut 
back the People's Liberation Army 
A (PLA) by nearly 10% to help boost a 
litary modernisation programme floun- 
‘ing because of a lack of funds. Even big- 
‘reductions maybe on the way follow- 
, the collapse of the Soviet Union and 
‘ relaxation of tensions along China's 
er borders. 
Some 260,000 out of the PLA's 3.2 mil- 
1 troops will be demobilised over the 
ct few years, with the bulk of reductions 
aly to come from the 2.3 million-strong 
'und forces, according to military ana- 
ts. The cuts are part of the 1991-95 five- 
ir defence plan, and are believed to have 
n endorsed at an enlarged session of 
communist party's Central Military 
mmission (CMC) — the country's top 
itary policymaking organ — convened 
: December. 
There has been no official announce- 
nt of the reductions, though the official 
eration Army Daily newspaper hinted 
t cutbacks were on the agenda in a com- 
ntary published in early January. “Prac- 
‘tells us we must take the road of excel- 
ce in soldiering, the road of reducing 
intity and increasing quality. Only then 
| there be hope for military mo- 
nisation," the newspaper said. 
The main rationale for the cutbacks, ac- 
ding to military analysts, is to channel 
re funds into the PLA's efforts to mo- 
nise its increasingly outdated equip- 
nt. Although defence spending has in- 
ased by more than 12% annually in the 
t two years to Rmb 32.5 billion (US$6 
ion) in 1991, this follows a decade of 
cessive cuts between 1979-89 when mili- 
' expenditure was slashed by 25% in 
| terms. According to some Chinese 
itary economists, spending on weapons 
Junts for only 20-25% of the defence 
iget, though the PLA is also provided 
h extra-budgetary allocations. 
As most soldiers are poorly paid con- 
pts, the savings from the reductions will 
imited, perhaps Rmb 2-3 billion a year, 


former Soviet Union. With the demise of 
the Soviet Union last year, however, even 
more drastic reductions are likely as the 
strategic requirements for keeping a large 
military establishment have virtually dis- 
appeared. 

The Mirror, a Hongkong-based pro- 
China magazine, recently reported that 
paramount leader Deng Xiaoping had 
suggested the PLA should be cut back by 
one third, or 1 million troops. If true, this 
would match the massive demobilisation 
that was announced in 1985 when the PLA 
was slashed by 1 million soldiers. 

Defence analysts, however, point out 
that such a large-scale reduction would 
pose severe logistical and political prob- 
lems. For example, though military officials 
claimed the 1985 demobilisation was com- 
pleted within three years, analysts say that 
because of stiff military opposition and 
social concerns over unemployed soldiers 
only 700-800,000 positions were actually 
cut. The latest reduction is partly an at- 
tempt to complete the process. 

A substantial number of the soldiers 
who were demobilised in 1985 were sim- 
ply transferred into the para-military Peo- 
ple's Armed Police (PAP), which is respon- 
sible for internal-security duties. With do- 
mestic stability the priority for the embat- 
tled communist party leadership since the 
June 1989 crackdown, the PAP has been ex- 





panded by around 20% to 600,000 persor 
nel, according to analysts. This latest roun 
of PLA cutbacks could, therefore, see a fw 
ther increase in the PAP's strength. 

The cutbacks are likely to increase th 
importance of the PLA's reserve force: 
which have been radically restructured an 
strengthened in the past few years to tak 
advantage of the large pool of demobilise 
soldiers. Before military reforms sought t 
transform the PLA from a politicised into 
professional force in the late 1970s, the re 
serves were ignored at the expense of th 
People’s Militia — the cornerstone of Mac 
ist military doctrine. But with the standin; 
army steadily shrinking during the 1980s 
military planners stressed the need to hav 
a well-trained reserve force that could b 
quickly mobilised in a crisis. 

Support and administrative units wil 
be prime candidates for the axe. In addi 
tion, given the end of the Soviet militar 
threat, some analysts believe substantia 
reductions will come from the heavy con 
centration of military units in northen 
China, notably in the Peking and Shenyan; 
military regions. 

Service chiefs are anxious to channel thi 
savings into the military modernisation 
programme, in particular building uj 
rapid deployment forces and boosting ca 
pabilities in a number of particularly weal 
and vulnerable areas. These include ai 
combat and electronic warfare systems anc 
air-defence missiles. The importance o 
these weapons was brought home by las 
year's Gulf War, in which high-technology 
weapons and air-power effectively won th 
war for the US-led coalition forces. 

Writing in the Liberation Army Daily las 
December, CMC vice-chairman and head o 
the PLA’s modernisation effort Gen. Lit 
Huaqing argued for the need “to take lim 
ited funds and use them to guarantee ow 
army carries out the protection of the 
state's security" with the most advancec 
weapons available. 

The air force, which last year purchasec 
24 Soviet-built Su27 combat aircraft, ha: 
been given top priority in the acquisitior 
of new arms. However, detailed negotia: 
tions with the then Soviet defence industry 
to jointly produce long-range air-defence 
missiles have been put in doubt with th« 
Soviet Union's collapse. 

To supplement and add flexibility t 
their existing tank-heavy strategic reserve 
group armies, the ground forces are als 
seeking to build up lightly equipped, air. 
mobile rapid deployment formations tha! 
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entrifugal forces 


Armed incursions alarm country's neighbours 


By Bertil Lintner at Sop Moei, — 
Thai-Burma border 


he Burmese army’s cross-border 

forays into Thailand during its 

campaign against Karen rebels 
based along the Thai-Burmese frontier and 
a raid on a Bangladesh military post late 
last year have highlighted Rangoon’s dis- 
regard for neighbouring countries in its 
drive to eliminate what it views as its op- 
ponents. 

Perhaps as alarming for Burma's neigh- 
bours, Peking —- Rangoon’s main arms 
supplier and principal foreign patron — 
has shown little inclination to curb its 
protege, and indeed seems set to further 
add to the arsenal it has already shipped to 
the Burmese junta. | 

A few years ago, when the Burmese 
Government was threatened by numerous 
rebel groups, the country's armed forces 
totalled about 190,000 personnel. They now 
stand at some 300,000 troops — well 
equipped with relatively sophisticated 
weapons procured mainly from China — 
at a time when several former rebel groups 
have been transformed into government- 
recognised militias and the urban popula- 
tion is under firm military control. 

This large force has enabled the govern- 
ment to undertake extensive military ope- 
rations in nearly all Burma's border areas, 
with the army using its newly acquired 
firepower on a scale observers say they 
have never experienced before. 

In its efforts to crush ethnic rebels or 
force minority groups out of the country, 
the Burmese army has shown little respect 
for the territorial integrity of its neighbours. 
Burmese troops have crossed into Thailand 
on numerous Occasions to attack rebel 
bases from the rear. Recent examples of 
this tactic include an attack on 19 Decem- 
ber last year, when several hundred Bur- 
mese troops reportedly arrived by truck 
from the Thai side to raid Nat Ein Taung 
— à camp run jointly by Karen rebels and 
Burmese dissident students near Thong 
Pha Phum in Thailand's Kanchanaburi 
province. In a cross-border incursion on 4 


border foray occurred on 21 December 
1991 when a Burmese army column at- 
tacked a Bangladesh Rifles camp near 
Cox's Bazar, killing four people including 
one soldier. The column later returned to 
Burma with arms and military equipment 
captured from the Bangladeshi base. 
Estimates of the number of refugees 
along Burma's border with Bangladesh 
vary from 25,000 to 100,000, most of whom 
are Muslims from Arakan state. In addi- 
tion, some 60,000 Burmese refugees, 
mainly ethnic Karen, are currently en- 
camped along the Thai border. On the 
Sino-Burmese border, approximately 
30,000 people from Kachin state have been 
living in ramshackle camps for almost five 
years. And in January this year, nearly 
1,500 villagers fled into the northeastern 
Indian state of Nagaland to escape fighting 
in Burma's northwestern Sagaing Division. 
China's role in the build-up of Burma's 





armed forces is well-documented, but 
also becoming evident that Pekin; 
spreading its influence in other sph 
as well. China, for example, is reporte 
have intervened in an effort to help res 
relations between Burma and Banglad 
Although subsequent talks between 
two sides failed, China's interven 
clearly indicated the degree of influ: 
Peking now commands in the region. 
Despite such apparent efforts at re 
ciliation, China continues to upgrade 
ability of the Burmese forces to threate 
neighbours. Intelligence sources also 
China has promised to help equip an 
tire new Burmese division, and sell eq 
ment for more than 70 infantry battal 
to be raised over the next five years. 
In addition, Burma has recently 
quired a substantial number of Chin 
made HN5 anti-aircraft missiles — a 
sion of the shoulder-fired Soviet SA7 : 
sile — which have been issued to uni 
the Tamu area opposite Manipur in | 
and along the Ledo Road further to 
north. The missiles represent a mai 
improvement in air-defence capab 
among Burmese forces now deplc 
along the country's western borders, w 
have increased from 5-6,000 a few y 
ago to more than 55,000 at present. 





HILIPPINES 


faxing poll 


'oters face bewildering choice in May elections 


y Rodney Tasker in Manila 

lection chief Haydee Yorac looks up 
D wearily from her desk as an aide 

comes to tell her a former executive 
cretary to President Corazon Aquino is 
1 the line. “Does he want to run too?" she 
ks sardonically as she prepares to answer 
e telephone. 

The former Aquino official did not want 
run in the Philippines’ 11 May election. 
it it seems just about everyone else di- 
ctly connected with politics — and many 
hers who are not — want a crack at an 
acted position from president down to 
cal councillor. 

Some would describe this process as 
mocracy in full bloom, but Yorac simply 
lls it “bizarre.” As head of the Commis- 
on on Elections (Comelec), she and 
»melec chairman Christian Monsod are 
iving to sift the wheat from the chaff 
nong the horde of election hopefuls. At 
e same time, they face the daunting task 
planning an election in which each of 
e country's 30 million voters will be pre- 
nted with as many as 44 names to choose 
m among a bewildering list of candi- 
tes for both national and local office. 

Comelec has already disqualified 68 of 
e 76 presidential candidates, leaving 
;ht serious contenders. Those excluded 
ere deemed "nuisance" candidates lack- 
2 constitutional or legal qualifications, or 
ose trying to make a mockery of the 
stem. In addition, 10 vice-presidential 
ndidates were dismissed to bring the 
imber down to eight. Comelec is still 
orking over the 286 candidates to fill the 
nate's 24 seats, and will soon whittle 
wn the hundreds of candidates for the 
Ü-member House of Representatives. 

Despite the joke factor attendant with 
ch a potentially farcical election, many 
mmentators see the forthcoming polls as 
? first real presidential election since 1969 
given that the previous poll in 1986 was 
bid by former president Ferdinand 
arcos to survive against the popular, 
ti-dictatorship forces around Aquino. 

The May elections are also viewed as 








lawyer, who has to deal with the election 
at the sharp end. She complains that be- 
cause the Supreme Court "reads the con- 
stitution like a dictionary," the transitory 
provisions of the 1987 constitution are be- 
ing interpreted to mean there should be 
simultaneous national-local elections to re- 
place all forms of government on 30 June. 

Theoretically, each voter will have to 
write down his or her choice of names for 
president, vice-president, 24 senators, one 
member of the 200-seat House of Repre- 
sentatives, provincial governor, vice-gov- 
ernor, provincial board, mayor, vice-mayor 
and municipal or district councillors. Out- 
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Five of the 286 Senate candidates for 24 seats. 
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side Manila that will mean a choice of E 
tween 42 and 44 names, and in Manila - 
where there are fewer local officials to vc 
for — 35 to 36 names. 

To cope with this potential for cha 
Comelec has arranged for the country 
16,500 voting precincts to handle only 20 
250 voters, compared with 300 in the pa 
Sample ballots will be issu 
by the parties to guide vote: 
some of whom in the rur 
areas have difficulty writii 
their own names — let aloi 
those of 44 strangers. 

Another headache fi 
Comelec will be the expect 
widespread attempts to che 
in the polls. Comelec hi 
7,000 workers to organise tl 
elections, and they will | 
backed by teachers and oth 
civilian workers plus soldie 
and police. But there is on 
so much the commission c 
do. For example, the pr 
longed counting process after the bootl 
close may encourage some candidates wł 
exit polls suggest may be losing to cau: 
trouble ahead of the final results. 

Comelec estimated that 5.5 million ne 
voters would be eligible to register in ear 
February. However, the supply of registr. 
tion forms ran out in some areas. In par 
of Metro-Manila, for example, the numbe 
of alleged voters ran to as much as 80% « 
the population. This indicated to Comek 
that some politicians had arranged for ui 
employed people to register more than or 
constituency, leaving many genuine ele 
tors unable to register. 


ONIO3N OH 3H 





HONGKONG 


Going green 


Big business wants to clean up the environment 


By Stacy Mosher in Hongkong 
ongkong may be about to turn 
over a new leaf in the way it treats 


H its environment. But the change, 


typically, will be undertaken for sound 
business reasons. 

A handful of top business leaders seems 
to have decided that the territory has a 


given to environmental projects in the go 
ernment's infrastructure plans explain wh 
Hongkong still suffers from an acut 
shortage of land-fill space. 

Financial setbacks to sewage treatmer 
plans and delays in introducing contro 
on diesel emissions are among the othe 
environmental failures in a territory thi 
boasts open sewers even in its compar: 





In Hannover. Here — at the HANNOVER FAIR — 6,000 exhibitors from 40 countries prese 





their technology to half a million visitors, including senior management, engineers, desig 
: ers and buyers. From more than 100 countries. B 
size is not the only criterion. The HANNOVER FA 
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roduct premieres and innovations. Advanced technol- 
gy can be presented here in an industrial context. 
he perfect setting for the transfer of know-how and 


»chnology, the HANNOVER FAIR also serves as a basis 





ər making business contacts and initiatina international = 





"Under the circumstances, business 
ands to gain more through cooperative 
»ractical" and "technical" input than 
rough being obstructive. In some cases, 
1sinessmen are actually beginning to urge 
wifter implementation of pollution 
nntrols. 

"Environment is still a money issue in 
ongkong,” says Humphrey Keenlyside, 
xordinator of the Private Sector Commit- 
e on the Environment. “We hope to show 
iat the two don't have to be incompatible.” 

The committee, set up in 1989, unites 14 
iajor companies to stir up local business 
iterest in the environment. After a some- 
"at unfocused beginning, the committee 
te last year began trying to involve local 
ambers of commerce and industrial or- 
anisations in its activities, in particular the 
entre of Environmental Technology for 
idustry. 

The centre offers information and 
emonstrations of anti-pollution equip- 
ient specially designed by the govern- 
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pentedbeidised die Kong Productivity 
Council for the territory's small- and me- 
dium-sized factories. 

Overseas anti-pollution technology is 
not well suited to Hongkong factories, 
most of which are small and located in 
multi-storey buildings. So the Productivity 
Council commissions local factories to 
produce specially designed equipment us- 
ing imported components. 

The Private Sector Committee agrees 
with this approach and is trying to find 
entrepreneurs to set up such companies. 
Committee chairman George Cardona says 
the idea is to use a venture-capital ap- 
proach, taking a 10-20% stake in the com- 
panies and using the profits to fund other 
environment-promoting activities. 

A glaring example of official environ- 
mental muddling which has handicapped 
Hongkong’s efforts at launching itself into 
the environmental control business is the 
government's Chemical Waste Treatment 
Centre, due for completion later this year. 


 Chaiseng family, which supp rts th 


The government has yet to decide wh 
factories will be required to use the cent 
or how much they will be charged. T) 
has delayed the Private Sector Committe 
investigations into chemical-waste « 
change programmes and discouraged « 
trepreneurs from trying to produce tre 
ment equipment for individual factories 

Another obstacle to effective action 
environmental problems is residual sus 
cion between big and small business. Wh 
small companies may be more willing 
listen to advice from the private sector th 
from a government inspector, there is 
suspicion that large multi-nationals whi 
have already cleaned up their envirc 
mental act have a direct interest in seei 
smaller companies spend money by f 
lowing suit. 

Big companies answer this by argui 
that small companies could suffer ev 
more if Hongkong's poor environmen 
practice results in the territory becomi 
an international outcast. 


ce have de 


local - dared war, sort of, on the problem. They 
ri- _ have said they are closely watch 


ching all of 
e known hired | gunmen in the country 
im pome to take action if any 
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TAIWAN 


KMT bares its teeth 


By Julian Baum in Taipei 


Leaders of Taiwan's main opposition 
party are taking seriously threats from 
the government that it could be banned 
for advocating independence during last 
year's national election campaign. 

The threats have come from Vice-Pre- 
mier Shih Chi-yang and other senior 
government officials, who have repeat- 
edly warned the Democratic Progressive 
Party (DPP) that it must revise its charter 
or face an order to dissolve. The DPP has 
refused to change its pro-independence 
charter. Officials say a decision on dis- 
bandment could come at the next meet- 
ing of a cabinet-appointed committee to 
screen political party qualifications on 24 
February. 

The charges against the DPP date from 
its annual conference last October when 
delegates formally endorsed amend- 
ments to its party platform calling for a 
"Republic of Taiwan." The government 








has said that any group advocating 
separatism from China would be illegal 
under the civic-organisations law of 1989 
which legalised political parties while 
prohibiting pro-independence bodies. 
Many observers had assumed that the 
ruling Kuomintang (KMT) would avoid 
confrontation over the issue and not risk 
public protests and international criti- 
cism by taking such heavy-handed ac- 
tion against its rival. In the run-up to the 
December election, the KMT tolerated 
pro-independence rhetoric and a deci- 
sion by the Political Party Screening 
Committee was postponed several times. 
With the spotlight off Taiwan's elec- 
tion campaign, however, the KMT's po- 
litical tolerance is in serious doubt and 
its reputation as a reform-minded gov- 
ernment is on the line. Local news media 
report that a majority of members on the 
screening committee favour a disband- 
ment order, though few people question 
that the final decision lies with Premier 


Hau Pei-tsun and the KMT leadership. 
The alternative to disbandment is some 
form of warning, which is considered too 
light a penalty for an offence which also 
violates controversial sedition laws. 
Some observers say that the year-end 
election gave the KMT's conservative 
wing confidence that there is public sup- 
port for a crackdown on pro-indepen- 
dence groups, including the DPP. In the 
election, voters chose four KMT candi- 
dates for every one from the DPP. Others 
say that conservative KMT leaders think 
it would be worth weathering any criti- 
cism if the banning order eve ontually 
forces a split in the opposition. 
But DPP leaders say the party is more 
cohesive than KMT leaders think. “The 
DPP will not be split by this action," party 
chairman Hsu Hsin-liang told the 
REVIEW. Hsu said that, if banned, his 
party would continue to function as 
usual, essentially ignoring the order. 
With the prospect of a ban, however, 
Hsu has stepped up plans for sending a 
delegation to the US to lobby for support. 
A group of DPP lawmakers, National 
Assembly members and party officials 
will visit Washington in early March to 
meet congressional leaders. a 
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CAMBODIA 31 


Unsettled land 


UN's delayed arrival starts to undermine peace settlement 


ly Nate Thayer in Phnom Penh 


More than three months after the 
signing of the UN-brokered accord 
that was supposed to put a formal 
end to Cambodia's 13-year-old 
war, the world body has yet to 
dispatch the forces charged with 
implementing key aspects of the 
'eace plan. 

The delay has created a power vacuum 
nat the rival Cambodian factions are at- 
smpting to fill in the only way they know 
— by resuming their struggle for control of 
he exhausted country. The result could be 
2 unravel the fragile peace, and to com- 
omise the largest and most expensive ef- 
ort of its kind ever undertaken by the UN. 

The delayed arrival of the UN Transi- 
ional Authority in Cambodia (Untac) force 
— charged with implementing the key 
erms of the peace accord — reflects prob- 
»ms in New York in deciding how and by 
vhom the operation will be funded. Given 
hat there are no precedents for an opera- 
ion on this scale, this may be natural. But 
he onset of the rainy season late April 
neans that it may soon be too late even for 

sizeable UN peacekeeping force to pre- 
erve what is left of the ceasefire. 

Untac is charged with, among other 
hings, disarming and demobilising the 
our factional armies (the Khmer Rouge, 
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the Khmer People’s National Liberation 
Front, Prince Norodom Sihanouk's loyal- 
ists and the Vietnamese-installed govern- 
ment forces); repatriating more than 
370,000 refugees; controlling a ceasefire; 
verifying the withdrawal of foreign forces; 
and organising and supervising elections 
for the coalition Supreme National Council 
(SNC) now scheduled for April 1993. 

The most important and difficult aspect 
of the UN mandate, many observers agree, 
is to fulfil its role under the terms of the 
peace accord of "ensuring a neutral politi- 
cal environment" until elections are held in 


UN troops in Phnom Penh: too few, too late. 





April 1993. This task is intended to all 
the former warring factions and new 
litical parties to organise support for tl 
candidates in an atmosphere free from 
ercion, intimidation and political violer 

In order to create a neutral political 
vironment, the peace accord requires 
UN to control five key areas of Cam 
dia's administration — foreign affairs, 
tional defence, internal security, infori 
tion and finance. These unpreceden 
powers for a UN operation, essentially 
lowing the world body to assume con 
of all important state functions, are 


Budget blues 

Delays in drawing up a budget for the financing of the 
Cambodian peace operation are forcing the UN secre- 
tariat to resort to what diplomats describe as “unusual” 
measures to get the o ion moving. 

On 14 February, the UN General Assembly approved 
an —— request from Secretary-General Boutros 
Bou shali for a substantial advance appropriation 
of US$200 million to help with the smooth and timely deploy- 
ment of the UN Transitional Authority in Cambodia (Untac). 

The money is expected to be used to buy equipment and 
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be meaningless for an operation which may go on indefinit 
Thus concerned member countries are urging the UN secreta 
to quickly produce a cost estimate based on a detailed op: 
tional plan which would remain a guide even if the situatior 
the ground changes. : 

New York-based diplomats say the UN hopes to send arot 
15,000 Untac troops to Cambodia, and hire 6,000 foreign ; 
local civilians, but this too has yet to be officially confirmed. ' 
sources said the UN force would include 10,200 
from 12 countries — tina, Finland, France, Ghana, 
Indonesia, Malaysia, the Netherlands, the Philippines, Pole 
Singapore and Zimbabwe. The remaining troops would c 
prise engineering, logistics and medical units. 
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med to prevent partisan manipulation 
ead of the 1993 elections. 

However, the UN's ability to assert this 
thority cannot be assumed until the full 
tac force is deployed. Many observers 
e concerned that their absence means the 
esent, essentially self-policed, interim 
riod could deteriorate into open warfare 
d wreck the peace agreement. 

The UN Advance Mission in Cambodia 
namic), which arrived in November 
91, comprises only a few hundred offi- 
ds and military personnel. In keeping 
th its size, Unamic has only been given a 
aited mandate. Rather than enforcing 
ace its job is to survey what is required 
implement the key terms of the agree- 
ant — all of which are the responsibility 
Untac. 

"There was a major screw-up in this 
vole process — and that is Unamic,” a 
?lomat involved in drafting the peace 
cord said. “Unamic was only an after- 
j)ught when the peace accord was drawn 
. No one believed it would take so long 
' Untac to be deployed and no one took 
s interim period as seriously as, in hind- 
ht, we should have." 

Diplomats, Unamic officials and the 
mbodian factions all agree that the onset 
the monsoon will seriously impede the 
lity of the UN to carry out important 
»ects of its mandate that have to be com- 
'ted at least nine months before any ef- 
ts to organise elections are possible. 
Further, the already complex logistical 
k of repatriating refugees and disarm- 
; and demobilising the factional armies 
Il be exacerbated when the wet season 
zins. During the April-September mon- 
on, much of Cambodia is inaccessible by 
id, and any delay could stall the entire 
vatriation and demobilisation process 

up to a year. "The next three or four 
mths are critical,” said a Western dip- 





lomat involved in drafting the peace 
plan. 

Some Cambodian critics believe that the 
timing of the UN intervention in Cambo- 
dia was flawed from the start. According 
to this view, which is held by Prince 
Norodom Sihanouk, the neutral chairman 
of the SNC, Untac should have arrived in 
Phnom Penh in November at the same 
time as the leaders of the four warring fac- 
tions. The UN force, Sihanouk argues, 
could have acted as a neutral mediator be- 
tween the factions and helped to keep or- 
der at a time of inevitable political tensions. 

In November and early December, after 
the pomp of the arrival of 17 new diplo- 
matic missions, the return of Sihanouk, the 
Khmer Rouge and the two non-commu- 
nist guerilla factions, there was an initial 
euphoria in Phnom Penh based on the idea 
that Cambodia was finally emerging from 
two decades of non-stop conflict. But a 
government-organised mob attack which 


zo ee WHERE'S 
w^ THE MAROOT: 


nearly killed Khmer Rouge leader Khie 
Samphan after his return, forcing him t 
flee the country on 27 November, was 
sign of things to come. 

Less than a month later, a series of ant 
corruption demonstrations and riots b 
workers, students and civil servants ende 
in bloodshed on 21 December when polic 
opened fire in central Phnom Penh, killin; 
at least eight people and wounding an 
other 20. A curfew and the deployment c 
heavily armed troops restored order, bu 
the incident left few in doubt that the peac 
accord remained little more thàn a piece o 
paper. 

In January, initial attempts by Sihanouk 
the factions and representatives of the UN 
Security Council’s “permanent five” coun 
tries to allow broad political freedom 
mandated by the peace accord also faile 
miserably. On 14 January, the group issue 
a joint communique giving Cambodian 
unprecedented political freedoms, includ 
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freedom of expression fan the — to 
orm political associations. However, the 
lurry of political activity that immediately 
allowed was short-lived. 

The political assassination of a govern- 
nent official known to be openly criti- 
al of high-level corruption on 22 Janu- 
ry, and the attempted murder of Cambo- 
ja's most prominent political dissident six 
ays later, were widely seen as a warning 
> critics by hardline elements within the 
overnment. 

If the idea was to intimidate critics, it 
vorked. Many of the leaders of a new hu- 
1an-rights organisation formed after the 
4 January communique went into hiding 
vhile others ceased all activity. Opposition 
gures say they will not resume open po- 
tical activity until they are convinced the 
JN can guarantee their safety. However, 
aany doubt whether the UN — even with 
all control over the police and public-se- 
urity apparatus — can protect them from 
eath squads operating at the behest of 
nose who fear they will lose power if free 
lections go ahead. 

The outbreak of violence in Phnom 
'enh has underscored the importance of 
Jntac’s role in creating and ensuring a 
eutral political environment during the 14 
nonths before elections are held. But 
Jntac's role in monitoring the ceasefire 
utside the capital could be even more im- 
ortant. 

In January, serious clashes erupted in 
he northern province of Kompong Thom 
vhen government forces clashed with 
dimer Rouge guerillas, causing the worst 
easefire violations since the signing of the 
'eace accord in November. More than 50 
ivilians were killed or wounded in the 
ighting and some 10,000 people fled their 
lomes. 

Despite the fighting and political insta- 
ility, the newly appointed head of Untac, 
apanese diplomat Yasushi Akashi, said 
luring a January visit to Phnom Penh that 
he problems were “blemishes on an other- 
vise encouraging picture.” 

This optimism is guardedly shared by 
he Cambodian factions, who are well 
ware that a population which has suffered 
yutal, incompetent and corrupt regimes 
or more than two decades desperately 
vants peace and political and economic 
itability. In addition, none of the factions is 
villing to be seen as opposed to the UN- 
rokered accord, which gives some ob- 
ervers hope that the peace process will 
ontinue to move forward. 


CAMBODIA 2 


Men of war 


Demobilised soldiers pose threat to peace 


On the narrow 48-km stretch of 
dirt road that serves as Cambo- 
dia’s National Highway 5 linking 
the provincial capital of Sisophon 
to the Thai border, two official 
military checkpoints monitor trad- 
ers and offer some security in a 
region that has borne much of the brunt of 
the country's 13-year-old war. 

Since last October's peace accord and 
official ceasefire left the armies intact but 
idle, an additional 26 unofficial checkpoints 
have been set up by often drunk and in- 
variably surly government soldiers, many 
of whom have not been paid for months. 
They demand money and goods from 
travellers, and violence regularly erupts if 
their demands are questioned. 

In the zones controlled by the three 
guerilla armies, commanders privately 
concede that they have lost control of hun- 
dreds of their troops. These soldiers are re- 
sponsible for daily acts of murder, rape 
and robbery that have reduced some parts 
of the countryside to anarchy. 

With demobilisation scheduled to be- 
gin later this year, leaders of the four fac- 
tions and UN Advance Mission in Cambo- 








dia (Unamic) officers all agree the situat 
will become worse unless prompt m 
sures are taken to integrate the une 
ployed soldiers into civilian life. The 
cord calls for the demobilisation of 70% 
the four factions’ regular and paramilit: 
forces, a total of some 150,000 combata: 
The remaining 30% are supposed to 
confined to barracks under the control 
UN Transitional Authority in Cambo 
(Untac) troops. 

However, Unamic personnel charg 
with laying the groundwork for den 
bilisation say the four factions have id 
tified a total of 220,000 troops that v 
come under the demobilisation or cant 
ment process, a figure which includes 
ruling government's provincial armi 
While UN military officers note the tota 
probably being inflated by the factions 
an attempt to maintain their armies in c 
the peace process collapses, they point : 
that local militia and village defence for 
are also supposed to be disarmed by 


UN sources hope demobilisation « 
begin before the monsoon starts in Ay 
when access to the remote areas, wh 





vost of the troops are based, becomes vir- 
sally impossible. This timetable now looks 
creasingly uncertain as the main body of 
e Untac force is unlikely to be in place 
efore the rains begin. 

With the process of disarming the 
roops still months away, faction com- 
anders and Unamic officers studying the 
emobilisation process say resentment 
mong the soldiers is running high. Ob- 
ervers point to the December 1991 riots 
y workers, students and civil servants — 
parked by anger against senior officials 
:ealing state assets — as a portent of what 
suld happen unless there is some attempt 
address the welfare of demobilised sol- 
iers. 

“We know there is deep resentment in 
ll sectors of Cambodian society against 
'aders who are seen as corrupt and out 
r themselves. But there is a big difference 
etween riots by angry students and riots 
y soldiers who were conscripted against 
\eir will from their villages and forced 
) fight in the jungle" one diplomat 
iid. 

"My men are scared for their future. 
hey don't know what will happen to 
em or how they will feed their families. 
lost have never been farmers and only 
now war,” said Gen. Khem Sophon, a 
hmer People’s National Liberation Front 
eld commander. “The UN needs to help 
iem if they are to have any kind of future 
ter peace.” 

Although UN officials from the Inter- 
ational Labour Organisation, the UN De- 


ent. Public anger also caused wide- 
"read riots in the capital against the gov- 
nment. Chea Sim and his allies in the 
"P quickly reacted by placing their loyal- 
ts in key ministries in Phnom Penh and 
top slots in the provincial administra- 
ons. This has tilted the balance of power 
ithin the CPP against Hun Sen and in fa- 
ur of Chea Sim. 

The December riots led to a crack- 
»wn by the authorities, which observers 
y include the political shootings and 
timidation of government critics since 
nuary. Many reform-minded activists 
ive now gone into hiding or halted their 
litical work. 

On 28 January, the National Assem- 
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Mine victim: fighting on the increase. 


velopment Programme and the UN High 
Commission for Refugees agree that a pro- 
gramme of skills training and land distri- 
bution for returning soldiers are priorities, 
they say there is no commitment to launch 
such a programme. “We realise it is a criti- 
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CAMBODIA 3 
biding their 
time 

Khmer Rouge aims for 
power in 5-10 years 


The Khmer Rouge, the strongest 
the three guerilla factions th 
waged war against the Vietnai 
ese-backed Phnom Penh gover 
ment, is becoming increasing 
frustrated with the slow imp 
mentation of the UN peace pl: 
It is concerned because it sees the plan 
the passport to regaining political respe 
ability and, ultimately, power in Camk 
dia. 

Khmer Rouge leader Khieu Samphi 
wants the UN peacekeeping forces to mo 
in quickly and begin implementing key é 
pects of the peace plan, especially tho 
relating to the withdrawal of all forei; 
forces and the disarming of troops of ti 
four Cambodian factions. "Because of t 
absence of Untac [UN Transitional A 
thority in Cambodia], there is a great ne 





istry, the National Security 


cal issue . . . but we have no specific pro- 
posals or money allocated yet,” one UN 
m Nate Thayer 


official said. 


pong, one of Sihanouk's sons. Without 
much of a personal power-base, he is ex- 
pected to be used by Chea Sim to add 
credibility to the CPP by linking it to the 
former royal family, much revered in the 
countryside. 

The 28 January National Assembly 
meeting also created a new National 
Security Ministry, some of whose func- 
tions were previously under the Interior 
Ministry. The Interior Ministry, also in 
the hands of Chea Sim loyalists, runs 
the feared secret police apparatus, which 
many here accuse of being behind the 
recent political violence and intimida- 
tion. 

With his control over the Interior Min- 
, the 
National Assembly, key military offi 
and the CPP, Chea Sim is seen as having a 
stranglehold on most of the key national 


danger to the peace process. There is 1 
peace in Cambodia. The fighting is increa 
ing, not decreasing," Khieu Samphan to 


foreign ministries. As for the Chea Sim- 
controlled army, its role is likely to be 
Mun re Oe ee ee 
ised and the rest put under the control of 
the UN Transitional Authority in Cambo- 
dia (Untac) forces. 

But most important, diplomats and 
government officials agree, Hun Sen is the 
only figure with international legitimacy. 
As the ouster of Hun Sen could well result 
in the collapse of the peace accord, no 


Cambodian party or faction sees it in its 

interest to instigate such a move. 
Despite Hun Sen's weakened positior 

observers believe he and Chea Sim need 


each other to retain power at next year's 
elections. There has been some 

tion that, once Untac establishes a free 
political climate, Hun Sen and his follow- 
the consensus among analysts is that Hun - 
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he REVIEW in a recent interview. 

The Khmer Rouge calculates that, the 
irst step in its rehabilitation will have been 
chieved when it begins to share power 
vith other factions under the provisions of 
he UN plan. But this development pre- 
upposes Untac bringing peace to the 
ountry. Hence, the Khmer Rouge's full 
»ublic support for the plan. 

Khmer Rouge officials say that, while 
hey expect to win some seats in a future 
iational assembly following elections in 
993, they are well aware that many Cam- 
'odians still distrust and hate them be- 
ause of the atrocities committed under 
heir rule in the late 1970s. This is espe- 
ially true of the urban population. To re- 
air its reputation, the Khmer Rouge has 
juietly and effectively rebuilt a significant 
upport base among the neglected rural 
'oor since it was driven from power by 
he 1979 Vietnamese invasion. 

Beyond that, the Khmer Rouge is pre- 
'ared to wait. It hopes that, over the next 
ew years, its rivals, or whoever leads the 
rovernment in Phnom Penh, will fail dis- 
nally to resolve problems such as official 
orruption and the neglect of the majority 
»easant population. "We will wait for 
ive, maybe 10 years," said one senior 
Khmer Rouge official. "No matter what we 
ay now, nobody believes us anyway, so 
ve will show them through our actions in 
he coming years." 

As for now, Khieu Samphan says that 
'the result of the election is a secondary 
ssue to us. The election will be supervised 
ind organised by Untac and we will re- 
ipect the result . . . our main concern is 


CAMBODIA 4 


Woes of 
a liberal 


On 28 January, Prime Minister 
Hun Sen, fatigued and weeping, 
sat outside the operating room 
at the Phnom Penh hospital 
where Cambodia's most promi- 
nent dissident, Oung Phan, was 
undergoing surgery for wounds 
suffered in an assassination attempt ear- 
lier that day. 

“This was an attempt to assassinate 
our government and destroy the peace 
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Khmer Rouge soldier near Thai border; government troops in Phnom Penh. 


national reconciliation and union. Some 
people do not see the great danger to the 
peace process [but| we are very worried 
about the next few months. Our message 
is for immediate deployment of Untac. We 
need a first contingent of 1,000 UN troops 
immediately and they must be stationed 
in Phnom Penh to create a neutral political 
environment in order to let the Supreme 
National Council [SNC] work." 

Khieu Samphan accuses Vietnam, the 
old enemy, of continuing to keep troops in 
Cambodia and of directing military attacks 
against his faction. He contends that Viet- 
namese settlers in Cambodia "who 
number more than 1 million are not refu- 
gees but are brought into Cambodia by 
[Vietnam] and are part of the Vietnamese 


were trained in Hanoi in preparation for 
the Vietnamese-led overthrow of Pol Pot. 

A former transportation minister and 
central committee member of the com- 
munist party — now called the Cambo- 
dian People's Party (CPP) — Oung Phan 
was jailed in May 1990 for trying to form 
a new political party in the then one- 
party state but released in October 1991. 
He was shot soon after he announced 
another attempt at forming his own 
party. Oung Phan also publicly criticised 
corrupt "millionaire communists" in the 
government who were opposed to re- 
form. 

In an interview before he was 
wounded, Oung Phan said he had been 
receiving death threats, allegedly from 
government security forces. He revealed 


occupation of Cambodia." The Khr 
Rouge is expected to demand, during 
UN registration of voters, that ethnic V 
namese be kept out of the elections i 
that they be expelled from Cambodia. 
Beyond the election, Khieu Samp! 
sees another Vietnam-related thre 
"There remains the issue of our borc 
with Vietnam and the issue of the co 
nental shelf." Border disputes were 
source of hostility in the run-up to the | 
invasion and the Khmer Rouge is expec 
to harp on perceived Vietnamese territo 
designs during the election campai 
Many analysts say this will strike a sym 
thetic chord among most Cambodi: 
who remain deeply suspicious of V 
nam’s intentions. m Nate The 


government. “I am the most threatenec 
of them all, because [of] what I did," h« 
said, referring to his political and eco 
nomic reforms in 1989. "But I am stil 
alive. That is why I believe this assassi 
nation did not come from our side. I 
shows that our people accept the re 
forms." 

Hun Sen blames the Oung Phan at 
tack and the assassination of anothe 
government official, Tea Bun Long, or 
22 January on "people outside our party 
and government. But the peace proces: 
is damaged. We will be accused of bein; 
unable to create a neutral and healthy 
environment. If we cannot maintair 
order, how can the peace process gi 
on?" 

Like the rival Khmer Rouge factior 
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Changes in the air 


Hecovery may be a long, hard struggle for some 


By Michael Westlake 


here are bright prospects for airlines in 1992 and beyond, 

while only barely in sight. At present, though there have 

been improvements in passenger and freight traffic, 

yields are still low. And there are suspicions that the 
iape of the business is changing in a way that may prevent 
elds from rising in the short to medium term to anything like 
ose in the boom years until 1990. 

With recession perhaps showing signs of lifting but not actu- 
ly climbing fast, there are fears that habits learnt during the Gulf 
isis and budget cuts may be hard to change. High-vield business 
ivel has not recovered at anything like the rate the airlines had 
»ped for since the Gulf crisis ended. 

And the worry is that 
isinessmen who have 
en forced to cut down 
ı regular face-to-face vi- 
ts with clients in ex- 
ange for facsimile mes- 
ges, telephone calls and 
ew potential monster so 
r as airlines are con- 
rned — teleconferencing 
may wish to continue. 
It was a goat that said it 
about last year. At the 
stivities following the 
th annual meeting of the 
-member Orient Airlines 
sociation (OAA) Assem- 
y of Presidents in Hong- 
ng last September, while 
regimental band played 

welcome banquet 
ests, the regiment's mas- 
t, Taffy the Goat, stood 
ar the entrance. 

Taffy then disgraced 
nself by defecating on 

' hotel's expensive carpet. And that, announced David Gledhill, 
iring as OAA chairman, neatly summed up the airlines' eco- 
mic prospects for 1991 — though Gledhill, chairman of Hong- 
ng's Cathay Pacific Airways, was more comfortably placed 
nomically than most airline chiefs. 

Survival was the name of the game for 1991, with very little 
ær evident among the world's airlines. Even in Asia, where 
ults and traffic were relatively high compared with most of the 
t of the world, profits in general fell — though there were 
rlline exceptions. includine Philinnine 





Rolls-Royce: struggle for power with Pratt and Whitney. 


ciation (IATA) said its members had carried a record 262 millio 
passengers and 8.6 million tonnes of freight in 1990. The 199 
figures were expected to show a drop of about 6% for passenger 
and 3% for freight. 

But, said IATA, its members lost a total of US$2.7 billion in 199 
and the 199] loss would be around US$3.7-4 billion. It said recov 
ery in 1992 depended entirely on the Western and Japanese econc 
mies picking up more rapidly than seems to be happening 2 
present. October 1991 was the first month which showed an uptur 
over 1990 figures — too late for the year to show positive growth 

The overall effect of the traffic drop was, in line with expecta 
tions, worst for US-based airlines because of an already soft do 
mestic market hitting car 
riers which were far fron 
financially strong. Evei 
among the strongest, it ha 
forced sharp changes ii 
previous plans for globa 
expansion. Among th: 
weakest, the most dra 
matic demise was that o 
Pan-American, which col 
lapsed in December. 

In Europe, the effect: 
have been less obvioush 
dramatic but are still caus 
ing concern. British Air 

ways parked Lockheec 
TriStars and brand-new 
Boeing 767s because o 
falls in traffic, Air Europx 
collapsed and various car 
riers asked for governmen 
help to stay in busines: 
until the market recovers. 

Predictions that Asiar 
carriers would suffer less 
backed by higher economic 
growth rates in the region as well as their generally higher profit 
ability, proved correct, though perhaps not to the extent expected 

While intra- -regional travel was forecast to be a major cushior 
against drops in trans-Pacific and Asia-Europe traffic, to the con: 
sternation of several airlines, Japan's outbound traffic fell away 
sharply during the crisis. Recovery, though it is happening, is stil 
slower than had been hoped. 

But as a Boeing forecaster commented at the end of the Gull 
War: “You can’t base forecasts for the next several years on events 
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iave happened: McDonnell Douglas (MDC) suffered a net loss of 
ders for 12 MD80 twinjets, 15 MD90s still at the design stage, 
ind six MD1Is. 

But there were signs that others might soon follow, including 
JS mega-carrier American Airlines, which has already slashed or 
'ostponed about a quarter of some 400 Aircraft ordered or on 
yption with virtually all the major manu- 
acturers, and may cut still more. United 
Airlines have cancelled or postponed 122 
ders. 

Some re-equipment and expansion de- 
isions were delayed for several months, in 
it least one case — Cathay Pacific — with 
"illion-dollar announcements still awaited. 

Orders for new aircraft during 199] 
lowed to a relative trickle, totalling only 
(21 aircraft — 36% of orders placed in 1990. 
Not all of this is due to recession. A large 
Jart is because of the spate of orders al- 
‘eady in place, with production-line slots 
or present products pretty much commit- 
ed for the next three or four years. 

The long-term view still espoused by 
ATA is that world demand for scheduled 
iir traffic will grow by 7.1% to 1995 and 
5.5% from then until 2000. The Asia-Pacific 
rea's share of this is forecast to jump from 
1990's 30% to 40% in 2000, with annual traf- 
ic growth at about 10%. 

There is general agreement among the 
manufacturers that the slump in orders will 
continue to 1993, with Airbus in January 
»reaking ranks by saying it hopes for a 50% 
ncrease in its own orders for this year. Es- 
‘imates for the Asia-Pacific region are that 
aearly 2,000 new aircraft — just under half 
of them long-range types — will be deli- 
vered from now until 2005, compared with 
a 1990 total fleet of 1,132. 

Boeing and Airbus are both proposing 
“mega-jumbo” jets with 600-800 seats for 
the late 1990s, with both looking at double- 
deckers, and Airbus also looking at a side- 


Enter the A340 

. Star of the Asian Aerospace '92 exhibition and airshow in Sin- 

. gapore late this month is hoped to be the Airbus Industrie 

A A340 ultra-long-range airliner, which made its first flight on 25 

. October last year. 

If all goes as planned, in an aggressive display of European 

one- ip, the A340 will fly non-stop from the Airbus 

. flight-test centre at Toulouse in France to Singapore, arriving 

Í on 24 February. 

|... At press time, it was intended that the aircraft would stay 

. for the first day of the show on 25 February, having brought 

' with it Airbus chief Jean Pierson and other senior Airbus offi- 
. dials, and leave on the return non-stop trip the next day. —- 


Aircraft orders 





by-side double-barrel fuselage and a “flying wing” — an aircr 
without a fuselage. These are aimed principally at the Asian m 
ket, because of demand here being highest and because of airp 
congestion. Some European and US carriers have express 
doubts that the Asian market is large enough — but they rr 
have forgotten that the successful long-range 747-400 was a 
designed to fit Asian requirements. 

MDC is the odd man out among ! 
manufacturers. Strapped for cash to sta: 
new project which is vital to its future, : 
long-range MD12, it has proposed selli 
40% of its commercial aircraft side to 1 
wan Aerospace for US$2 billion. 

The deal, if it is allowed to go throu; 
has a particular irony in that the Taiw 
company is government-controlled, a 
MDC had been taking the lead among 
aerospace manufacturers in lambasti 
Airbus Industrie over alleged governm 
subsidies. 

MDX's problems may yet become wo) 
Proposals to upgrade DC10s with new | 
gines and electronics may cut into the m 
ket for already poor sales of its MD11 
DC10 replacement. And its projected n 
twin-jet MD90 is being delayed by holdt 
in negotiating a co-production agreem 
for 150 aircraft with China, which v 
wants to switch from MD80s to MD90s 
its Shanghai production line. 

Engine-manufacturers have been 
gaged in their own bloodbath in attem 
to gain market share, with the US’ P 
and Whitney (PW) and General Electric ( 
fighting particularly bitter battles as 
sought to regain ground it had lost to 
since 1987 when customers began to cc 
plain about PW's poor support for its c 
tomers. A PW victory at Japan Airlines () 
for Boeing 777 engines was particul 
significant, because long-time PW custo 
JAL had been the market leader in forc 
PW to change its ways. 


has attracted more than 1,100 companies — up from 950 at the 
1990 show — to tout their wares from 25 February to 1 Marck 
at the show's site alongside Singapore's Airport. 

This time, about 70 aircraft, a 50% increase over 1990, will 
visit the show, either to take part in the daily one-hour flying 
display — during which all other air traffic at Changi will be 
stopped — or to be part of the ground-based exhibition. 

There are also two other shows within the show: Asiar 
Defence Technology 92 and Asian Airport Equipment anc 
Technology. The defence show includes a wide range of mis 
siles, guns and radar systems, as well as the world debut of the 
Chinese and Pakistani joint-venture Karakoram K8. 

The airport equipment show is aimed at Asian airports up 
grading their facilities, a more immediate market than gian 


projects such as the new airports at Kansai in Japan and Hong 
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GE won a significant sale at All Nippon Airways (ANA), also to 
»ower 777s, at the expense of Britain's Rolls-Royce. ANA said there 
was virtually no difference between the two engine types in terms 
of price and specifications. But the fact that GE had won a major 
order from British Airways against Rolls was a considerable shock 
— and ANA did not wish to risk buying an engine which might be 
used by only a small minority of carriers, because support and 
access to spares would then be more difficult. 

Jet fuel doubled in price for a relatively short time during 1990 
ind early 1991 as speculators entered the crude-oil market to rip 
out huge profits. While there was indeed a temporary shortage, 
with the time needed for refineries to change production fractions 
after the loss of Kuwaiti and Iraqi capacity, this was short-lived. 

With the start of the fighting in mid-January, the price col- 
lapsed and is not expected to be a major factor except for inflation 
rises in the foreseeable future. This much, at least, the airlines can 
be grateful for. 

While money was tight, there was plenty of drama. Singapore 
Airlines (SIA) found itself embroiled in a major row with Canada 
in 1991, with Canada giving a year's notice of termination of the 
Singapore-Canada air-service agreement shortly after SIA had 
launched a service from Singapore to Toronto via Vienna and 
Amsterdam. Air Canada had previously stopped serving Singa- 
pore via Europe, and was worried by its loss of traffic to SIA on the 
trans-Atlantic portion of the route. 

In Australia, the newly created Compass Airlines collapsed in 
late December after running into cash-flow problems, though there 
are still hopes that it may be resuscitated. PAL was sold to a con- 
sortium of Filipino investors with Korean Air as its adviser. Two 


False colours 


Vietnam's opening up to more airlines has led to some strange 
legal machinations for Vietnam Airlines to operate reciprocal 
flights because of the US trade embargo. This covers more than 
direct trade — it also precludes US-made aircraft or those with 
a substantial US-made content (which rules out Airbus pro- 
ducts) from being owned or operated by Vietnam Airlines. 

It also seems to bar such aircraft from being leased with 
foreign crew by Vietnam Airlines and based in Vietnam — but 
not if the aircraft are based and maintained outside Vietnam. It 
has taken a while, and several 
variations of attempted leas- 
ing deals, to find this out. 

In February last year, a 
deal was set up via Hong- 
kong-based businessman 
Steve Miller — former general 
manager of Dragonair — for 
Vietnam Airlines to lease a 
Boeing 737, with crew, to be 
based at Ho Chi Minh City, 
from Transavia of Holland. 
The deal was announced 
widely, but was shot down by official US threats that 
Transavia's supplies of US-made spare parts for other planes 
would be cut off if it went ahead. Miller has since been ap- 
pointed Vietnam Airlines' general sales agent in Hongkong. 


Rare view of Vietnam's Boeing. 
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rival groups were advised by American Airlines and a Brit 
Airways subsidiary — but no carriers were willing to put mot 
into the venture themselves, pointing to their own cash proble 
as the reason. 

Cash-strapped Continental Airlines of the US, under Char 
11 bankruptcy protection, sold its Guam-based Continental 
Micronesia unit to a Hongkong-based company represent 
mostly US and Micronesia-based investors. The new owners 
tention is to develop Guam as a hub for Japan-Australia and A: 
US traffic, using the airline's existing traffic rights. 

Vietnam opened up to more Asian carriers, with Taiwa 
China Airlines having a strange on-again, off-again saga start 
in August apparently caused by pro-China politicians in Har 
Services were resumed in October. Cathay Pacific starting servi 
to Ho Chi Minh City and Hanoi in December with SIA to follow 
late February and May respectively. 

An accord between JAL and Germany's Lufthansa on coope 
tion, while each will retain its own identity, seems to be the f 
step in establishing what may become in effect the largest me 
carrier so far. The combined marketing power of the two carri 
and their Asian and European joint distribution of traffic, ne 
only a similar agreement with one of the large US airlines 
create the world's largest airline cooperative venture. 

In late 1991, China finally gave its approval for Hongkor 
planned new airport after guarantees were given regarding, 
amount of reserves to be left intact when China resumes sc 
reignty over the colony in 1997. The decision cleared the way 
an avalanche of construction contracts, most of which were 
pected to be in place during the first half of 1992. 


But quiet or not, this deal was stopped by the US less than 
a day before the aircraft was due to make its first commercial 
flight on 2 March. Passengers who showed up expecting to fly 
in the 737, having been told this the previous day, were sur- 
prised to find on checking in that they were to fly in a Soviet- 
built Tupolev Tu134. 

It was Scandinavian Airlines System (SAS) which broke 
through the official barrier in April, by offering to lease Viet- 
nam a DC10 which would otherwise sit on the ground a! 
Bangkok during the day, between flights to and from Europe 

This, SAS officials found out from US officials, would no 
breach the US embargo because the aircraft would, at leas 
notionally, be based in Bang 
kok for the purpose of the 
lease while it shuttled bach 
and forth between Bangkol 
and Ho Chi Minh City. 

When this deal too fel 
apart it was because the Viet 
namese decided they coulc 
not afford the lease payments 
and the aircraft was in any 
case too large for their ex 
pected traffic. 

Now TEA has returne 
with a 737, this time basing the aircraft in Bangkok, from wher 
it flies to Vietnam and thence onwards for Vietnam Airlines — 
for instance, between Hanoi and Hongkong twice a week a: 
part of Vietnam Airlines’ joint services with Cathay Pacific. 





Headroom. As It Seems In The 777. 


Vhen people take to the skies in a Boeing 777, they will witness firsthand a revolutionary breakthrough in space exploration. 
nner space. And more of it. Take headroom for instance. By designing the 777 with a completely circular fuselage, we were able to 
wer the cabin floor and still leave plenty of room in the cargo bay for standard containers and pallets. This done, we set the stowage 


. ` - " ry m ' ‘ 
ans higher for more headroom, yet made them open lower for easier access. What's more, the center bins have been integrated 


ato the new, open cabin architecture, allowing for an unheard of 76" of head clearance. All of ü 






Runway 
inflation 


() ne country, two systems, three airports might well be the 





slogan for development around China's Pearl River delta 
area — even four airports if Canton's White Cloud is in- 
cluded. 

A new US$181 million airport at Shenzhen is already up and 
running, with Canton-based China Southern. Airlines set to sta- 
tion four 36-seat Swedish-built Saab 340 turboprop commuter air- 
liners there. Macau is about to sign a US$256 million contract for 
its runway and taxiways to be built, following the 18 January 
signing of a US$388 million deal for reclamation and sea walls for 
the runway — total airport construction cost is estimated at 
US$833 million. And in Hongkong, vetting of various large con- 
tracts reclaiming land for a new airport is under way, with airport 
construction costs now estimated at US$6.3 billion. 

The emergence of Shenzhen airport over the past year or two 
has generated much in the way of local political argument, mostly 
concerning whether or not Hongkong and Shenzhen should share 
the same facility. This, the argument runs, would avoid costly 
reclamation work in Hongkong and provide a new facility for 
Hongkong much faster. 

But this ignores the reality of the territorial nature of the 1984 
Sino-British agreement and of air-service agreements in general. 
By the authority granted to Hongkong to negotiate its own air 
agreements — under the approval of Peking — any Hongkong 
airport must necessarily be within Hongkong's control. 

Joint use of Shenzhen would thus be impossible unless Hong- 
kong-related flights were operated under the auspices of an air- 
service agreement with China. The reciprocal nature of such agree- 
ments would therefore demand access to other countries by Chi- 
na's airlines — not Hongkong's — in return for Hongkong-re- 
lated traffic using Shenzhen. This would hardly be a great long- 
term benefit to Hongkong. 

This aspect of international relations does not seem to have 
occurred to some Shenzhen officials, who have been claiming the 
authority to negotiate access to Shenzhen by foreign carriers with- 
out reciprocity being involved. The idea that Shenzhen may bene- 
fit from excess traffic being unable to get into Kai Tak is therefore 
problematic, to say the least. 

Uncertainty about the future of Hongkong's planned new air- 
port came to an end in July when Britain and China developed a 
new memorandum of understanding clearing the way for the 
airport's development to go ahead. 

None of the uncertainty actually involved the airport itself — 
the issue was and is one of control, and the terms of the handover 
of Hongkong's sovereignty to China in mid-1997. 

But while the arguments about the projected cost of, site of and 
need for a new airport continued, plans for new airports at Macau 
and Shenzhen were also set in motion, leaving room for political 
pundits to question whether or not Hongkong really needed a 





towards expansion of infrastructure held sway. Kai Tak's rum 
was switched to the reclaimed finger of land stretching out i 
Kowloon Bay in the 1960s, and an extension to this in the 16 
moved the landward threshold further out from the city. 
Even so, the Kowloon approach remained — and still rem; 
— a dramatic experience, with noise problems for local resid 
and the occasional hair-raising story told about aircraft mistak 
various nearby roads for the runway until the last moment. 
But where should a new Hongkong airport go? Deep Bay 
the northwest, was attractive at first glance, but the presence : 
bird sanctuary on a migratory route there brought visions of 
tentially disastrous bird strikes and environmentalists’ protesi 
With the centre of gravity of urban Kowloon developed to 
east of the Kowloon peninsula, the logical place to develop a 1 
site was somewhere on the western side. If Deep Bay would 
be feasible, what about Chek Lap Kok off northern Lantau, 
almost undeveloped island larger than Hongkong island itsel 


Airports galore 


By 1983, Chek Lap Kok was the dominant choice of site. 
two factors militated against doing anything at the time: first 
economic recession and the second was concern about Fk 
kong's future. While long-term investors were seeking clari: 
tion of the future with China, and various approaches at gov 
ment level had been made, there was still no formal agreemen 
what would happen when the lease on the New Territories 1 
out in mid-1997. 

The plan was therefore shelved. An extension to Kai T 
terminal was mooted instead, plus a new system of roads to ¢ 
with ever-increasing passenger and freight traffic. 

In 1986-87, with the Sino-British declaration on Hongkong | 
ing been made in 1984, local construction chief Gordon Wu 
forward an agglomeration of plans devised by various gov 
ment departments, with his own interpretations of how ! 
might all be incorporated to make them workable. 

Part of his plan was an alternative airport site in the wes 
harbour, linked with a new container port, under-sea rail 1 
and development of northern Lantau. The reaction of the gov 
ment at the time was to say that: (a) there was no need for a : 


Part of the rationale remained the same as in 1983: shift new 
velopment to the west, opening up northern Lantau. But the 
»vernment was also concerned that urban Kowloon was desper- 
ely overcrowded, and transport links hugely overstretched. A 
w reclamation area on the Kowloon peninsula's western side 
as therefore deemed necessary — linking up with new road 
‘stems which gave a northern bias to Lantau's transport links, 
id making Chek Lap Kok seem more attractive than the western 
irbour. 

A detailed study of the three options — doing nothing, using 
hek Lap Kok or the western harbour — wrapped up port, air- 
wrt and other infrastructural developments for the next 30 years 
to one package then estimated to cost US$16.3 billion. Chek Lap 
3k was defined as the most cost-effective option, though in fact 

that respect the study compared apples with oranges by dis- 
issing two entirely different sizes of airport. 

The package was presented as a confidence-booster late in 
89, after the massive demonstrations in Hongkong in support 
students involved in China's Tiananmen Square crisis in June 
at year. But China, already upset by Hongkong people's open 
pport for dissidents in China, chose to object to the cost and size 
the project. 

Chinese officials openly voiced suspicions that the scheme was 
way for British companies to rip money out of Hongkong before 
97. And the affair escalated into a full-blown diplomatic crisis 
each side's position became more entrenched, with Hongkong 
ficials wanting to retain complete control until the 1997 hand- 
'er, and Chinese officials wanting to have a say in decision- 
aking now. 

Eventually, a compromise was reached, with Britain, Hong- 
ng and China agreeing on limits to Hongkong's borrowings, 
e size of fiscal reserves to remain intact up to 1997, and the 
esence of some Chinese officials on the airport project's top 
mmittee. With face apparently saved all round, goodwill is now 
? order of the day — and the project is cranking ahead as fast as 
issible. 

Still to be decided is whether or not the present exclusive fran- 
ise agreements for cargo-handling and aircraft maintenance will 

continued at Chek Lap Kok. Hongkong Aircraft Engineering 
». has decided to build a “portable” hangar at Kai Tak so that it 
n be moved to Chek Lap Kok when necessary. And Hongkong 
r Cargo Terminals last year opened its second terminal, effec- 
‘ely doubling its capacity, to stave off overcrowding problems 
itil 1997, 

Macau’s new airport plan presents a different picture. As with 
»ngkong, Macau's transfer of sovereignty from Portugal to 


China’s gateways 
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China in 1999 also involves the right to create its own air agree 
ments without having to involve the colonial power. 

The huge economic growth in southern China, plus the higt 
way being built between Hongkong, Canton and Macau by Wi 
offers Macau the prospect of becoming a new trade gateway. Ir 
stead of being regarded as part of "Greater Hongkong" in term 
of transport links with the rest of the world, it may be able t 
develop into a major entrepot in its own right. 

How long this will take, and how much separatism is a goo 
thing, are open to much debate. Hongkong's economic future ha 
been held back to a certain extent by the wrangling over the ait 
port, which would have been economically justifiable some year 
ago. Shenzhen's new airport is justified on its economic growth t 
date, and is a timely development because of the feeling withi: 
China that Canton's airport is becoming overcrowded. It seem 
that Macau's justification for an airport is yet to come, and that i 
may be somewhat ahead of its time. 

Practical matters relating to operations at all three airports hav 
yet to be discussed. Air-traffic control, for instance, will deman 
careful coordination — with all three airports only a matter of 30 
50 km from each other, there would be a good case for setting uy 
one joint air-traffic authority. But whose? Logically, with Hong 
kong having the largest airport both now and in future, it shouk 
be the area's overall air-traffic controller — but this may involv 
political problems. 

Also, whose standards are going to apply? There are alread) 
problems interfacing air traffic between China and the outsid: 
world: China and the Soviet Union use metric altitudes and ver 
broad, procedural separation standards because of a lack of ade 
quate radar control of airways. But Hongkong, like most of th: 
world, uses feet for altitudes and tight sequencing is normal prac 
tice. 

The result is that at present an aircraft leaving Hongkong t 
head northwards over China has to contact two separate control 
lers. So while the captain talks to one, the first officer talks to thi 
other. There is also usually a requirement to cross the border at ar 
altitude which can be difficult to reach with a heavily loadec 
TriStar on a hot day. 

Part of the problem is that Canton's radar cannot see aircraft a 
low altitude around Hongkong because of high ground in be 
tween them. And there is no land-link yet through which control 
lers could interchange flight-plan data and progress reports fron 
aircraft. Although this also happens elsewhere in the world, th« 
lack of coordination is far from ideal. 

There is huge potential for surface transport between th« 
three airports, depending on what and how large is the traffic 

base each manages to achieve. A Hong 
; kong bus company has already negotiatec 
= a 20-year franchise to run services betweer 

Kai Tak and Shenzhen, and there has beer 

much talk about direct hydrofoil services 

between Macau's airport and Chek Lar 

Kok. 

But how cumbersome will immigratior 
and customs clearance be between the three 
for transit passengers? And will the term 
transit have to be redefined? Is a passenger! 
arriving at Kai Tak and taking the bus tc 
Shenzhen in transit in Hongkong, or doe: 
he have to undergo two sets of immigra- 
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When the dust 


settles 


seven-month squabble between neighbours and a volcanic 
eruption were the two most dramatic aviation events 
within the region over the past year. 

This month, Singapore Airlines (SIA) and Indonesia's Garuda 
esolved — for the short term, at any rate — a dispute over SIA 
laving grabbed the lion’s share of the busy Singapore-Jakarta 
oute by using wide-bodied Boeing 747-400s twice a day among 
ts eight daily flights. 

The situation resulted from a 1990 agreement intended to boost 
ravel on the route for Visit Indonesia Year in 1991, and offered 
nore choice in that, in addition to SIA and Garuda, Indonesia's 
xempati Air was allowed to fly to Singapore. But SIA, in effect 
ndonesia's second airline in any case, because of the ease of con- 
ections via Singapore, swiftly took well over half the market, 
eaving Garuda with only 27% — down from 43%. 

Under a new compromise agreement, SIA will use 747-200s 
ind 747-3008, but only once a day, with an- 
ther daily 747 flight allowed from 1 April 
993, It also allows Garuda to fly to Singa- 
ore from eight Indonesian cities. The agree- 
nent is to be reviewed before the end of the 
'ear, when the value of the breathing space 
riven to Garuda will be assessed. 

On 15 June 1991, Mt Pinatubo in the Phi- 
ippines erupted and forced the cancellation 
X all air services to Manila — as well as 
orcing the total closure of the US Clark Air 
'orce Base. A layer of volcanic ash coated 
Manila's airport — and aircraft standing 
here. 

When flights were resumed after the dust 
ad been cleared from the runway, several 
47s were damaged by the highly abrasive 
lust being ingested by their outboard en- 
"ines, almost like giant vacuum-cleaners. 

Other aircraft received engine damage in flight for some weeks 
ifter the eruption, because the dust cloud drifted at high altitude 
icross the South China Sea, though eventually the airborne debris 
lispersed and services returned to normal. 

Other significant events included: 

Japan Airlines (JAL) declared an unconsolidated, pre-tax profit 
or the first half of its fiscal vear to 30 September of Y10.26 billion 
US$78.3 million), a drop of 81% over the same period of the 
»revious year. JAL blamed rising management and operating costs, 
1s well as a 7.2% fall in international revenue. 

Nevertheless, JAL ordered 10 Boeing 777s, with options on 10 
nore, for regional and domestic use, though the options could be 
converted to the intercontinental model of the aircraft. The orders 
ire worth about US$2 billion. It also ordered 34 Pratt & Whitney 
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Both JAL and All Nippon Airways (ANA) were hit by a gove: 
ment edict that overseas holiday travel was unseemly while | 
Gulf War was going on. 

In the — to 30 September, ANA's pre-tax profit was Y27 
billion, up 5.6%, boosted by its growing number of internatio: 
routes. I July, ANA became the world's largest 767 operator with | 
delivery of its 46th. It has total orders for 61 of the aircraft. 

Korean Air in June ordered two more 747-400s worth US$: 
million, bringing its total 747-400 orders to 34. In October it order 
seven A330s with options on a further eight. In November, Kore 
Airordered nine Fokker F100s with options on three more. Fledgli 
rival Asiana Airlines took its first 747-400, out of an order for 11 

China's Shanghai Airlines ordered five more 757s woi 
US$275 million to join its present three. China Eastern, one of | 
units created by the break-up of the Civil Aviation Administ 
tion of China and also Shanghai-based, received its first ML 
and opened services to the US. China Southern, based in Cant 
reported revenue of US$281 million for 1990, of which 22% w 
profit, and expected revenue of US$337 million for 1991. 

Taiwan's China Airlines (CAL) announced a plan for part 
privatisation in 1993, hoping to raise up to US$128 million, thou 
no details were available. Also in Taiwan, Far Eastern Air Tra) 
port ordered a third new MD82 twinjet on firm order — the fi 
two arrived late in 1991. 

Eva Airlines, owned by the giant Evergreen shipping compa 
in Taiwan, started operating in July on overseas routes, initia 
within the region but to Vienna from October 1991. It plans flig 





South Korea's Asiana: one of the newcomers. 


to the US from late 1992. In December, Eva negotiated a US$1 
billion loan to finance its purchases of four 767-300s, six 747-41 
and six MD11s. There are options held on a further two 767-3 
two 747-400s and eight MD11s. The current fleet is three 767-3( 

In Hongkong, Cathay Pacific Airways reported a net profit 
the first half of 1991 of HK$1.11 billion (US$142.3 million), do 
21.8% over the previous period but better than expected after 
Gulf crisis. In mid-year Cathay announced the conversion of th 
options outstanding for 747-400s into firm orders worth US$ 
million, and postponed its decision on a fourth. Ten were in s 
vice by the end of 1991, with nine more on firm order and 
options. Also, Cathay has firm orders for 10 Airbus A330s w 
options for a further 14. 

Cathay also opened a new route from Hongkong direct 
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hich is yet to be built. The five aircraft are to be delivered next. 


'ar, progressively replacing Dragonair's 737-2008. 

Philippine Airlines (PAL) was sold by the government on 30 
nuary for US$368.9 million to the AB Capital and Investment 
orp. of the Philippines, with Korean Air as its adviser. AB Capi- 
l is run by Antonio Cojuangco, head of the Philippine Long 
istance Telephone Co. Investors in the group include A. Soriano 
orp., Bank of Commerce, Equitable Bank, International Container 
vices Inc. and the Armed Forces of the Philippines Retirement 
id Separation Benefits System. 

PAL had announced a record profit of P1.2 billion (US$45.3 
illion) for the nine months to 31 December 1991, and expected to 
hieve a full-year profit of P1.3 billion on gross revenues of P13.9 
lion by 31 March. This compared with a loss of P2.2 billion on 
venues of P10.3 billion for the previous year. 

Thai Airways International in. June announced orders for six 
eing 777s worth US$900 million, plus options on a further six. 

Malaysian Airlines reported a drop of 27% in net profit for the 
st half of its fiscal year to M$142 million (US$53.5 million). But 
is did not include US$28.3 million from the sale of three aircraft, 
hich would have put its profits up by 9195. In December it or- 
red one more 747-400 plus eight 737-400 twin-jets, and decided 
have one 737-300 converted into a freighter after delivery — a 
ckage worth US$480 million. The deal also includes seven op- 
ns for more 737s and one for another 747. The airline expects to 

operating 20 747-400s by the end of the decade. 

SIA ordered four more 747-400s worth US$600 million in Janu- 
y. The orders were conversions of options, with 17 options re- 
aining. SIA's results for the half-year to 30 September included a 
Y/ drop in net consolidated group profit over the previous first 
If to 5$530.1 million (US$324.1 million). 

The airline caused consternation at US manufacturer 
cDonnell Douglas by cancelling orders and options for 15 
D11s, citing range problems, and switching to orders and op- 
ns for 20 A340 and A300s with Airbus. 

Indonesia's Garuda reported a profit of Rps 239 billion 
5$119.4 million) for 1991, its fourth consecutive year of profits, 
d was looking ahead to a share flotation on the Jakarta Stock 
change. It predicted a profit of Rps 833 billion for 1992. 

Garuda ordered three more MD11s, bringing its total commit- 
ants for the type to 10, including one option. It also ordered 12 
kker 100 short-haul jets with deliveries to start in 1993, as well 

nine Airbus A330s for regional services with deliveries com- 
encing in 1996-97, Early in 1991, it agreed to lease six A300-600s 
m Australia's Ansett Worldwide Aviation Services. 

Garuda subsidiary Merpati Nusantara Airlines ordered five 
itish Aerospace Advanced Turboprop aircraft to replace its 
kker F27s, and was looking forward to privatisation. 

Deregulation of all Australian air services had several effects. 
orts to prepare Australia's government-owned national carrier, 
intas for partial privatisation, with 3596 available to foreign air- 
es, are being hampered by its own financial problems as well as 
»se of foreign airlines seen as potential buyers, as a direct result of 
ffic and revenue lost during the Gulf crisis — though financially 
althy sia has expressed an interest in buying part of the airline. 

Qantas announced in July that it was planning to cut 3,651 from 
just over 20,000 staff to cut losses. It was predicting an operating 
s of US$234 million for the year to 30 June, which would be offset 

the sale of nine of its older 747s. In the event, in December it 
nounced a group operating loss of A$158.6 million (US$119.1 
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purchasing ambitions. Qantas says it needs to buy a chunk of th 
government-owned carrier, which is also intended to be sold, t 
give it a "feed" from domestic routes on to its international sel 
vices. Australian Airlines announced an after-tax profit of A$6 
million for the year to 30 June, a strong turnaround from th 
previous year's loss of A$13.7 million. 

Fledgling Australian carrier Compass Airlines, the first to b 
launched after deregulation, collapsed in late December when thi 
government refused to bail it out. Compass had been operatin; 
for just over a year. The government's refusal to declare a morato 
rium on navigation charges owing — about A$8 million — force 
owners of its five Airbus A300s to repossess the aircraft or fac 
potential liability for the charges. 

On the subcontinent, in August Air-India announced a recor 
net profit of US$31.2 million for the year to 31 March, having 
previously said it expected to end its 1990-91 year with a loss o 
more than US$50 million, compared with a profit of US$38.8 mil 
lion in the year to 31 March 1990. The record profit was attributes 
to “prudent financial management.” 

Air-India ordered four Boeing 747-400s, and sparked a bitte 
row between the three companies by switching from the Rolls 
Royce RB211-524G engines it had first selected and ordering E 
engines and spares for the new fleet from the US' Pw. , 

Largely domestic carrier Indian Airlines, despite continuing 
losses, said it wanted to buy 53 new aircraft over the next 10 year 
to replace its ageing fleet. 

Pakistan International Airlines announced an operating loss à o 
Rs 117 million (US$4.7 million) for the year to 30 June, SRN 4 
revenue increase of 10.3%. E 

Air Lanka in August ordered five long-range A340s, and plà ec 
a firm order for one A320 with an option on another. f 

m Michael West 











SAFETY 


War 
signs 


T wo events in Asia during 1991 — one tragic, the other 
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nearly so — pointed to the need for a new approach in the 
design of electronic warning systems on modern aircraft. 

One of them, the crash of an Austrian-based Lauda Air Boeing 
767-300 in Thailand about 20 minutes after taking off from Bang 
kok, has also led to moves which are expected to bring new think 
ing to the design of engine thrust-reversers, used to slow the air. 
craft on the ground. After the crash in May, in which all 22: 
people aboard died, examination of the wreckage found that o onc 
engine's reverser had been deployed in flight. 

The pilots had noted an erratic warning that a reverser wat 
unlocked, but upon checking i in the operating manual, found tha: 
the inconstant warning could be a symptom of several entirely 
different — and mostly non-threatening — problems, or could be 
totally spurious. Alas, when the warning finally changed. to ' 
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TO DEFEND 
VITAL AREAS 


When tensions are at breaking point, when enemy forces, 
both out of control and uncontrolable, threaten territorial 
integrity, it is necessary to set up a coordinated, reliable and 
efficient aircraft network around that which is irreplaceable. 

All recent conflicts have confirmed this: the first "strike" 

to neutralize all vital forces of the country comes from the air. 
Today, the MISTRAL short range anti-aircraft missile 

takes up the challenge. 

Thanks to the intelligence with which it is equiped, infra-red 
homing head, autonomous guidance and flight control, impact 
fuse coupled with its laser proximity fuse and very high military 
load capability, the MISTRAL's reliability and proven efficiency in 
operational conditions, make it the anti-aircraft defence missile 
of the '90s. MISTRAL and its systems have already been 


adopted by the armed forces of many countries. 


MATRA DÉFENSE has experience of the future. 











nterfered with the aircraft's electronic engine controls. 

Boeing initially issued a statement that deployment of a thrust- 
everser in flight was tested during the 767's certification — sev- 
'ral different safety systems would have to be inoperative for 
incommanded deployment to happen, and in any case, even if it 
lid happen, the engine would automatically cut back to idle 
»ower. There was also a device which would re-lock the reverser 
iutomatically if it accidentally became unlocked in flight. 

But Boeing and accident investigators later found that if a hy- 
iraulic seal disintegrated, a piece of the seal could jam open a 
valve and the system would then deploy the reverser — in line 
vith comments made by the Lauda Air pilots recorded on the 
ürcraft's cockpit voice-recorder. The flight data-recorder or “black 
90x” was too badly damaged for information to be recovered. 

A test in a simulator proved that, at the Lauda Air 767's speed, 
iltitude and power-settings, the pilots would have had only three 
econds after the reverser deployed before the aircraft became 
incontrollable — not enough time for the engine to be cut back to 
dle thrust. 

While the evidence was and still is only circumstantial — the 
auda Air valves implicated were not recovered from the Thai 
ungle despite several searches — the reverser theory led to a 
swift move to lock out the reverser systems on similar 767s world- 
wide, with some 757s also involved, while extra safety systems 
vere added. 

Only seven aircraft in Asia were involved, from Royal Brunei 
Airlines, Shanghai Airlines and Air China. 

Four-engined aircraft were exempted from extra 
safety actions on the grounds that their aerodynam- 
cs were sufficiently different as to allow pilots to 
naintain control — thus avoiding problems for the 
747-400. Airbus aircraft were also exempted because 
heir reverser systems operate differently. 

But the legal and certification implications are 
mormous, the thinking now being that reversers 
nust be treated with the same caution in design as 
vasic flight controls. On big twin-engined aircraft, 
he engines are so close to the underside of the wing 
hat inflight reverse at high thrust virtually destroys 
the lift on that wing, giving the aircraft an almost 
nstantaneous high rate of roll, as well as the heavy 
yaw generated by opposite thrust on each side. 

The consequences of sudden, hard inflight re- 
verse have been contemplated before — reversers 
have been used on virtually every type of large jet 
aircraft in passenger service. The manual for the 
Lockheed TriStar, for instance, decrees that among 
other items after an uncommanded reversal, speed 
should be reduced to 200 knots. This in itself would imply an 
emergency landing to follow, because reducing speed would 
mean a descent from cruising altitude. 

The US Federal Aviation Administration (FAA), which is the 
initial arbiter of airworthiness for US-produced aircraft, seems to 
have let the big twins' aerodynamic differences slip through the 
cracks — as have other national certification authorities. Obser- 
vers find it strange that the only inflight test required was at low 
thrust and low speed, when wind tunnel and simulator data ob- 
tained after the Lauda Air crash showed that the potential for 
disaster was abundantly clear. 


Modifications of some kind to many aircraft now in service are 
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tronic displays and computer-controlled systems, the usual qu 
tion has become: “What is it saying now?” 

The magnitude of the problem has been underlined by 
incident which happened to a Northwest Airlines 747-400 af 
leaving Tokyo, in which fortunately no one was killed — but ! 
flight came as close to disaster as is possible without it actua 
happening. 

The flight suffered a fire in its left inboard engine pylon, but 
fire-warning showed in the cockpit. Instead, the crew were gi 
indications that the left outboard engine's bleed-air system v 
overheating and that its reverser was deploying, as well as a s! 
warning — and the cabin pressurisation failed. In short, the s 
tem was telling the pilots that, among other things, there wi 
severe problems with the wrong engine. 

The aircraft, with 314 people aboard, returned to Tokyo, wh 
an emergency evacuation was performed — injuring 30 pass: 
gers. The cause of the whole episode was an electric cable in ! 
left inboard pylon — which supports the engine on the wing 
that had been chafing on a fuel pipe. When the insulation on ! 
cable wore through, electric arcing began which eventually s] 
the pipe and allowed fuel to fill the strut — where it caught fi 

The problem is not merely with the possibility of chafing it: 
— that can be checked easily enough. It is with the result of : 
chafing — arcing, leading in this case to a serious fire, and m« 
importantly to the warning systems generating the wrong sign 
The Airbus A320 has recently been the subject of an airworthin 
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Lauda Air: victim of reverse thrust. 


directive mandating inspection of wiring looms in the wings 
cause of chafing, which fortunately was found before any seri 
incident occurred. 

A sophisticated electronic warning system which can tell } 
or even partial truths, is an enemy lying in wait that can mish 
even the most capable, rigorously trained crew. Worries now 
ing expressed by observers, including some aircrew, about m 
potential timebombs in aircraft systems and their electronic « 
plays may be overplayed. But it is more than unfortunate | 
while aircraft themselves, and their operating systems, are bec 
ing ever-more reliable, their warning systems, so far, at any r 
are not. 


TheslGisllee tha vols — 44 of fatal aceciodonmtc wac rolah 


dioing that both engines had stopped — 14 of the 20 people on 
yard died. And on 29 December, all five crew aboard a China 
irlines cargo 747-200 died when the aircraft hit high ground 
hile trying to return to Taipei after reporting at least one engine 
ilure. 

Among the more serious non-fatal incidents, on 31 August 
\d in early October an All-Nippon Airways 767 and a Japan 
irlines (JAL) 747-200 each suffered a failure of a compressed air 
ict in flights which damaged the aircraft — in JA1's case, blow- 
g off a 1 m-by-70 cm panel in the skin below the left wing at 
000 ft during the climb from Narita. JAL had a similar incident 

1987. 

The FAA had issued an airworthiness directive in September 
90 that duct seams be inspected, as a result of a series of such 
cidents with 747s and 767s. JAL was in the process of replacing 
| the ducts with new models having thicker material, but the 
rcraft in the October incident was not due to be modified until 
ter this year during its next heavy check. 

On 20 March, a Korean Air Piper Cheyenne light aircraft with 
ree people aboard hit high ground on Cheju Island. And on 4 
ptember, a Korean Air DC10 suffered damage to its horizontal 
ibiliser after its tail-mounted centre engine suffered a drastic 
dure and threw turbine blades out through its casing. 

On 8 October, a United Airlines 747-200 came close to running 
it of fuel on à flight from Hawaii to New Zealand. The aircraft, 
ong with others, had to divert from its intended destination at 
1ckland because of poor weather and the lack of an instrument 
iding system because of airport-construction work. 

But after setting off for Christchurch, the usual alternate air- 
rt, the crew then said a shortage of fuel required them to head 
r Wellington instead, which was closer but is designated as an 
vergency alternate for the 747 because of its short runway. Air- 
iffic controllers claimed that the aircraft would 
ve had less than 15 minutes of fuel left on ar- 
'al at Christchurch. The incident was being in- Male 
stigated. 

There was the usual crop of “runway excur- 
ms” and mechanical failures, and one crash on 
raining flight, with no deaths. On 3 March, a 
alaysian Airlines Twin-Otter suffered a 
sewheel collapse when landing at Bario, Ma- 
ssia. A Garuda Fokker F28 jet overran the run- 
ty while landing at Pontianak, Indonesia, and 
came bogged down in mud. A Civil Aviation 
Iministration of China (CAAC) Boeing 737 ran 
| the side of the runway while landing at 
imen on 21 May, and a Royal Nepal Airlines 
‘in-Otter ran into a ditch alongside the run- 
iy at Lukla on 9 June in bad weather after a misaligned ap- 
zach. 

Two incidents raised eyebrows in the aviation world during 
' past year. The first involved a CAAC Boeing 757-200 at 
nming on 24 April, when the aircraft was flared out for land- 
; too soon, causing it to “porpoise” and then to hit the ground 
hard that the nose-landing gear was smashed. 

The second involved a Korean Air Boeing 727-200 landing at 
agu on 13 June. In yet another demonstration of this classic 
e of accident, the crew had pulled out the circuit breaker for 
' warning horn which indicates that the landing gear has not 
'n lowered while the wingflaps are down and the power is at 
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arcels and 
assengers 


ith the price of the Boeing 747-400 at around the US$13C 
145 million level, and that of the McDonnell Dougla 
MD11 at about US$100 million, the cost of entry into th 
large, medium-to-long-range full-freighter business can be pro 
hibitively steep. 

The problem is that the requirement for freighters is relativel 
small compared with that for passenger aircraft. Even thoug] 
cargo volumes have grown enormously over the years — U! 
giant United Parcel Service (UPS), for instance, delivered mon 
than 2.8 billion packages to 185 countries in 1990 — the aircraf 
manufacturers are driven by overall airline requirements. 

This means building an aircraft optimised for passengers first 
and then looking at ways to adapt it to carrying freight on it: 
upper deck or in its belly. As a result, only about 20% of airfreigh 
is carried by all-cargo aircraft. 

It also means that orders for freighters are slotted betweer 
airliners on production lines, with McDonnell Douglas, for in 
stance, allowing a maximum rate of MD11F freighter productior 
of only one for every two passenger MD11s. 

And with thousands of various sizes of containers for lower 
deck cargo in circulation — urs alone has more than 11,000 con: 














All-cargo aircraft less popular. 


tainers — about the only change cargo carriers might welcome in 
the system would be to increase the use of flat pallets, on which 
cargo is stacked to whatever height the aircraft's main-deck will 
accommodate. 

Some of this may change over the next few vears, with the 
advent — if they are demanded by regulatory agencies — of 
bomb-proof containers. Experiments with various versions of 
these for passengers’ baggage are still being conducted, in an 
attempt to stop bombs in baggage from destroying aircraft. 

Assuming that these experiments are successful, the same ap- 
proach will almost certainly be carried over to the air-cargo world. 

But there is no obvious end in sight to the problem of having 
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GREEN FEES IN THE PHILIPPINES 
LEAVE You ExoucH To Part THE Town 
Rep AND Stay IN THE BLACK. 


Golfing in the Philippines 
costs much lower than you 
imagine. 

Choose from more than 50 
highly-rated courses all over 
the country, ranging from 
picturesque to challenging. 


Among the most popular is 
Wack Wack Golf and Country 
Club, with its long and tricky 
fairways, water hazards and 
intimidating sand traps. The 
rolling terrain of Valley Golf 
Club, replete with lakes and 
streams, is a favorite among 
powertul hitters, 


But nothing can be more 
daunting than the undulating 
greens of Puerto Azul 
overlooking the South China 
Sea. Designed by Gary Player 
and Ron Kirby, it has a front 


nine that plays into a valley — 
and two finishing holes that 
require monstrous drives over 
rugged cliffs. 


You’re never too far from a 
golf course in the Philippines. 
Here, courses are less 
crowded, and amenities range 
from modest to plush. Prices 
start as low as US $16 a day, 
inclusive of an 18-hole round 
of golf, green and caddy fees, 
as well as hotel - golf 

course transfers, 


Come, pack your clubs for a 
magnificent golfing holiday in 
the Philippines, It’s only a 
short flight away on 
Philippine Airlines. 


Contact Philippine Airlines or 
your travel agent for details. 


Prices subject to change. 






acturing than the freight carrier’s wishes. It is cheaper to build 
dentical fuselage panels with window cut-outs and plug the holes 
ater, for instance, than to set up separate tooling for a relatively 
imall number of pure freighters. 

The compromise is the Boeing 747 Combi, in which the 
yack of the main deck is used for cargo while passengers 
xcupy the front, a bit like the “guard’s van" section of a passen- 
rer train. 

Several of Asia's airlines have ordered full freighter versions of 
he 747-400: South Korea's Asiana, three; Hongkong's Cathay Pa- 
tific Airways, two, while Korean Air has ordered two Combis; 
Malaysia Airlines, two, Singapore Airlines, three; and Air China, 
hree more. 

With a fleet of passenger and cargo versions of the 747-400, or 
x the other 747 models, an airline can avoid having to run yet 
inother set of crew specifically for another aircraft type, and also 
ran avoid having to keep different batches of spares, different 
nethods of recording usage, and so on. 

But while the Combi makes sense with this logic, passengers 
ind cargo are not a particularly happy mixture. One response to a 
cargo fire aboard a freighter, for instance, is to shut down the 
xircraft’s pressurisation, while staying at a high altitude to help 
starve the fire of oxygen. 
© But this is impossible with passengers aboard, and since a 
south African Airways 747 Combi disaster near Mauritius in No- 
vember 1987, the aircraft have been required to carry extra fire- 
ighting equipment. It has also had its airconditioning system 
changed to help stop smoke spreading from burning cargo into 
the passenger section. 






The Combi is therefore a non-standard 747 of whatever mod 
but the similarities between models still outweigh the diff 
ences with regard to spares, crew training and management s 
tems. 

And historically, the freight side of aviation has been a re 
tively small part of the business, with consequently smaller clo 
Below the top tier of largely passenger-oriented carriers with soi 
freighter and Combi versions of the same aircraft lies a welter 
others with stripped-out versions of earlier aircraft such as the 7 
and DC8, and the almost equally venerable 727. 

But some elements of the market have changed, and are s 
changing. Part of this is a straight increase in demand : 
air freight, as more customers use aircraft as airborne extensic 
of their warehouses, furthering the "just-in-time" philosophy 
reduce inventory carrying-costs. 

Another element is the huge expansion of the package bu 
ness, both in its own right, as with UPS, and in its extension int 
multi-tier service on one carrier, as with Federal Express, wh 
has ordered a staggering 75 freighter versions of the A300« 
airliner. 

It would seem, therefore, that the economic clout of air frei; 
has grown rapidly, and is still growing. But with, for instance, 
freight accounting for only about 1% by weight and 25% by va. 
of Hongkong's exports, is there not room for the economic ck 
to grow still further by increasing air freight's availability a 
margins through the use of even more specialised aircraft? 

All the freight operator really wants is a flat surface on wh 
to sit boxes or pallets, with easy access to roll the stuff on and « 
preferably level with a truck or with a ramp to avoid having 
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H ow can airlines keep passengers contented when they are 





trapped in an alloy tube for 13-14 hours at a time? There is 

only so much food people can eat, or books people can 
read, in one sitting. And it seems to be a rule that inflight movies 
are either those which people have seen before or would not want 
to see in the first place — and are usually shown when people 
want to sleep. 

Inflight entertainment is undergoing a revolution, in part be- 
cause of what is already available in some airlines’ first-class and 
business-class sections. Individual screens for each seat have ar- 
rived, with Japan Airlines (JAL) and All Nippon Airways (ANA) 
providing them in both sections, and British Airways (BA) having 
them in first class only. 

. JAL and ANA have taken a multi-channel approach, so that 
each passenger with such a screen can pick from several different 
movies, news programmes or destination information as desired. 

BA has elected to use an individual videotape-player in each 
first-class seat's arm rest, with the screens on hinged arms that are 


compatible with home-video systems, agencies which provide : 
tapes worry about the potential for pirating of the taped mater 
They are thus less inclined to offer first-run movies unless - 
tapes stay within the airlines' control. 

Another point against an isolated system, marketing offici 
say, is that the failure of one system leaves one very unhap 
passenger burning with resentment that everyone else is still 
ing entertained while he or she is not. But if a shared mu 
channel system fails, then a sort of “together in adversity” sp 
develops, in which everyone accepts the loss of service as fate 

Multi-channel systems seem to be the way of the future in c 
case, because the screens will eventually be available through 
the aircraft, and it is recognised that passengers in the econo 
section have most need of entertainment — they have the le 
amount of service on the aircraft and sit in the smallest seats. 

None of these systems are cheap. The cost of individual s 
tems is around US$3,500 per seat, depending on the syste! 
level of sophistication. Installation cost is extra, and varies 
cording to labour costs where the work is done. Loss of rever 
on each aircraft while the installation work is being carried ou 
about US$300,000. 

But for competitive reasons, the entertainment systems are 
their way. BA, for instance, is to spend about US$36 million 
such systems for its first-class, long-haul sections, and Hongkor 
Cathay Pacific Airways is to spend US$10.5 million on items 
cluding multi-channel video systems with individual screens. 

The largest commitment so far is Northwest Airlines' deck 
tion that it intends spending US$450 million on many items al 
levels to improve service to passengers in all seat-classes. Incluc 
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e expensive lifting platforms. 


Something like the Lockheed C5A — but that is now out of 


'oduction. The McDonnell Douglas C17 four-jet military airlifter 
ww undergoing test-flights, could fit the bill. 

Another concept is now being considered: hinging the cockpit 
ction, as on the original Airbus Super Guppy and the new 
"uppy-ised" version of the A300-600 Airbus has decided to build 
r its own use. The result is effectively a roll-on, roll-off freighter. 

If Airbus was to canvass the market for such a version of the 
330/ A340, keeping the standard fuselage diameter but hinging 
e nose section, they might be on to a winner — long-range, 
tiet, easy-loading freighters. 

And there might * an even bigger market for conversions of 
der A300s for far less than the cost of a new aircraft. With older 
7-100s being transformed into freighters, there is obviously a 
arket among the smaller carriers — Air Hongkong has gone 
wn just this route. 

Whether or not cost of ownership of new freighters can be 
duced significantly below today's levels is debatable. But cargo 
s grown into such a large element of airline revenues that it 
ould no longer be regarded as a second-class citizen. 

At present, it seems that the cargo operators will have to con- 
tue to depend on existing types or conversions of existing pas- 
nger aircraft. But as the economic lives of these types run out, 
'w capacity will have to take its place. Except for the upcoming 
330 and A340, aimed at regional and long-range passenger mar- 
ts respectively, and the proposed MD12 — little more than a 
etched MD11 which will intrude further into the 747's market 

there is not much else yet in sight. = Michael Westlake 
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JAPAN IN SPACE 


lokvos last 
frontier 


By Brian Jeffries 


his may be International Space Year, but for most of th 

world's space powers there is precious little to celebrate. h 

the US, space endeavours are being bedevilled by a tight 
fisted Congress and a lack of clear vision on the direction of fu 
ture policy. In Europe, crucial decisions on major projects hav 
been postponed because of funding restraints. And the forme 
Soviet space programmes, now largely in the hands of the Rus 
sian Republic, are in danger of terminal decline because the auto 
matic largesse from the Kremlin, on which they relied for life, i 
no longer available. 

Only in Japan, it seems, does a steady sense of purpose base 
on long-term goals at present prevail. T he Japanese are intent oi 
building up their expertise in all areas of space activity, and thi 
impact on space budgets of recession has been only minor. Thi: 
year, if rockets do not blow up or satellites fail, the Japanese wil 
demonstrate their growing prowess in space in several areas. 

The event that is likely to catch the most widespread publi 
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orthwest has completed arrange- 
nts now in train, even news broad- 
sts via satellite will be available. 

A complete system for a 747 is simi- 
' in concept to setting up a desk-top 
mputing system with a file-server in 

office. With the current Model 400- 
J system produced by AirVision, a 
bsidiary of the Netherlands' Philips 
ctrical and electronics manufacturer, 
' instance, entertainment and cabin 
inagement systems are linked 
‘ough a local-area network. Up to 12 
leo channels and 30 audio channels 
' controlled by computer, plus reser- 
tions, games and shopping channels. 
The total weight of such a system 
about 450 kg — equivalent to the 
ight of almost five passengers and 
egage. But, argue the suppliers, with 
lividual screens, most of the former 
neration of inflight entertainment 
ir can be removed, so that the weight 
nalty becomes far less. 

The suppliers also argue that far from being only a cost item 
ned at keeping people occupied, these new systems can gene- 
e revenue through advertising spots in the programme mate- 
| supplied, and through boosting inflight sales of duty-free 
ns as well as souvenirs ordered for delivery on the ground. But 


Sit back and enjoy. 





tish Telecom International and Singa 
pore Telecom. Installation cost per air 
craft — being shared between SIA anc 
the telecommunication companies — i: 
about US$60,000 per aircraft. 

Such systems will be upgraded t 
include inflight facsimile and data ser 
vices in future, with the intention o 
keeping businessmen up to date witl 
stockmarket quotations as well as be 
ing able to work in their seats witl 
laptop computers and then to transmi: 
their data to their companies or to cus 
tomers on the ground. Airbus Industrie 
even has a full one-man business centre 
in its A340 mockup at Toulouse, with 
telephones, a facsimile machine and 2 
word-processor installed. 

Demand for all these services ha: 
not yet been measured, because tech- 
nology has only recently made ther 
available. But last year the International 
Air Transport Association, a grouping 
of most of the world's scheduled air- 
lines, conducted a survey of 956 business travellers in North 
America, Europe and Asia to assess demand for satellite commu: 
nications links aboard aircraft. 

The results of the survey showed that with a charge of US$10 a 
minute, an average of 60 telephone calls would be made on long- 


ittention involves Japan's plans to develop a manned space pro- 
'ramme — Asia's first. This is the year that Japan's first official 
istronaut will make a journey into space, albeit aboard a US space 
ihuttle. (In 1990 a Japanese journalist who was not a trained astro- 
aut did go into space aboard a Soviet rocket.) 

In September, Mamoru Mohri of the National Space Develop- 
nent Agency (NASDA) will blast off from Cape Canaveral for a 
veek-long mission in orbit. Along with him for the trip will be a 
vrack full of more than 30 Japanese scientific experiments that 
vill be conducted during the mission. 

The experiments comprise NASDA's First Materials Processing 
l'est (FMPT) and represent Japan's first serious attempt to assess 
he commercial possibilities of manufacturing in space. The Ja- 
"anese see space as the next industrial frontier, and they want to 
cnow whether microgravity — near-weightlessness in orbit — 
‘an be used to manufacture such items as exceptionally pure 
netals and new drugs. 

The experiments will be conducted by Mohri and the US crew 
of the shuttle, and are an essential part of NASDA's plans to put a 
»ermanent pressurised laboratory into orbit as part of the US 
nternational space station Freedom. Lessons derived from the 
shuttle mission will be incorporated in the development process 
f the laboratory, known as JEM. 

The US$2.5 billion module will be used to conduct materials 
»rocessing and scientific experiments, and to study the long-term 
fects of weightlessness on human beings in preparation for the 
ime next century when the first men and women start working in 
obit and visit Mars. JEM is due to be at- 
ached to Freedom in 1998 and 1999. 

New materials and drugs developed on 
EM are hoped to eventually turn a profit 
or Japanese entrepreneurs. But well before 
hat is likely to happen, Japan expects to be 
naking money out of launching communi- 
‘ations satellites and other payloads into 
space with its own new rocket. 

The development process of the first 
NASDA rocket containing all-Japanese tech- 
vology is due to be completed this year. 
[he H-2 rocket was originally due to have 
ts maiden launch last month, but this has 
een delayed until at least February 1993 
»ecause of consistent problems that have 
iit its first-stage engine. 

The engine, known as the LE-7, is 
uelled by liquid hydrogen and oxygen, as 
s the first stage of US shuttles, but NASDA and its contractors have 
nt repeated snags during the development process. Prototype 
gines have caught fire and sections have exploded, leading in 
me case to the death of a technician. 

This has resulted in considerable redesign work being 
required. But engineers are now hoping that the worst of 
their problems are over and they will meet the new maiden launch 
late. There is room for hope that this will be the case; in January, 
1 redesigned version of the LE-7 successfully completed two full- 
duration test firings at NASDA's launch site at the Tanegashima 
space Centre. 

It is from here that a Japanese consortium called Rocket Sys- 
tems Corp. (RSC) plans to start using the H-2 in the mid 1990s to 
enter the lucrative international market for launching commercial 





JERS-1: watching the world. 


tions Organisation, Japan's Nippon Telephone & Telegraph « 
glomerate, and launches for satellites for such countries as Th 
land and Malaysia. 

As well as seeking launch contracts, RSC is also responsible 
manufacturing H-2s, which it will do on a production-line ba 
that is being designed to reduce overall costs. Some of the H 
will be sold to NASDA for its own launches, with the remain 
being earmarked for commercial launches. 

The emergence of the H-2 also means the end for its predec 
sor, the H-1. This NASDA rocket contains US technology and w 
not able to compete in the international launch market because 
licensing restrictions imposed by the Americans. Nevertheless 
went out in a blaze of glory in early February this year wher 
put a new type of satellite into orbit for Japan. 

The nation's, and Asia's, first Earth resources satellite (JERS 
was blasted into a low orbit that takes it over the world's po 
regions. As the Earth revolves beneath it, the satellite's remc 
sensing instruments are monitoring the world on a global ba: 
looking at such areas as the interactions between the oce 
and atmosphere, seeking energy resources, and monitoring ! 
state of forest depletion and agriculture, and the extent of sni 
cover. 

The satellite is an important component of international pl 
to make increasing use of spacecraft to monitor the health of : 
Earth's environment from space on a permanent basis. 

JERS-1 is a joint project between NASDA and the Ministry 
International Trade and Industry, with the space agency supp 
ing the satellite and the ministry the 
mote-sensing instruments. 

The most sophisticated of these sens 
involves the use of synthetic aperture 
dar. This instrument is designed to bo 
bard the Earth with microwave pulses, a 
record the results aboard the satellite wt 
they bounce back into space from the s 
face. In this way, the satellite will be able 
capture highly detailed images of the s 
face regardless of whether it is night or c 
or whether heavy cloud cover is obscuri 
the Earth. 

The spacecraft also carries optical s 
sors that separate light reflected fri 
the Earth into seven spectral bands, rai 
ing from visible to shortwave intra-r 
By studying the images these sensors p 
duce scientists can determine a great d 
about the state of the Earth. 

The smaller of Japan's two space agencies, the Institute of Sp 
and Astronautical Science (ISAS), will also mount an import 
joint mission with the US space agency NASA later in the year. 
July, a rocket will lift off from Cape Canaveral to put the Geo 
spacecraft into orbit. 

The spacecraft will study the interaction between the s 
wind — the charged particles that stream off the face of the < 
— and Earth's magnetic field, or magnetosphere. Geotail and m 
of its instruments are being supplied by Japan. 

Ground controllers in Japan will manoeuvre the spacecraft 
and out of the Earth's magnetic field using a sophisticated te 
nique that relies on the gravity of the Moon to change its orl 
around the Earth. Isas technicians have perfected this double 
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MARK CLIFFORD 


Traveller s Tales 


e make a sharp left-hand turn 
at 300 miles per hour, then 
drop so fast my stomach feels 
like it just blasted out the top 
my head. The man behind me has lost 
; breakfast. My stomach settles back into 
y body. We thump on to the deck and 
ap to a stop. Facing backwards, it feels 
e my eyeballs are being pushed through 
> back of my head. 
We roll out of the back of the window- 
s Greyhound plane — a bit like being 
ide a flying heating duct — on to the 
ndy deck of the USS Independence. If 
m Il Sung is haunted by the memory of 
nerican bombers during the Korean War 
ing waste to the North, and he fears an 
ack on his nuclear facilities, then he can- 
t be sleeping well with the Indepen- 
nce running exercises in support of Va- 
nt Blitz, an amphibious landing exercise. 
an attack were to come, the Indepen- 
nce would be a likely launching plat- 
m. We're in international waters, in the 
1 of Japan, but this is really a little bit of 
'rward-deployed" America. Based at 
kosuka, Japan, the Independence is the 
ly US aircraft carrier based outside the 


Back at home, Americans have never 
n comfortable with their role as a colo- 
| power, even in the Pacific, where the 
| presence in the Philippines and South 
rea has been that of patron, protector 
d policeman. But here on the open 
'an, the crew of the USS Independence 
ke it clear that their purpose is to pro- 
le a bit of power close to the ideological 
dt lines that crease the Korean peninsula 
] northeast Asia. 
If the 5,000 black, brown, yellow and 
dte men on this ship were typical, there 
i'othing wrong with the American work 
ic. They can land fighter aircraft in the 
idle of the ocean at the rate of one a 
ute. Plenty of them are here, however, 
ause the military is the employer of 
: resort, the best ladder for those seek- 
a way out of the ghetto. They left a 
intry with the biggest economy in the 
rid, but whose roads are rutted, whose 


dges are crumbling and which cannot 
at aaa a 





The USS Independence: ambivalent role. 


strung along Korea's east coast. Now it is 
home to the biggest shipyard in the world, 
Hyundai Heavy Industries, and more than 
600,000 people. Last year Hyundai deli- 
vered about US$1.6 billion in ships. The 
Brooklyn Navy Yard, where the Indepen- 
dence was built, has been shuttered for 
years and the US commercial shipbuilding 
industry is extinct. 

South Koreans are understandably am- 
bivalent about the role of the US. In the 
case of aircraft carriers supporting war 
exercises, or the US army occupying choice 
real estate in Seoul, the mixed feelings are 
understandable. But Americans who have 
made it their business to understand Ko- 
rea can also can find themselves snarled in 
this web of ambivalence. 

Gregory Henderson was one of those 
tarred. A former diplomat, who went on to 
write a perceptive and thoughtful book on 
Korean society, Korea: The Politics of the 
Vortex, he was also a 
firm believer in Korea's 
ability to make the tran- 
sition from autocracy to 
democracy at a time 
when few had that faith. 

Mention Hender- 
son's name, however, 
and many Koreans will 
immediately respond 
by saying that he ripped 
off the country's art 
legacy. Henderson did 
have a fine collection of 
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husband had a standing agreement witl 
the director of the National Museum ir 
Seoul to allow the museum to acquire any 
thing the Hendersons bought in Korea a 
the price they paid for it. The museum wa: 
even good enough to send experts to hel; 
crate up the goods for shipment. Moreover 
unlike most private collectors — mainly 
Korean and Japanese — who hide their ac: 
quisitions away, Henderson cataloguec 
and published his holdings and showec 
them regularly. 

Now, almost 150 pieces are to go to the 
Sackler Museum at Harvard, preserving 
intact one of the finest collections ol 
Korean ceramic art anywhere outside Ko- 
rea. In return for the collection an endow- 
ment will be established to fund the study 
of the visual arts of Korea, Japan and 
China. Rather than celebrating this bequest 
for helping to make Korean art better 
known in the West, the Korea Times used 
the occasion to repeat the canard that in 
1963 Henderson was transferred from Ko- 
rea "supposedly because of his illegal ex- 
port of Korean treasures." The newspaper 
charged that Henderson traded soap and 
cigarettes for national treasures, taking ad- 
vantage of Korea's impoverished state. 

The myth about the art theft dates back 
to the early 1970s, says Maria, when Park 
Chung Hee decided to lash out at Hen- 
derson for his criticism to the South Ko- 
rean president's increasingly heavy- 
handed tactics. 

The irony is that journalists who are 
writing (or re-writing) about Henderson's 
alleged theft of Korean culture are pro- 
bably unaware that they 
are simply rehashing 
the party line of a dead 
dictator. They think that 
printing whatever they 
feel like is what demo- 
cracy and a free press is 
all about. Were he alive, 
Henderson would no 
doubt have the grace to 
shrug off this sort of 
mis-reporting as simply 
part of the price of lib- 
erty. 





TAIWAN 


Look back in anger 


In an independent mood, historians rediscover Taiwans separate story 


n the hallowed halls of the Academia 

Sinica, Lin Ming-te is something of an 

iconoclast: he is a historian of Taiwan. 

And when it comes to the history of 
what is known as the 2-28 incident, icono- 
lasm was easily cast as subversion by Tai- 
van's powers that be. "They say it was just 
1 small thing in 5,000 years of Chinese his- 
ory,” says Lin of past attempts by leaders 
X the Kuomintang (KMT) to bury what 
appened on 28 February 1947. "They say 
forget the past and get on with the future.’ 
3ut we can’t do that.” 

Partly because Lin and others refused 
o forget and partly because the political 
‘hanges in Taiwan have finally caught up 
with the past, the 1947 uprising, which 
ventually left perhaps 10,000 people dead, 
s the subject of an official re-investigation. 
^ report on the findings is about to be 
»ublished, on the eve of the incident's 45th 
inniversary. 
The government hopes that credible 

scholarship and official candor will ease the 
inger and resentment over the unex- 
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plained and, until recently, unacknow- 
ledged killing of thousands of Taiwanese 
citizens. Like many dissident intellectuals, 
Lin is sceptical that the report will address 
the issues or ascribe responsibility. 

Preliminary drafts of the report, pur- 
loined by the island's freewheeling press, 
were splashed across the front pages of 
leading newspapers in mid-February. In 
their conclusions, scholars laid the blame 
squarely on the KMT leadership at the time. 
But a committee appointed by the Cabinet 
to oversee the investigation has ordered 
that any such judgments be deleted from 
the final draft. 

Despite access to key archival material 
during the past year, however, the investi- 
gative team of eight specialists insists it 
found no documentation which proves 
that the killings in the months following 
the incident were ordered by Gen. Chiang 
Kai-shek or his much reviled governor of 
Taiwan, Chen I. Sceptics respond that 
Chiang and Chen were careful not to leave 
a paper trail of any misdeeds. 

The 2-28 incident, and the months of 
violence that followed it, marks the most 
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explosive chapter of modern Taiwane 
history. Yet it is only one of many yawni 
gaps in the historical record of the islan 
past left by more than four decades of ¿ 
thoritarian rule and academic censorsh 
The calculated effect of the suppressi: 
say dissident scholars, has been collect 
amnesia towards Taiwanese history a 
recognition of a separate Taiwan ident 
has been obscured by heavy doses of Hi 
Chinese nationalism. — 

To implant its own version of the pi 
the KMT has taught several generations 
school children that Taiwan was a m 
sideshow on the vast stage of Chinese ci 
lisation. Students are expected to pay m: 
attention to the history and geography 
China rather than learn about how Taiw 
became what it is today. 

“Taiwan history used to be a tabo 
says US-trained historian Lai Tse-han w 
is a member of Academia Sinica a 


heads the official investigation into | 


1947 uprising. “The KMT was afraid t 
to teach students Taiwanese history woi 
give them a consciousness of Taiw 
independence." 
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Other scholars add that the 
IT has become more open to- 
irds the past because it has 
come more confident about 
? future. Taiwan history is 
w taught at some universi- 
s, though mainly by histori- 
s from mainland China. It is 
ll not part of the curriculum 
grade schools. 
Many anti-KMT intellectuals 
st encountered Taiwanese 
tory while studying in the 
and Japan. Chen Fang-ming 
1 freelance writer and histo- 
n who first discovered Tai- 
n's history in the stacks of 
' East Asian collection at the 
dversity of Washington. 
ere he found such books as 
orge Kerr's Formosa Betrayed, 
'artial eyewitness account of the 1947 
mts which charges the KMT with cor- 
tion and incompetence during its early 
irs on Taiwan. 
Chen's discovery led him to a career of 
iting about topics not in official favour. 
we want to recover our Taiwanese con- 
»usness, we have to research our own 
tory," Chen says. "History should not 
handed down by the government." 
While writers like Chen are breaking 
old taboos and popularising new he- 
s and heroines, there is still much work 
e done before empty spaces in the his- 
cal record are filled. Besides the need 
a balanced narrative of the KMT's own 
», the lacunae include the 50 years of 
anese colonial occupation (1895-1945) 
| the study of social and political move- 


There goes Chiang Kai-shek's picture of 


Taiwan. 
ments on the island since the early Qing 
dynasty (1644-1911). 

Meanwhile, students still must read 
such old-fashioned works as Lien Heng's 
A General History of Taiwan which ap- 
peared in 1920. Favoured by the KMT for 
praising the Han Chinese in civilising Tai- 
wan before the Japanese occupation, Lien's 
account has been widely criticised for its 
emotive nationalism. 

One of the younger generation of histo- 
rians working to break the grip of KMT 
orthodoxy is Japanese-educated Wu Mi- 
cha at Taiwan University. As a stopgap 
measure, Wu has written his own version 
of Lien's book that corrects some of its 
more obvious defects. Wu views Lien's 
ethnocentricity as especially grating in Tai- 
wan since the original islanders are not 





even Chinese, but of Malay 
sian-Polynesian origin. 

But Wu says the prospect: 
are good for more and bette: 
research and writing on Taiwar 
history. Already, he says, there 
are few official obstacles to pro 
ducing good history, except foi 
the availability of archival ma- 
terial. Much documentation has 
been destroyed by the govern- 
ment or otherwise lost. In the 
wake of the 2-28 incident, for 
instance, the government or- 
dered Japanese books on the is- 
land to be burned. 

The issues historians need 
to face, says Wu, include how 
Taiwan came into existence 
and the origins of the struggle 
between advocates of indepen- 
dence vs unification of Taiwan with China. 

One controversial account which at- 
tempts to address these questions is 400 
Years of Taiwan History by the Taiwanese 
socialist Shih Ming, now living in Japan. 
Not highly regarded for its scholarship, 
Shih's leftist interpretation has found a 
hearing among some pro-independence 
groups. 

A more mainstream attempt to bridge 
the historical gaps is a three-year project 
by the publishing division of the Indepen- 
dence Evening Post, Taiwan's oldest inde- 
pendent newspaper. Wu designed the 28- 
volume series and the publishers commis- 
sioned prominent scholars to write on top- 
ics from Taiwan's earliest settlements to the 
present day. The first 10 volumes are due 
out in July. = 


n bricks to window carvings to buddhas. 

Artists have used the “good ole days” to explore what it 
ins to be Taiwanese. Filmmaker Edward Yang likes to talk 
ut the development of Taiwan's independent spirit, and his 
st film, A Brighter Summer Day, charts what he considers the 
esis of this spirit. 

Che four-hour movie is not as nostalgic as the title implies. It 
hard-edged portrayal of the social dislocation among main- 
1 immigrants to Taiwan in the early 1960s, when many real- 
they might never return. Yang, whose family fled Shanghai 
949 when he was two years old, tells the story of his con- 
poraries at Taipei's elite Chien-kuo High School. He 
ws the degeneration of a teenager from an exemplary stu- 
t to a street gang member who ultimately stabs his ex-girl- 
id to death, the first juvenile murder in modern Taiwan. 
jut the message amid the physical and psychological car- 
e is of self-reliance, taking matters into one's own hands and 
1g with the consequences. “The only way I can survive is to 
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does Yang preach that personal and spiritual independence 
should translate into political independence from China. On a 
popular level, Taiwan's cultural awakening is an expression of 
this "independent spirit" — something that already exists and is 
perhaps profound enough that it does not need to be formalised. 

Unlike the political debate, Taiwan's cultural revival does not 
necessarily tug at the mainlander-islander ethnic divide, even 
though there has been an increase in the use of Minnanhua 
(Taiwanese dialect) in the arts. Hsiao conducted a survey in 1991 
showing that in day-to-day issues like making friends, choosing 
a neighbourhood and a job, ethnicity mattered little to Taiwan 
residents. Time has blurred the lines. 

In the same way, Taiwan's nostalgic celebration of its past is 
a movement of benign nativism in which one's Taiwanese-ness 
does not come at the expense of one's Chinese-ness. A few years 
back, restaurants like Papa's Lover would be the exclusive 
domains of independence activists. But owner Wang, whose 
parents fled Shandong province during the communist revo- 
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Taiwan temporised 


A Tragic Beginning: The Taiwan Uprising of 
February 28, 1947 by Lai Tse-han, Ramon H. 
Myers and Wei Wou. Stanford University 
Press. US$32.50. 


In March 1947, Kuomintang (KMT) 
troops based in mainland China were des- 
patched to Taiwan to suppress growing 
opposition to its troubled rule, after a 
quarrel between monopoly bureau agents 
and a street vendor exploded into island- 
wide demonstrations and riots. When the 
smoke cleared several weeks later, an esti- 
mated 10,000 people, an entire generation 
of prominent intellectuals and civic lead- 
ers, lay dead in what came to be known as 
the February 28 Incident. 

2-28, as it is known in Taiwan, instilled 
such fear into the Taiwanese that few 
dared speak of it for the next four decades. 
Because of these fears and KMT efforts to 
wipe the incident from the pages of his- 
tory, 2-28 is still relatively unknown out- 
side Taiwan, and few understand its role 
there since Japan returned the island to 
Chinese rule at the end of World War Il. 

2-28 has been the driving force behind 
the Taiwan independence movement. It 
lies at the heart of the many political and 
social problems that plague Taiwan today, 
and is one reason for continued Taiwanese 
bitterness towards mainlanders. 

A Tragic Beginning is the result of more 
than seven years of collaborative effort by 
Ramon Myers, an American scholar at the 
Hoover Institution, and Wei Wou and Lai 
Tse-han, researchers at the Academia 
Sinica in Taipei. Based on extensive inter- 
views and a thorough study of government 
documents and memoirs, the authors put 
to rest the KMT claim that communists in- 
stigated the uprising by showing that few 
of them were active in Taiwan at the time, 
and played a minor role. 

Second, their research provides new 
insights into Governor-General Chen I, 
long vilified as the dark hand behind the 
bloody crackdown. Chen is described as 
an upright but tragic figure, a victim of cir- 
cumstances he could not control. If their 
assessment is correct, Chen is one of the 
most undeservedly maligned figures of 
modern Chinese history. 

A former Zhejiang militarist and gover- 


the rapid economic deterioration in Taiwan 
and the deep social, cultural and ethnic 
tensions brought on by his misadministra- 
tion. When these tensions boiled over, the 
authors say, an embarrassed Chen initially 
tried to cooperate with Taiwanese leaders 
to settle things peacefully. But as dissident 
demands increased and became more 
radical, and as disturbances spread, Chen 
had no choice but to ask Chiang for mili- 
tary reinforcements. Thus, the govern- 
ment's policy of reconciliation shifted to 
one of repression. 

The authors go to great lengths to dis- 
tance the KMT leadership from direct 
responsibility for the bloodshed. They ar- 
gue that military brutality was due to à 
lack of discipline in the field, not the out- 
come of direct orders from either Chiang 
or Chen. The incident was 
not, they contend, a con- 
test between heroes and 
villains, but merely a 
tragic event. 

Their arguments leave 
many questions unàn- 
swered. Was Chen, a 
former warlord and old 
hand at Chinese politics, 
really unaware of the 
corruption pervading his 
administration, of the 
abuses committed under 
his nose by the military 
and other officials, of the 
growing discontent 
among the islanders, and 
of the abductions and 
executions of leading Taiwanese? 

Surprisingly, the authors fail to discuss 
George Kerr's Formosa Betrayed, the only 
other major English work on the incident. 
While Kerr did not have access to the gov- 
ernment documents studied by the authors 
(his book was published in 1965), he was a 
US consular officer serving in Taipei at the 
time of the uprising, and personally wit- 
nessed some of the carnage. Kerr squarely 
places blame for the trouble on the shoul- 
ders of Chen and the KMT. 

Kerr also argues that Chen had no in- 
tention of cooperating with the Taiwanese, 
and that he temporised until reinforce- 
ments from the mainland could arrive. 
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naged to ignore Kerr's contradicting as: 
tions without explanation. It is also d 
cult to accept their argument that Chi; 
and Chen "could not have been expe 
to control those division and regime 
commanders and officers who rounded 
and shot citizens, secretly disposed of tl 
bodies, and strafed residences and sho] 
The authors confirm that mainland tro 
opened fire indiscriminately in ci 
around the island. Furthermore, they 

that incoming troops had the names 
suspected leaders of the "Uprising," i 
that they rounded up these and other s 
pects, and executed them immediately 
set an example for the public. 

The authors claim that they were 
able to find out who supplied the na 
and who ordered the killings, because 
Taiwan Garrison Command refused 
provide them with access to their fi 
which would supposedly have absol 
the KMT. Furthermore, the two lead 
military figures involved in the supp 
sion, Gen. Ko Yuan-fen, chief of gen 
staff of the Taiwan Gi 
son Command, and € 
Peng Meng-chi, b 
turned down requests 
interviews. 

Even if we accept 
authors’ argument ! 
both Chiang and C 
issued orders to minir 
bloodshed, why did 
ther man punish any 
his subordinates for d 
beying orders? Chen : 
relieved after the cri 
down, but was imm 
ately rewarded with 
governorship of the C 
eralissimo's native ho 
Zhejiang province. W 
communist victory seemed imminent, 
“loyal” Chen reportedly joined the c 
munist side. Unfortunately, his plan 
uncovered by the once-admiring Gent 
issimo, who had him arrested and retur 
to Taiwan in 1949. A military tribi 
found Chen guilty of consorting with 
communists, and on 18 June 1950, dre: 
in a suit and tie, he was executed by c 
ing squad in Taipei. 

Gen. Ko is retired from the military 
now lives in Los Angeles. Gen. P: 
known as the “Butcher of Kaohsiung’ 
his brutal crackdown in that southern 
was later promoted by Chiang to c 
mander-in-chief of the Nationalist forc 
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ty any government or military respon- 
lity, rather than determining who 
uld be held accountable for this mass 
eder. Their failure to name names is 
erstandable, considering the refusal by 
ie key officials to be interviewed and 
he Garrison Command to provide ac- 
to important documents. But this can- 
be construed to mean that there are no 
üns in the February 28 Incident. 


m Paul Mooney 
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els on my Elephant hy Mark Shand. 
than Cape, London. £14.99 (LIS$27.25). 


his is almost as much a love story as a 
el book — the tale of an affair which 
in the moment Mark Shand set eyes 
ara. She was grey skin and bones then, 
ggar gazing through long-lashed eyes. 
r the course of several months and 800 
s on the road, Mark and Tara experi- 
d all the ups and downs, sulks and 
of love, before their sad but inevitable 
ing. It's likely that many readers, too, 
finish the book besotted with Tara. 
it a marvellous elephant she is. 
ind what a fine way to see India. 
ying along, 12 feet up, with just the 
tread of the elephant to disturb the 
| quiet. Never mind the calloused toes 
1 steering, or the heavy thump of the 
hant's ears on the driver's legs. This is 
ily unconventional way of travelling in 
a, with its crowded railways and sti- 
, chaotic cities. The slow, steady pace 
n elephant forces the rider to slow 
n, to accept the rhythm of the Subcon- 
it. 
ike most great journeys, this one be- 
with a whim — to ride an elephant in 
a. And, like most adventurers, Shand 
ibout it with the kind of brash lunacy 
obsessiveness that turns hare-brained 
mes into reality. Fortunately, Shand 
es across as an affable, modest chap, 
though the journey was tough, the 
suggests a good-humoured jaunt 
ar than a feat of rugged endurance. 
he journey was not simply one man 
his elephant. Elephants, as Shand dis- 
red, are complex, hungry creatures. So, 
* was Bhim, the mahout or “elephant 
ar,” and Gokul, the food gatherer to 
' Tara supplied with her daily intake 


Bay of Bengal, site of the Black Pagoda 
with its frieze of 2,000 elephants, their des- 
tination was the Sonepur Mela on the 
banks of the Ganges. There, elephants have 
been sold for centuries at the world's larg- 
est animal fair. 

Shand is keenly aware of the fast-disap- 
pearing lifestyles he witnessed, both those 
of tribal peoples increasingly tempted or 
compelled to work in fac- 
tories or mines, and that 
of McCluskiegunge, the 
Anglo-Indian community 
established in the 1930s 
where the panama hats, 
gardening secateurs and 
elderberry wine will soon 
pass into history. And he 
fears, too, for the tradi- 
tion of the mahout. Each 
year, fewer elephants are 
brought to the Mela, and 
the services, skills and 
traditions of the elephant 
driver become rarer and 
rarer. 

For those tempted 
into that line of work, the book is full of 
little tips, like how to climb onto an el- 
ephant via its trunk or administer an in- 
jection into its expansive rear end. There's 
even a brief glossary of elephant com- 
mands. And for boning up on the tall tales 
that mahouts tell around their camp fires, 
the bibliography lists all sorts of tantalising 
elephant books from as far back as the 17th 
century. 8 Theresa Munford 





Who's Hu now 


Who's Who in Asian and Australasian 
Politics. Bowker-Saur, London. £99 (LIS$180). 


What does one make of a directory of 
potted biographies, definitive titles and 
correct forms of address for Asia's political 
leaders that is full of inconsistencies and 
spelling mistakes and can't even get some 
people's names right? 

This tome has entries, mostly of around 
150 words each, for 3,000 government, 
parliamentary, party and trade union lead- 
ers listed alphabetically in the main section. 
A second section lists the principal office 
holders in each of 37 Asian countries — 
only Macau's omission stands out. 

This section is well designed and, like 
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Is the capital of India really New Dehli 
(sic)? And why, if we are being formal, is 
Queen Elizabeth, head of state of Australia, 
New Zealand, Hongkong and Papua New 
Guinea, styled every time as "Queen of 
Great Britain and Northern Ireland . . ." 
instead of "Queen of the United Kingdom 
of Great Britain . . .”? | 

"Many of the countries in the region 
covered by this book 
7L are not democratic," 
editorialises the preface. 
As the only ostensibly 
democratic countries 
listed are the State of 
Cambodia and Demo- 
cratic Kampuchea, the 
Democratic Republic of 
Afghanistan, the Demo- 
cratic People's Republic 
of Korea, the Lao Peo- 
ple's Democratic Repub- 
lic and the Democratic 
Socialist Republic of Sri 
Lanka, we must assume 
that this reference is to 
the remaining 32. 

The preface also justifies retaining an 
entry for Rajiv Gandhi, only five months 
dead at time of publication, "in recognition 
of the contribution he made to Indian poli- 
tics during his lifetime.” But is Hongkong's 
"Dame Lydia" (sic) Dunn yet to be enno- 
bled? And is Sir Edward Youde (d. 1987) 
still president of Hongkong's Legislative 
Council? 

Not every entry in the main section is 
where it belongs. Xue Shu precedes Xu 
Shijie. Ravi Shankar is listed under R, not 
S. Malaysia's prime minister, Datuk Sesi 
(sic) Dr Mahathir Bin Mohamad, appears 
under B for Bin. So where does one find 
the Sultan of Terengganu, HRH Nahmud 
(sic) Al-Muktafi Billah Shah Ibni AI- 
Marhum Tunku AI Sultan Ismail Nasirud- 
din Shah? This is a trick question; try under 
M for Mahmud. 

Only current office holders are listed, 
and so there is no Imelda Marcos, Dr 
Subroto or Sir Joh Bjelke-Petersen — 
though the latter's wife "Lady Florence" 
(sic) does feature. Kim Jong Il, heir-appa- 
rent to the North Korean throne, does not 
appear, though Kim I] Sung makes up for 
his boy's omission with an impressively 
long entry consisting mainly of honours 
and awards from now-discredited or over- 
turned regimes. 

To be fair, inconsistent presentation of 
entries partly reflects incomplete informa- 
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MARKETS 


The long shadow 


Tokyo stockmarket woes raise fears for 'real' economy 


By Anthony Rowley in Tokyo — wa 


omething resembling shared panic, 
as opposed to consensus, is deve- 
loping among Japanese policy- 
makers about the depressed state 
of the Tokyo stockmarket. Governmental 
and other groups have been set up to 
examine possible ways to rescue stocks — 
a crisis tactic usually associated with de- 
veloping markets. 

Alarm among politicians of the ruling 
Liberal Democratic Party (LDP) and among 
businessmen contrasts sharply with the 
earlier conviction that the collapse of the 
so-called "bubble" economy in stock and 
land prices would not damage the real 
economy. 

But the stockmarket's failure to escape 
from the two-year bear trend, despite 
the ending of the tight monetary 
policy designed to kill asset inflation, 
is being seen as the cause rather than 
the effect of the country's growing 
economic malaise. 

The contrast is stark between the 
US, where Wall Street continues to 
boom amid economic recession, and 
Japan, where the Tokyo Stock Ex- 
change (TSE) continues to slide against 
a background of continued if slowing 
growth. 

Some argue that easier liquidity 
will soon do for the Tokyo market 
what it has done already for New 
York. Nomura Research Institute's 
chief economist, Hirohiko Okumura, 
says that the alarm is being overdone 
and that increases in money supply 
already in train will produce a turn- 
around in Japan's economy by mid- 
year. The stockmarket will then re- 
cover. 

But this is very much a minority 
view. Shizuka Kamei, head of a spe- 
cial economic project team set up by the 
LDP, argues that the stockmarket holds the 





broiling the LDP. But some believe that the 
financial sector is facing an even bigger cri- 
sis than the political establishment. 

It is not just the fact that the Nikkei-225 
stock average has fallen so far for so long 
below its 1989 peak that is causing anxiety 
among politicians, bureaucrats and busi- 
nessmen. It is a fear that the market will 
soon plunge below the 20,000 level, at 
which point further massive selling could 
be triggered and the financial system could 
begin to tremble. 

Potential liabilities of around ¥95 tril- 
lion (US$630 billion) could crystallise in the 
shape of warrant and convertible bonds, 
investment trusts, tokkin funds and other 
instruments. This is equal to 25% of the 
total capitalisation of the TSE, a market 
which has already shed 45% of its capitali- 
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sation since the end of 1989. 
Against this background, the LDP’s 


current cost of money. 

Various other options being consic 
include allowing companies to buy 
own shares so that, as Kamei puts it, ' 
company could be responsible for its 
share price." Another is boosting the 
average dividend payout ratio of TSE-] 
companies so that yields become mo) 
tractive to investors. 

This is aimed partly at wooing ba 
equities the band of Japanese indiv; 
investors whose share of total stock : 
ership has halved in the past 20 years 
whose numbers have reportedly sh 
rapidly as a result of recent stockm. 
scandals. Insurance companies have 
lured back into the market with hi 
yields, especially to buy the shares of 
tal-strapped Japanese banks. 

The LDP is also anxious to pl 
the thousands of individual inve 
who have bought roughly one 
of the issued stock of telecommu 
tions utility Nippon Telephor 
Telegraph (NTT). The share pric 
plunged dramatically below the 
million-a-share price at which ar 
tranche was marketed in 1988. 
ther privatisation of NTT and : 
government-controlled stock 
needed to boost the fiscal- 
budget. 

Other reforms including redi 
transfer taxes on shares are being 
sidered, together with a lifting 
ban on brokers trading on their 
accounts in the cash market. T] 
partly to counter selling order 
arbitragers from the Tokyo stoc 
dex futures market. The autho 
are investigating whether trading 
umes on the futures market ar: 
pressing the cash market. 

The problems of the stockm 
generally are the subject of sep 
studies by the Ministry of Finance, tł 
pan Securities Dealers Association an 
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If it breaches 20,000, Japanese banks will 

the first victims. Brian Waterhouse of 
oker James Capel in Tokyo says that at 
is point most banks (except trust banks) 
ll fall below the 8% capital-to-asset ratio 
indated by the Bank for International 
ttlements (BIS). 

Major city banks and specialised banks 
ve already sold off many interbank as- 
s in overseas markets. They have also 
t back sharply on lending in Asian syn- 
cated loan markets as well as on loans in 
oth America and Europe. For the mo- 
nt, this has stabilised 
"ir BIS ratios at around 


The LDP fears that do- 
əstic lending will be 
xt to feel the pinch. "If 
are prices come down, 
e banks] will have to 
luce assets even fur- 
er and that will be a 
oblem," says Mikuni. 
' foresees the possibi- 
/ of banks "calling in" 
ins as well as declining 
extend new ones. 
mei argues similarly 
at “banks will be 
‘ced to restrain lending 
cause the value of the 
ks and land they own 
s decreased." 
This could make it 
possible for Japan to 
deve its official fore- 
it of 3.5% economic growth in fiscal 1992 
arting on 1 April) and could also dam- 
2 the LDP’s already tarnished prospects 
the mid-year elections to the upper 
use of parliament. 
Figures issued on 14 February by the 
nk of Japan (BO show that the growth 
total lending by city (commercial), long- 
m credit, trust and other banks grew by 
ly 4.2% in January, the smallest rise on 
ord. The central bank insists that this is 
'ause businessmen expect interest rates 
fall further. 
Apart from the perceived threat to bank 
ding, low stock prices threaten to inflict 
re direct damage on business activity 
i on the economy. 
Around US$20 billion of warrant bonds 
1ed at negligible cost during the Tokyo 
] market are due for redemption this 
ir, followed by US$60 billion worth in 
13. Most warrants are now “out of the 
ney" and unlikely to be exercised un- 


e tho MibLkoi.209R rarnware ta ovd 


sell assets such as land in order to avoid 
further borrowing. 

NRI's Okumura claims there is no real 
problem. Big companies (those with capi- 
tal above ¥1 billion) saved around ¥32 tril- 
lion of the Y55 trillion they raised through 
the stockmarket between 1986 and 1989, 
he says. Compared with this, the roughly 
¥10 trillion of warrant bonds falling due 
between now and the end of 1993 looks 
manageable. 

Other analysts point to the fact that 
Japanese business as a whole invested an 


cutting lending. 

Such arguments are for the present ob 
scured by the heavy weight of potentia 
selling overhanging the stockmarket 
Apart from the warrant bonds, there an 
about ¥15 trillion of convertible bonds out 
standing, though a more immediate threa 
is some ¥30 trillion of so-called tokkin (o 
trust fund) assets. 

Managed by investment advisory com 
panies as a vehicle through which Japan 
ese companies trade stocks outside thei 
long-term strategic holdings, tokkin fund: 


Coming down the mountain 


— | Total net outstanding: 
US$121.6 billion as Si Jan. '92 





aggregate of no less than Y435 trillion be- 
tween fiscal 1986 and 1990. They argue that 
even if cash reserves are sufficient to refi- 
nance existing debts, they are not big 
enough to finance capital investment. With 
equity and bond issues now much more 
expensive and average corporate profits set 
to decline by around 15% in the fiscal year 
to 31 March, private capital spending is al- 
ready growing more slowly. 

Land prices in major cities have de- 
clined by 259; over the past year and, ac- 
cording to Okumura, will probably fall by 
30% overall before asset deflation runs its 
course. This means that selling land is a 
much less attractive option for companies 
seeking to raise funds. 

Okumura says that even a 1% increase 
in private capital spending in fiscal 1992 — 
annual rates averaged 8% in the 1980s — 
will be sufficient to support the official 
forecast for economic growth. Planned in- 
creases in public spending will take care of 


tha rast 


Non-financial compar 
Individuals — 
Foreigners 
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were at the centre of the recent broker com: 
pensation scandal. In effect, tokkin fund: 
guarantee a rate of return for certain cli- 
ents. Apart from being discredited on this 
score, many of the tokkin funds are due tc 
expire this year at prices below their sub- 
scription value. 

Peter Tasker at Kleinwort Benson says 
that the scale of the potential impact ol 
tokkin sales on the stockmarket "can 
hardly be underestimated.” Up to 40% of 
their total assets are in equities and latent 
losses are equivalent to around one third 
of total profits of companies listed on the 
TSE first section. 

Then there is some Y30 trillion of Ja- 
panese investment trusts overhanging the 
market, according to Jason James at James 
Capel. Many trusts were due to expire in 
December but their life was extended by 
several years. Nevertheless, continuing 
heavy redemptions can be expected if the 
stockmarket fails to recover. 
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Hotel Indonesia 


-has the key 
to keeping 
its guests 
.. well 
informed. 


As one of Asia's leading hotels, 
Hotel Indonesia 
understands that the frequent 
business traveller. needs to keep 
in touch with what's going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 
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By Murray Hiebert in Ho Chi Minh City 

wo foreign-exchange centres that 
have opened in Ho Chi Minh City 
and Hanoi in the past six months 
represent Vietnam's first attempts at es- 
tablishing a fully fledged currency market. 
The centres already appear to be diverting 
significant amounts of cash from the 
blackmarket. 

In the days when the communist party 
still believed it was marching Vietnam to- 
wards socialism, the State Bank of Vietnam, 
the central bank, arbitrarily set the ex- 
change rate, often at only a fraction of the 
price on the blackmarket. But as the gov- 
ernment has taken steps towards a free- 
market economy, the country's banks have 
largely followed (though not copied) the 
rate on the blackmarket since 1989. 

Now official rates are being set by the 
new foreign-exchange centres, which 
opened in Ho Chi Minh City in August 
last year and in Hanoi in November. The 
centres, which are administered by the 
central bank, also give customers a more 
efficient service. In the past, companies 
needing hard currency faced delays and 
stiff commissions when they tried to buy 
foreign exchange from Vietcombank, the 





| country's foreign-trade bank. 


By the end of January, the forex centre 


; in Ho Chi Minh City had 62 members, who 
| traded a daily average of US$800,000- 
| 1 million two days a week, up from 
, US$300-500,000 last August, according to 
| deputy director Nguyen Trong Ngo. 
_ Members pay an annual fee of US$200 and 
| à service charge of 0.01% per transaction 
| for buying hard currency. The Hanoi cen- 
|, tre has 67 members who trade an average 
; of US$300,000 once a week. 


The volume traded at the centres has 


| increased since the government in October 
| ordered a sharp cut in imports and told 
| companies to settle their debts in dong in- 
| stead of US dollars. But economists esti- 
, mate that all but 5-10% of Vietnam’s for- 
| eign-currency needs are still transacted 
| through the blackmarket. As a result, the 
_ official rates still do not reflect the actual 






Vietnam moves closer to genuine currency market 


forex centre is quoting a rate of Do 
11,500:US$1 against a blackmarket rate 
Dong 11,900. 

One of the problems is that the cent 
bank opened membership of the centres 
banks and a select group of compani 
“The centres have become privileg 
places for privileged companies who | 
hard currency at prices lower than otl 
companies," a banker complains. 

Another problem is that the cent 
bank lacks the tools to intervene in | 
market to control wild exchange-r 
fluctuations. "The centres are an embr 
an experiment," a foreign banker says. "1 
the dong isn't convertible, and the St 
Bank doesn't have enough hard-c 
rency reserves, so they really can't w« 
yet." : 
When the Ho.Chi Minh City cen 


Steady increase in trading since August. 


opened, the dong was in a free-fall beca: 
of a shortage of foreign exchange to ] 
for the country's imports and smugg 
goods. The currency dropped to Dc 
14,700:US$1 in December from Dong 9, 
in August. 

In an attempt to slow the dong's | 
the central bank sold a tonne of gold : 
large quantities of hard currency in the 
weeks of 1991. In addition, there wa 
desperate shortage of dong just before 
beginning of the Lunar New Year in e 
February, when economic units were - 
ing to pay year-end salaries and bonu: 
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ash in delivery 


‘ustodial banking comes of age in Asia 


Jonathan Friedland in Hongkong 


7 or a handful of banks in Asia, one of 
their most unglamorous functions 
- has become a highly profitable, es- 
itial business line. The explosive growth 
regional stockmarkets has made the cus- 
lial handling of securities an increasingly 
portant part of the revenue picture for 
mgkong & Shanghai Banking Corp., 
ticorp, Chase Manhattan Bank and 
indard Chartered Bank. 
For Hongkong Bank, which says it has 
' most extensive custodial presence in 
' region, this work contributed "substan- 
lly in excess of 5% of gross profit last 
ar,” says Sandy Flockhart, manager of 
up securities services. 
Chase Manhattan, a major global custo- 
in that is putting on its biggest expan- 
n effort in Asia, tallied 8% of its 1991 
jss profit from custodial operations. 
ese operations account for similar por- 
ns of earnings at Citicorp and Standard 
artered. 
The four banks have pulled ahead of a 
-k of about 20 banks both in terms of 
'estment in personnel and technology 
1 in the expense and aggressiveness of 
ir marketing efforts. They are in tough 
npetition in all of Asia’s main markets 
‘ept Japan, where Bank of Tokyo and 
j Bank compete mainly with Chase 
inhattan and Citicorp for foreign institu- 
nal clients. 
"The basic rule of thumb is that if you 
ve a dominant position in a market, you 
ke super-normal profits," says Harish 
‘i, business manager of Citicorp's Asia- 
tific securities services. “If you do not 
nage to stay at or near the top, you lose 
mey.” 
That may explain why at least two and 
netimes three of the contenders say they 
ninate in a given country and bandy 
ut unverifiable statistics to support their 
es. All say they have superior informa- 
1 technology and service. All pinch each 
er's staff and send in squads of helpers 
en the trading volume surges in a spe- 
c stockmarket. 
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ger Asian custodians are plying their trade. 
All are rushing to open offices in India, 
South Korea, Taiwan, Sri Lanka, Pakistan 
and China, which recently have either 
opened to foreign investment or have 
drawn international attention. Mongolia, 
Nepal and Vietnam are tipped to be the 
next destinations. 

Custodial banking basically involves the 
handling and tracking of securities and 
cash on behalf of clients, usually large in- 
stitutional investors. Some banks such as 
Citicorp, Boston-based State Street Trust 
and Bermuda Trust do this business on a 
global basis, while Hongkong Bank and 
Standard Chartered's Equitor Group hew 
to the more modest goal of holding their 
own in the region. 

Banks enjoy the custody game because 


in the bag 


it offers a steady, safe source of fee income 
that does not require any commitment of 
risk capital. It also provides the underlying 
cost rationale for the construction of big 
information networks that allow them to 
market services such as securities lending 
and foreign-exchange trading. Further, it is 
expensive for big investors to change cus- 
todians, so unless there are major prob- 
lems they tend to be captive clients. 

Asia is a main target for the custodial 
banks for one obvious reason. The region's 
equity markets are pacing the rest of the 
world and are expected to continue doing 


so. "The annual growth rate in the custody 
fasi Ti AIT :- &2— —-9 


dina aA aus machen i me S n E 





tomers, institutional investors from Europ 
and North America, are placing eve 
greater sums of capital in the region. A 
the same time, investment decision-mak 
ing is devolving to branch offices in Hong 
kong, Tokyo and Singapore; they in tun 
are looking further afield to markets sucl 
as Colombo and Seoul. This makes it easie 
for a custodian such as Hongkong Bank 
which claims supremacy in Colombo, t 
win business. 

The second trend is the growth of insti 
tutional investment originating in Asia 
Private pension funds are growing ii 
number as well as size throughout the re 
gion. Insurance companies are collecting 
ever larger pools of capital as disposabk 
incomes rise, and unit trusts have sprunj 
up from Pakistan to the Philippines. All o 
these constitute a motherlode of potentia 
business for custodians. 

There is also the supply side. Interna 
tional banks have à competitive edge be 
cause their share-handling expertise 
branch networks and commitment to in 
formation technology far outweigh those 
of local banks. Custodial bankers say thei) 
goal in the region is to let fund manager: 
concentrate on their jobs instead of worry: 
ing about settlement and clearing issues 
"User perception and desire is increasingly 
driven by how well markets like Hong. 
kong and Singapore work," Chase Man: 
hattan's Hockley says. "They are looking 
to us to be the great normaliser” in less- 
developed markets. 

That is perhaps why, for the time being, 
custodial fees are holding up in the region 
despite the avid competition. Fund man- 
agers say they recognise that the price ol 
solving the numerous registration, clearing 
and settlement problems faced routinely in 
emerging markets is not cheap. 

"The new markets, which are sort of 
immature, are the most difficult for us, but 
they are also the most lucrative," says 
David Ashman, the architect of Standard 
Chartered Equitor Group's custodial-ser- 
vices drive. “We feel these markets will 
compensate for a drop-off of fees in the 
more sophisticated markets." 

On big global accounts, custodial fees 
have been falling steadily, to about 10 basis 
points from 25 points in the past year or 
so. This fee covers safe-keeping, daily 
transaction costs and monthly reporting 
fees. In the biggest markets, fees are dro 
ping to the higher end of that scale for ac- 
counts in the US$50-100 million range. 

For the time being, however, "service 






'ROJECTS 





whiff of scandal 


Dispute delays Bangladesh fertiliser project 


I) isagreements between the Bangla- 


deshi authorities and foreign in- 
vestors threaten to derail the 
ountry’s largest foreign-invested project, 
US$456 million ammonia and urea plant. 
The factory, which is being built about 
65 km southeast of Dhaka by Karnaphuli 
ertiliser Co. (Kafco), has become highly 
ontroversial. Critics are claiming the cost 
vas inflated by corrupt deals between of- 
icials in the government of deposed 
trongman Hussain Mohammad Ershad 
nd foreign parties. Dhaka and the foreign 
yartners are meanwhile at odds over fi- 
iancing terms and raw-material costs. 
The democratically elected government 
f Prime Minister Khaleda Zia, which took 


ower last year, is sensitive to charges that - 


ier government is being taken advantage 
f by foreign interests. As a result, Indus- 
ries Minister Shamsul Islam Khan prom- 
sed parliament in January that the project 
vould be implemented "only if the foreign 
hareholders agree to change the anti-na- 
ional provisions." | 

The foreign partners subsequently con- 
eded to Bangladeshi demands on several 
lisputed points in the original contract. 
(hey, together with their governments and 
he World Bank, are pressing Dhaka to 
xroceed with the project. 

' The immediate sticking point has been 
Jhaka's reluctance to issue a letter of gua- 
antee for the US$190 million in export 
Tedits from official Japanese and Euro- 
vean agencies. 

Informed sources told the REVIEW that 
he Japanese Government has indicated 
hat any delay beyond March could force 
he cancellation of Tokyo's official loans for 
xther projects in Bangladesh. These are said 
o include the Chittagong airport develop- 
nent project and the previously expected 
apanese commitment of some US$200 
million towards the US$550 million 
[amuna bridge 90 km north of Dhaka. Fi- 
nance for the bridge was recently approved 
oy the World Bank. 

The World Bank asked the Bangladeshi 





Members of a Japanese economic mis- 
sion to Bangladesh in September under- 
lined the point by telling officials that the 
delay in issuing the letter of guarantee 
would hinder the flow of Japanese invest- 
ment into the country. The mission's 
deputy leader, Masao Sawaki, an adviser 
to the Tokyo Chamber of Commerce and 
Industry, told Finance Minister Saifur 
Rahman that the delay would have serious 
effects on Bangladesh’s industrial develop- 
ment. 

Rahman responded, however, that his 
government “could not endorse any ir- 
regularities of the past regime.” A highly 
placed source told the REVIEW that local 
and foreign promoters of the project had 
engaged in improper deals for their mu- 
tual benefit. But in the absence of sufficient 
evidence about the alleged corrupt actions, 
the government has not been able to use 
this issue explicitly as a reason for aban- 
doning the project. 

The project was proposed in 1981 but 
then dropped. Planning resumed in 1985, 
though final contracts were not signed 
until 1990. Construction began late that 
year, and work is about half complete, ac- 
cording to a company spokesman. The 


plant is to produce 165,000 tonnes a year 






ammonia and 570,000 tonnes of urea, wi 
the output intended entirely for expo 
Project backers say the facility will ea 
US$110 million a year . 

The Karnaphuli fertiliser plant is to be 
44:56 joint venture between Banglades 
and foreign interests, with the total cost 
the project being provided by US$125 ir 
lion in equity funds, US$190 million in « 
port credits, and up to US$141 million 
commercial loans. On the equity side, sta 
owned Bangladesh Chemical Industri 
Corp. contributed US$37 million. A furtk 
US$13 million came from soft loans to t 
government from two Danish develc 
ment funds, plus US$5 million from t 
public Bangladesh Shilpa Bank. This li 
portion is to be offered to local private : 
vestors later on. 

The largest foreign shareholder in t 
joint-venture company is Kafco Japan. H 
of the 29% share held by this entity — cc 
ing US$36 million — belongs to the Jap: 
ese Overseas Economic Cooperation Fu 
(Tokyo's chief disburser of soft loan 
while the other half is split evenly betwe 
Chiyoda and Marubeni. The second-larg 
foreign shareholder is Danish machine 
supplier Haldor Topsoe (19%), w: 
smaller shares hold by the British Gove 
ment's Commonwealth Developme 
Corp. (cpc), Netherlands-based Star 
carbon and others. | 

Export credits valued at US$140 milli 
are to be supplied by the Japanese Expc 
Import Bank, US$30 million from the I 
manian Export-Import Bank and USS 
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llion from the Italian Export-Import 
nk. Citibank has granted a US$100 mil- 
n loan, while the CDC provided a further 
$15 million. Kafco officials say up to 
$26 million in additional commercial 
ids will be obtained if necessary. 
A number of issues have aroused na- 
nalist passions in Dhaka and made it 
ficult for the authorities to accede to for- 
n demands for issuing the letter of 
rantee. Chief among these is the pric- 
, agreement for the natural-gas feedstock 
the plant, which is to come from nearby 
shore gas fields. In the original contract, 
ireholders promised to pay a minimum 
75 US cents per 1,000 ft? of gas. This is 
low by half, say the project's oppo- 
its, and could mean that state-owned 
<chrabad Gas Supplies Ltd (BGSL) would 
effectively subsidising the project. 
In addition, a clause in the contract al- 
ring Kafco to defer all payments to BGSL 
three and a half years would put an 
'lerable burden on the gas supplier, ac- 
ding to the critics. 
Another sore point is that the govern- 
nt is being asked to guarantee the entire 
5190 million in export credits. This is 
of proportion with Dhaka's 44% equity 
re in the project, opponents charge. 
at's more, the foreign-currency pro- 
ds from fertiliser sales are to be placed 
in escrow account in Singapore, with 
t priority to repayment of loans and 
essary operating funds for the plant. 
A committee ordered by Khaleda's 
inet to prepare a report giving the gov- 
ment's views on the project described it 


According to the Gatt authors, gov- 
nents and environmentalists opposed 
he export of tropical timber have a 
ecially unconvincing case for trade re- 
ints." Such action would do nothing 
"urb deforestation, as log and pro- 
ed timber account for less 
1 1% of the trees felled in developing 
atries. Forests are usually denuded by 
and for fuel or tillable land. 

‘he Gatt argues that a more effective 
'onse to deforestation would be to 
mote employment and income 
vth in rural communities, for exam- 
through economic reform at home 
access to markets abroad. It calls for 
ntives to be offered to nations ac- 
d of ecological abuse, with aid and 
nology transfers being more desirable 
. import bans or tariff walls. 
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Gloomy prospects 


Urea price 


as “very risky” unless the financing was 
restructured. The report said the high cost 
of building the plant is “due to the tied 
nature of procurement of machinery and 
equipment etc. for the project.” It also 
pointed out that the selection of suppliers 
for the plant and machinery, as well as the 
engineering and construction work, was 
not done through international tender. 
Chiyoda and Haldor Topsoe were se- 
lected as the general contractor and chief 
equipment supplier, respectively. As a 
result, each company would be guaranteed 
a tidy profit from the construction of the 
plant, even if the venture is not viable. 
Marubeni would be one of two agents to 
handle sales of the plant's output (along 
with Swiss-based Transammonia Corp.). 


are generated in industrial nations, the 
Gatt says the onus should be on these 
countries to provide the solutions to glo- 
bal warming. 

The Gatt authors denounce the unilat- 
eral use of trade measures to dictate 
changes in the environmental policies of 
other nations: "Countries are not clones 
of one another, and will not wish to be- 
come so — certainly not under the threat 
of unilateral trade measures." 

Restrictions on the import of products 
solely because of different environmental 
standards between countries will not be 
permitted by the Gatt. The study points 
to a recent Gatt ruling against a US deci- 
sion to ban imports of Mexican yellowfin 
tuna because the fishing methods used 
led to the killing of dolphins. 

"If governments suspend the trading 
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The fundamental viability of the pro 
ject has also been questioned. Critics poin: 


out that urea and ammonia prices have 


been dropping since early 1991, a trenc 
that is widely expected to continue a! 
least through this year and probably be 
yond. 

Such doubts have plagued Kafco from 
the start. International Finance Corp., the 
private-sector financing arm of the World 
Bank, had been one of the original spon- 
sors. But it backed out in 1986 because of 
depressed market conditions and questions 
about the high cost of the plant. 

In response to Dhaka's complaints 
about the contract terms, the foreign part- 
ners in January informed the Finance Min- 
istry of their willingness to make conces- 
sions on disputed points. These included 
an offer to guarantee to pay a minimum 
average gas price of US$1 per 1,000 ft, 
compared with the original floor price of 
75 US cents. 

Also, the minimum gas price would be 
renegotiated after 10 years, rather than 20 
as in the original agreement. The gov- 
ernment would then be compensated for 
any losses sustained by Bangladesh 
Chemical Industry Corp. stemming from 
the gap between what it paid BGSL for the 
gas feedstock and the price paid by Kafco. 
The projected losses would be further re- 
duced with the foreign shareholders' 
pledge to "make their best efforts" to re- 
place the originally stipulated three-and-a- 
half-year deferred-payment scheme with 
an ordinary loan from a local bank after 
one year. 

Another was to give Dhaka greater 
control over Kafco. This was to be accom- 
plished by allowing the government to 
name a majority of directors to the board. 
Furthermore, the government would be 
entitled to demand an independent audit 
of the operation of the Singapore escrow 
account into which the venture's earnings 
are to be deposited. 

And finally, the foreign shareholders 
promised to assist Bangladeshi authorities 
to raise the necessary financing for im- 
provements to the country's gas fields. 
Experts have said it will be necessary to 
drill new wells in the Titas fields and to 
build an additional pipeline connecting 
Titas to the nearby Bhakrabad field, in or- 
der for the supply of gas to be sufficient 
for Kafco's needs. 

Dhaka has yet to respond to Kafco's lat- 
est communication. While the foreign side 
appears to have yielded to a substantial 
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In the pink 


Thailand's orchid exports blossom 


By Paul Handley in Bangkok 
he resourceful Thais have become 
i Southeast Asia’s leading orchid 
growers, exporting an estimated 
US$80 million worth of flowers (most of 
which were orchids) last year and selling 
locally about another US$40 million. Now 
Thailand is penetrating Hawaii's tradi- 
tional orchid market, the continental US. 

The success of Thailand's orchid grow- 
ers has also yielded an export offshoot: 
tiny, young plants grown from tissue cul- 
tures. The business was originally deve- 
loped to help clone young plants in bulk 
for orchid growers, but Thai laboratories 
are supplying clones to foreign growers of 
flowers, vegetables and fruit trees. The 
opening soon of a tissue-culture joint ven- 
ture involving Japan's Minebea group is 
likely to make Thailand the world's largest 
cloner of plants. 

Thailand began to export orchids in the 
1950s, but the business did not really 
bloom until the mid-1980s as farms multi- 
plied in the provinces around Bangkok. 
The central plains of Thailand offer an ideal 
climate for the most popularly traded ge- 
nus of tropical orchid, Dendrobium. Or- 
chid rival Singapore can also grow 
Dendrobium, but the island's wetter cli- 
mate makes it more suitable for producing 
other orchid types. 

Dendrobiums are a sought-after variety 
for a number of reasons. Hybrids from this 





genus have produced 
seedlings which pro- 
duce flowers within 
one year. Other types 
take up to three years 
to flower. Dendro- 
bium hybrids also 
produce orchid sprays 
rapidly — some more 
than 30 a year. Many 
other types of orchid 
can only produce two 
to three sprays annu- 
ally. What is more, the 
sprays have a vase life 
of up to a month, un- 
like, say, roses which 
tend to wilt after only 
a few days. 

An added attrac- 
tion to growers is that 
Dendrobium hybrids 
flower for most of the 
year, a rare feat that 
allows Thailand to keep up a steady sup- 
ply of flowers. Other popular types of or- 
chid, such as Phalenopsis and Oncidium, 
have more limited growing seasons. 

These advantages have helped Thailand 
become the bulk producer of tropical or- 
chids. Thai Dendrobiums, especially in 
shades of pink and purple, are a favourite 
in Japan, the biggest orchid market. The 
Japanese buy nearly half of all Thai exports, 
20-25% go to Europe and 15-20% to the 





Developing new orchid hybrids. 


US. In Japan and Europe, says the Mini: 
of Agriculture's flower division head O 
Pituck, ^we have no real competitor." 

Official statistics show a strong gro 
for orchid exports in recent years, despi 
decline in export prices for the main ty 
of orchids. Total flower exports, accord 
to the ministry, grew to Baht 750 mill 
(US$30 million) | 
year from Baht - 
million in 1987. (M 
than 90% of the fl 
ers exported were 
chids.) The true fig 
though, is said to 
about Baht 2 billior 

Export gros 
would be even fast 
not for a shortage 
air-freight space. 1 
has meant that T 
exporters have o 
been able to meet 7 
of the orders they 
ceive. One firm, Tr 
cal Flora, has had tc 
its orchids to Japan 
Jakarta. 

Despite the ini 
lity to meet ord 
prices have fal 
Over the past tł 
years, the local s 
price for a popular pink Sonia Dendrob 
fell from Baht 5-6 to Baht 2-3, says Pong 
Thongrubkaew, deputy managing dire 
of Bangkok Flowers Centre Co. Des 
this, some growers are still making a pr 
says Pongsak. But a number of farn 
have taken advantage of rising prop 
prices by selling their land. 

A reduction in the number of gro 
may help to support orchid prices. 
there is a long-term problem facing ` 
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Both countries count Japan as roughly half of their export mai 
ket; the second-biggest market for Singapore is Australia. I 


s l . 

Southern rival 

— Singapore is a big player in the world's orchid trade, despite its 
to triple last year's earnings of $$23 million (US$13 

. million) by 1995. This, officials say, will be achieved by coordi- 

[wing the work of university laboratories, the island's botani- 

. cal gardens and commercial orchid growers. 

m government to have 300 ha under orchid culti- 

vation by 1995, by developing what it calls “agro-tech estates," 

agri s version of industrial parks. This is likely to be 

matched by another 300 ha on the nearby Indonesian island of 

Bulan, where Singapore orchid growers already have 100 ha 


-—LLLIa 4 AXE eek 


order to compete with growers in Thailand, Hawaii, Lati 
America and Australia, Singapore has to breed new flowe 
varieties that carry a higher value-added than orchids sold i 
bulk. 


This is a time-consuming process, because it often take 
three years for new varieties to flower. To speed up the prc 
cess, the Singapore Government is coordinating work by th 
National University of Singapore, the Singapore Botanic 
Gardens, growers and others to develop new commercial hy 
brids more methodically. 

Another recent development is the setting up of an orchi 
registry by the botanical garden to record new hybrids bred i 
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»wers: the need to develop new hybrids 
boost value-added. "Flowers are the 
ne as other fashion goods — you always 
ed new varieties," said Pongsak. The 
ry is that Japanese consumers might 
some bored with the standard pink and 
1k-purple orchids that currently domi- 
ted Thai exports. 
Olan recalls that six years ago, the 
ünstay variety was the purple Madame 
mpadour Dendrobium. When custom- 
' tastes changed, many producers rely- 
; on the variety saw prices slump. The 
illenge is greater now, Olan says. Labour 
larder to find, costs of chemicals are ris- 
, and the industry is threatened by water 
lution from nearby manufacturers. 
Breeding new commercial varieties is a 
«y business. Once a suitable orchid is 
nd, it can take up to three years to sup- 
the market in bulk quantities. Cloning 
ough tissue culture speeds up the pro- 
s, but it still takes time. In the past, new 
es of plants have pro- 
:ed flowers after two to 
ee years but customers 
re not interested. Some 
i farmers are switch- 
to Mokkara and Alan- 
orchids which are less 
‘ductive than Dendro- 
m, but fetch higher 
eS. 
Despite the growth of 
ssue-culture industry, 
re work needs to be 
ie in developing new 
hid hybrids. Olan ar- 
s that the government 
not do everything; 
re is a better chance of 
ung up with a winning 
v variety, he says, if all 
growers work on it to- 
Yer. 
Another challenge is 
development of new 
‘kets and fending off competitors. The 
nese market is virtually saturated, says 
exporter. So more effort is being made 
oost demand elsewhere. Promotion in 
ope will receive attention later this year 
'n a Thai delegation attends an interna- 
al flower fair in the Netherlands. 
[he US is a relatively untapped market 
tropical orchids. Now Thai exports 
e taken the lead in US orchid consump- 
, by one estimate rising to about 75% of 
total market, but this is still only 1.5% 
tal US flower imports. 





Preparing orchid tissue culture. 
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Copied to perfection 


Cloning accelerates breeding process 


hai growers initially began breed- 

| ing plants by tissue culture to meet 

the needs of the orchid industry. 

But the breeding method has now become 

a profitable business in its own right. Inter- 

national plant breeders are sending more 

and more plants to Thailand where they 

are cloned into thousands of perfectly 

identical plantlets and then returned to the 
customer for planting. 

As a result, Thailand now claims to 
have the world's largest tissue-culture 
industry. It will grow even bigger soon 
when a joint venture between a local 
orchid exporter and Ja- 
pan's Minebea, an elec- 
tronics and bearings 
manufacturer, opens the 
world's largest tissue-cul- 
ture laboratory north of 
Bangkok. 

Tissue culture involves 
taking a group of cells 
from a piece of plant and 
immersing it in a chemi- 
cal solution. This stimu- 
lates the cells to reproduce 
into something resem- 
bling the protocorm of a 
seed which grows into a 
plantlet — tissue culture's 
version of a seedling. 

Cloning has a number 
of advantages over seed 
reproduction. One is uni- 
formity: the clones should 
be identical to the mother 
plant. That allows a farm 
to reproduce accurately its best plants — 
that is, the ones that are the most prolific, 
the most disease-resistant and the most 
attractive. 

Another advantage of cloning is that it 
accelerates the process from the repro- 
duction stage to the mature plant. This is 
extremely useful for orchids, whose seeds 
are difficult to deal with. Indeed, it can 
take three years to produce a flowering 
plant by conventional germination. Tissue 
culture can halve the time it takes to do 
this. 
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Until Minebea's venture opens, th« 
largest laboratory in the world is one rur 
by Supa Orchids, which has 60 lamina-flow 
boxes. Managing director Pansook 
Sripolcharoen says Supa can produce more 
than 10 million plantlets a year if workers 
put in a lot of overtime. Supa takes a pro- 
totype plant from the grower and repro- 
duces it into thousands of plantlets, 
charging Baht 2.50 apiece. 

This means that the firm's turnover is 
roughly US$1 million a year. About 60% of 
Supa's orchid output is exported, some di- 
rectly to customers and some via Thai 
breeder-growers who sell on to foreign 
buyers. 

Pansook says Thai workers have a 
better temperament for working with the 
growing plantlets. But it is clear, too, that 
demand from the country's big orchid in- 
dustry as well as cheap labour are major 
factors in Thailand's success. The average 
Thai price of Baht 2 per plantlet is well 
below the Baht 8-9 prices charged by 
Taiwanese and Japanese laboratories. Thai 
prices have hardly risen in the past 10 
years, despite the fact that the cost of the 
chemicals used has sharply increased. 
Yet the Thai cloning laboratories say they 
continue to make a profit from the busi- 
ness. 

Now, the Thais are applying tissue-cul- 
ture techniques to other plants, in anticipa- 
tion of a shift by agribusinesses around the 
world in favour of this method of plant 
reproduction. Orchid exporter Bangkok 
Flowers Centre, with about 30 lamina-flow 
boxes, is cloning asparagus, jackfruit, 
antherium flowers and decorative ferns for 
Thai and foreign customers. 

Minebea Thai Agroindustry Co., the 
joint venture between Minebea and orchid 
exporter Tropical Flora Co., will have 100 
lamina-flow boxes. Orchids will only be a 
small part of the new lab's output, says 
Tropical Flora's general manager, Anek 
Chaiapichitphaibul. The laboratory will be 
cloning many types of flora, including 
ginger root, strawberries, ornamental 
plants and eucalyptus trees. About 80% of 
the output will be exported. 
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POLICIES 


Signal failure 


Taiwan confuses investors 


By Julian Baum in Taipei 


decision by Taiwan's Central Bank 
A of China to halt temporarily the in- 

flow of foreign investment capital 
has frustrated international fund managers 
and raised questions about the bank's for- 
eign-exchange policy. 

Central Bank officials, who have con- 
firmed the decision in off-the-record meet- 
ings but not publicly, claim that the inward 
remittance of funds into Taiwan by foreign 
institutions has been the main source of 
upward pressure on the New Taiwan dol- 
lar since early this year. 

"The internationalisation of the stock- 
market cannot be allowed to disturb the 
currency rate and the stability of financial 
markets," Central Bank vice-governor Yu 
Chen said recently, according to the Eco- 
nomic Daily. 

The New Taiwan dollar has strength- 
ened more than 7% against the US cur- 
rency in the past six months, including a 


by halting inflows 


3% appreciation during the month of Janu- 
ary. The Central Bank is now trying to sta- 
bilise the local unit at its current level of 
25:1 against the US dollar. 

Foreign-investment managers say the 
Central Bank had been dragging its feet on 
new approvals for inward investment since 
last year. But the bank’s initial refusal in 
mid-February to allow MIM Invesco, an 
international fund manager, to convert 
US$50 million into local currency after the 
funds were remitted to Taiwan was the 
first indication of a change in policy. 

MIM Invesco's Richard Rogers says the 
Central Bank was concerned about large 
amounts of funds being remitted in à sin- 
gle transaction. After meetings with bank 
officials, the problem was quickly resolved. 
Rogers says the bank is now asking com- 
panies to provide a schedule of when 
funds will arrive and in what amounts, to 
give it advance warning of foreign-ex- 
change requirements. 

But fund managers say it is not always 


possible to predict when investors will 
cide to put up the cash. Under Cen 
Bank rules, institutions have only tt 
months to bring in funds approved for 
vestment. Often the capital arrives just 
fore the deadline, requiring last-minute 
mittances in amounts larger than 

bank's preferred lots of US$5-10 millio 

Since opening the equity and bi 
markets to foreign institutional investor 
December 1990, US$517 million has b 
remitted from outstanding approvals tc 
ling US$741 million as of 15 February. ` 
amount approved is well below the ta: 
of US$2.5 billion. 

The Security and Exchange Comr 
sion has approved 18 applications by 
eign investors. Five applications were 
successful, two of which were for a seo 
tranche of funds of US$50 million eact 
Baring Securities (Taiwan) and S. 
Warburg Securities (Far East). 

Fund managers say the decisior 
block inward remittances sends the wr 
signals to the international financial c 
munity. John Engle of Hoare Govett in 
wan says it will reinforce doubts about 
island's commitment to becoming an 
ternational financial centre. 

Fund managers have another worr 
the Central Bank can change its policy 
inward remittances, what guarantee di 
vestors that there will not be a chang 





PROJECTS: SINGAPORE/INDONESIA 


Island hopper 





By N. Balakrishnan = 


Singapore’s Sembawang Group, which 
specialises in marine industries and con- 
struction, has targeted Indonesia's 
Karimun Island, 40 km southwest of the 
island republic, for develop- 
ment as a heavy-industrial 
centre. Karimun, about a one- 
hour ferry ride from Singa- 
pore, currently boasts only a 
tin-mining industry. 

Other islands in the Riau 
archipelago, such as Batam 
and Bintan, are already the 
focus of industrial and leisure 
development by Singapore 
companies. The Singapore 
Government is the largest 








either because land is not available or 
because high labour costs would make 
such development uneconomical. Batam 
is expected to cater mostly to the elec- 
tronics industry, while Bintan is being de- 
veloped largely to meet the needs of light 


Golden triangle expands 





industry and tourism. 

Karimun's development into a he: 
industrial centre by Sembawang is t 
done on a joint-venture basis with Ir 
nesian companies, especially Ban 
Cipta, which is associated with Ind: 
sia's Salim Group. Salim also has ex 
sive interests in Batam and Bintan. 

Sembawang has commissioned 
Australian consulting company, Kir 
to do a feasibility study on building 
storage terminals, an industrial park 
petrochemical complexe 
Karimun. Kinhill will 
study the possibility of bi 
ing a deep-water port. 

Karimun's developme 
expected to be done in ph 
in the next 10 years or sc 
formed observers say the 
of developing the island c 
reach S$1 billion (USS 
million). Sembawang is 
rently in the process of b 
ing a 30,000 dwt floating « 
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licy on outward remittances? 

Baring's Peter Kurz says the Central 
ink's announcement of a temporary halt 
investment inflows, which some specu- 
te could last for several months, was just 
continuation of its earlier policies of 
owing inbound capital flows to ease 
essure on the NT dollar. 

But the underlying problem, says Kurz, 
that Taiwan's foreign-exchange market 
too small and illiquid. "They have not 
'veloped a foreign-exchange market deep 
iough to accommodate the country's 
iding economy," he says. 

The Central Bank claims that the for- 
sn-exchange market is free and open. But 
rover is small, often less than US$100 
illion a day. Because of the difficulties of 
mitting funds, many trading institutions 
ep their capital offshore and hedge 
ainst fluctuations in financial centres 
ch as Hongkong and Tokyo. 
Reform-minded officials at the Ministry 
Finance point out that inbound institu- 
nal investments last year were only a 
iction of Taiwan's total capital flows. 
Finance officials note that remittances 
approved funds were less than 3.7% 

last year's record trade surplus of 
3$13.3 billion, which is cited as the main 
use of appreciation in the NT dollar. 
tal two-way trade in 1991 exceeded 
1$139 billion. Li 





minals, probably in cooperation with 
iltinational oil companies. The group 
visions storing 10 million barrels of 
and oil products to serve the energy 
eds of future projects, according to 
> sources. 

Karimun has one main advantage in 
drive for heavy industries. As the is- 
id is farther west than Batam and 
ytan, it is nearest to the strategically 
portant Strait of Malacca. Most oil 
ikers travelling to Japan from the 
ddle East take this route. But unlike 
Yan it has no deep natural harbour, 
tking it difficult, at present, to receive 
ikers. 

The other major disadvantage of 
rimun, which has a population of 
ly 60,000, is its lack of skilled labour. 
en the 200 employees that Sem- 
vang is training to operate the float- 
; dock were recruited elsewhere in 
lonesia. 

The Sembawang group consists of 
ee main companies listed on the 
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INVISIBLE 


Blood and profit 


Who should inherit the corporate crown — a younger member of the founding 
family, or a loyal manager who has served his company well? This is the dilemma 
facing many ageing founders of top Japanese companies today (and one which 
will soon also confront their counterparts elsewhere in Asia). 

A recent survey by the weekly Nikkei Business may provide an answer: a com- 
bination of founding-family and non-family management, it discovered, brings the 
best corporate results. Examining 81 leading listed companies in six industries, the 
survey found that over the three decades 1960-90, companies with mixed leader- 
ship outperformed family-run concerns and those managed exclusively by 

Mixed managements led in both turnover and profits growth. 

Among the best known mixed- ement companies are Mazda Motor Corp., 
Honda Motor Co., Matsushita Electrical Industrial Corp. and Ajinomoto Co. In 
these cases, the most important managerial position — president — has passed to 
an employee who has risen to the top after decades of commitment to the com- 
pany. But the founding family continues 3 
to sit on the board, the founder himself Who manages best 
often becoming honorary chairman. FSET TE AY Spin n 

Why does such a combination bring ~  : 
out the best in Japanese management? 

A career manager may know far 
more about the company than the 
young, often-spoilt family heir. His 
elevation also reflects Japan's post-war 
egalitarianism, and is good for staff 
morale. (In two well-known cases, at 
underwear-maker Wacoal and Daiei, 
Japan's biggest supermarket chain, the 
speedy rise of the founders' sons to top 
positions led to staff resignations and in- 
vestment mistakes.) 

On the other hand, meritocratic man- 
agements may be a little dull. There is 
virtue, therefore, in retaining family 
members on the board to preserve some 
of the original founding spirit and vision. Although removed from the front line, 
they may still have a key role in the big decisions. Matsushita’s multi-billion- 
dollar buyout of MCA of the US, for example, was swung by chairman Masahura 
Matsushita, son-in-law of the founder, in the face of a divided management (though 
who was right has yet to be proved). 

But the boldness which helped drive Japan's post-war reconstruction — by men 
like Sony's Akio Morita and Wacoal's Koichi Tsukamoto — is often missing from 
a younger generation brought up in more comfortable surroundings. Apart from 
exceptional cases like Toyota Corp. and Shiseido Co., hereditary succession has 
seldom worked well for more than three generations. 

At the other end of the spectrum are the non-family managed companies, many 
of them formerly zaibatsu, or financial-and-industrial cliques. Their founding fami- 
lies, such as the Nomuras and the Mitsuis, were forced to relinquish their fortunes 
under post-war social reforms, and control passed to the ambitious young 
salarymen who became the footsoldiers of the Japanese miracle. 

But professional managers, however good, often lack the dynamism and cha- 
risma of the pioneers. Their chains of command are less clear than those of highly 
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THE STH COLUMN 








Struggle for power 


he discussion between the Hong- 

kong Government and the colo- 

ny’s power utilities about their 

future has rekindled a wider de- 
sate over the question of possible conflicts 
of interest between the electricity com- 
panies and society at large. 

The nub of the problem is how to deter- 
mine the rate of return the power com- 
panies are permitted to earn. Pitching it at 
the right level is crucial to ensure electri- 
zty is produced efficiently and to provide 
in incentive for the companies to continue 
to invest, while at the same time serving 
the interests of consumers. 

In Hongkong, electricity is supplied by 
two firms which enjoy monopolies over 
their respective territories. Hongkong Elec- 
tric supplies electricity to Hongkong Island 
ind two neighbouring islands, while China 
Light & Power (CLP) serves the remaining 
area of the colony. 

Both are governed by schemes of con- 
trol, an idea that was first proposed by CLP 
in 1964, after an official commission had 
urged the government to acquire the two 
companies in order to remove the conflict 
of interest between the companies' share- 
holders and the public. Both the current 
schemes of control are due for renewal in 
1993. 

One of the key elements in energy 
policy is to ensure some stability in the ar- 
rangements under which utilities supply 
electricity. If the contract with the govern- 
ment is considered by the suppliers to be 
unsatisfactory, long-term investment may 
not keep pace with long-term demand for 
power. But the companies would appear 
to be in a strong bargaining position each 
time the scheme of control comes up for 
renewal, since it is hard for the govern- 
ment to establish a completely new, alter- 
native system of electricity supply. 

A high degree of stability is built into 
the existing schemes of control. The utili- 
ties are allowed to set up a Development 
Fund to help pay for the purchase of fixed 
assets. If the two power companies earn 
less than the permitted return, the defi- 
ciency is allowed to be deducted from the 


By Lam Pun Lee 


their investment. The share price of the two 
firms increased by 600% over 1980-90, 
against a 230% jump in the Hang Seng In- 
dex. Yet the beta of the two shares are both 
below one. This means that shareholders 
have earned higher returns than the mar- 
ket as a whole and at a lower risk. 

One problem is how to make a rate- 
base valuation (that is, the basis on which 
to calculate the rate of return). This is 
complicated by the fact that CLP sells elec- 
tricity to China and will buy electricity 
from a Chinese nuclear-power station (in 
which it has an equity stake), which is ex- 
pected to come into operation by the end 
of 1992. 

The difficulty of separating scheme-of- 
control assets from other 
assets has eased some- 
what since the reorgani- 
sation of Hongkong Elec- 
tric Holdings in 1987, 
which resulted in the 
shedding of the group's 
non-electricity interests. 

Apart from controls 
over the rate of return, 
the two companies are 
also under price regula- 
tion. Major changes in 
tariff structures require 
government approval. 
There is, however, a fuel- 
adjustment clause in the 
tariff structure, which al- 
lows the companies to 
change prices when fuel 
costs alter. This means 
that the risk of cost fluc- 
tuations is transferred 
from the electric power 
companies to the con- 
sumers. 

Since any fuel-cost in- 
crease can be passed on 
automatically, the power 
companies are less likely to look for lower- 
price suppliers of fuel. CLP cooperates with 
Esso Eastern (a subsidiary of Exxon of the 
US) in generating electricity and purchases 
fuel from it. 





gone up by 178%. 

The Development Fund is an import: 
source of cash for the purchase of assets. 
the 1960s, CLP relied mainly on equity ca 
tal to finance expansion, without issui 
any debt. In the early 1970s, it started is: 
ing debt, while seeing an expansion of 
Development Fund. 

Every dollar used in acquiring fix 
assets, if financed by debt or the Devek 
ment Fund, enables the companies to « 
joy 13.5 cents of permitted return. T 
maximum deduction is 8 cents from | 
permitted return, which goes into what 
called the Rate Reduction Reserve (a fu 
which can be drawn on to reduce the t 
iffs charged). This explains why the t 
companies have a rate 
return on equity exce 
ing 18% even though | 
permitted return unc 
the scheme of control 
restricted to 13.5%. T 
is simply due to the f 
that the firms’ equity | 
grown more slowly tk 
their fixed assets. 

What conclusions ¢ 
be drawn from this? 

If the schemes 
control were abandon: 
the industry could 
deregulated, by allow: 
free competition to p 
vail in, say, the gene 
tion of electricity. ¢ 
should be broken up, 
that its associated ger 
ating companies cot 
compete with one ; 
other to generate elect 
ity. For its part, Ho 
kong Electric should 
separated from its hc 
ing company. 

Moreover, the g 
graphical boundaries in the supply 
electricity should be removed. The com] 
tion of the interconnection of power gt 
in the 1980s has made it possible for 
and Hongkong Electric to compete 
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Straits settlement 


alacca’s stockbrokers are waking up 





' Doug Tsuruoka in Malacca J 


irst impressions can be misleading in 

Malacca, a sleepy backwater that 

retains much of its former colonial 
arm. But financial hustle and bustle have 
me to this enclave of 316,000 people. 
arket tips once whispered across the ta- 
es of coffee shops can now be found in 
ck reports printed in Mandarin and Eng- 
h, and even the toughest broker now 
tows that he must treat every investor 
ith respect. 

“The chap walking the street in shorts 
d slippers could be worth M$1 
illion (US$380,000) and a bit,” 
uses Harith Merican, managing 
rector of Straits Securities, one of 
alacca's three licensed brokerages. 
deed, one of the biggest investors 

the city-state often rides to his 
okerage on a bicycle. 

In Straits Securities' hi-tech 
iding room, a mosaic wall embed- 
d with 36 monitors flashes the 
est bids and sells on the Kuala 
mpur Stock Exchange (KLSE) to 
rdes of eager mostly ethnic Chi- 
se punters. "We haven't had any 
t-fights yet,” deputy managing 
'ector Freddie Chew says, "but 
metimes they come up and bang 
‘ir fists on the counter if you try 
charge them interest for late set- 
ments." 

The scene is being repeated at the of- 
es of Straits Securities’ competitors, Ma- 
ca Traders Sdn and Syarikat Tan Chow 
Low Securities. "The industry is growing 
ry fast,” Tan Chow director Jimmy Tan 
o Sum says, "and the future is very 
ght." 

Some stockbrokerages have even netted 
titutional clients by staying on the tele- 
one long after their rivals call it a day in 
ala Lumpur. This kind of activity illus- 
tes the point that provincial broking has 
ne of age in Malaysia. 

Brokers estimate that 3,000 small in- 
itors are in Malacca's town centre alone 
i twice that number if the city-state's 
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ties and share dealings. 

Even big brokerages in Kuala Lumpur 
are taking notice of this business. Straits 
Securities, for example, is a revamped ver- 
sion of Chuaco Securities, a small Malacca- 
based brokerage that was set up in 1962. 
Last year, a group representing Kuala 
Lumpur-based Rashid Hussain Securities, 
Singapore-based G. K. Goh Securities and 
the directors of Chuaco acquired the secu- 
rities company and renamed it Straits Se- 
curities. 

The competition outside Kuala Lumpur 
is likely to intensify. On 25 January, a KLSE 





Harith and Chew: provincial brokers come of age. 


committee agreed to allow brokerages to 
set up branches in any region. In the past, 
the exchange closely monitored where it 
would allow brokerages to be set up, 
and no branch offices were allowed any- 
where. 

Currently, 18 of the KLSE’s 54 member 
companies are located in Kuala Lumpur. 
The rest are situated in other parts of Ma- 
laysia and are linked by telephone to their 
traders on the KLSE. 

Profits from these rural forays, how- 
ever, are expected to remain small in 
the short term. Malacca's three stock- 
brokerages have posted annual pre-tax 
earnings in the M$500,000-1 million plus 


ment. Stern religious precepts agains 
gambling led to the abolition of Malaysia' 
social-welfare lottery in 1990. 

Although most brokers would cringe a 
comparing share dealings with gambling 
the mentality driving the average Malay 
sian to sell his shares for a profit or to pic! 
numbers for the weekly lottery is much th 
same. In Malacca, some of the more incor 
rigible punters cheer in front of Straits Se 
curities’ trading screens. 

There are also brokerages opening sho} 
at cheaper sites outside the capital. Clerica 
help, for example, can be hired for as littl 
as M$300 a month in Malacca, two to thre 
times less than in Kuala Lumpur. Debt-to 
equity costs are sharply lower, too, as ar 
rents for office space. 

Drawbacks exist, however. Many in 
vestors still send their children to plac 
orders and to pick up their shares. Other 
send scribbled notes asking brokers tc 
have third parties buy their shares and tc 
. have, say, their neighbours pay foi 
= them. 

Moreover, many Malaccans 
have yet to adopt to the KLSE's fixed 
delivery-and-settlement system af 
ter years of leisurely punting ir 
which accounts were often settled 
long after deadlines. The director ol 
à securities company in the city says 
of his clients: "They are tight-fisted; 
tend to keep money under the bed. 
And they would go to hell and back 
to avoid paying interest." 

Brokers have consequently been 
encouraged to put a premium on 
maintaining good relations with 
their clients, a practice that con- 
trasts markedly with that of their 
counterparts in Kuala Lumpur. 
"Malacca is just about the last 
frontier where you can touch your 
client,” Straits Securities’ Harith says. 

Malacca, nonetheless, lacks one ingredi- 
ent critical to the success of any emerging 
financial centre: a large number of profes- 
sionals between 25 and 35 years of age. 
Many Malaccans in this age group move 
away to bigger cities for more attractive 
salaries. 

Harith complains that Malacca's inabil- 
ity to keep many of its brightest residents 
at home presents a serious challenge to the 
securities industry. But there are encourag- 
ing signs of change ahead. Much faith is 
being placed on the notion of a growth 
triangle that is expected to fan out from 
Singapore to the fast-developing commer- 
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Politics on the line 


Philippine telephone deal blocked by controversy 





By Rigoberto Tiglao in Manila 
T he Philippine Justice Department 





has derailed one of the country's 

largest privatisation exercises under 
highly controversial circumstances. The 
case involves the sale, agreed to last 
September, of a US$130 million telephone 
network on the island of Luzon to 
Digital Telecommunications Phils Inc. 
(Digitel), an affiliate of Britain's Cable & 
Wireless. 

If the sale had gone ahead, it would 
have enabled the company to make size- 
able inroads into what has, until now, been 
a market virtually monopolised by Philip- 
pine Long-Distance Telephone Corp. 
(PLDT). 

The move to block the transaction is 
likely to result in a big legal wrangle that 
will impede Manila's efforts to modernise 
its telecommunications. 

The Justice Department's ruling became 
public knowledge only in early February. 
It states that the Department of Transport 
and Communications (DOTC) cannot award 
the contract that Digitel won in an auction 
more than four months ago because the 
firm has not received a franchise from 
Congress. 

Former justice secretary Silvestre Bello, 
who issued the ruling shortly before re- 
signing to run in Senate elections, told the 
REVIEW that it was "merely a legal opin- 
ion," which the DOTC could accept or dis- 
regard. Even so, DOTC Secretary Pete Prado 
said that he would have to follow the Jus- 
tice Department's position. 

Digitel is 40%-owned by Cable & Wire- 
less, while the remainder is held by some 
260 Filipinos. It outbid PLDT in the auction 
conducted by the DOTC to decide who 
could operate the two regional telephone 
systems. 

One is an existing government-owned 
telephone network covering northern 
Luzon, which was operated until De- 
cember last year by PLDT subsidiary 
Filphone Management Corp. The other is a 
system in central Luzon, southern Tagalog 
and Bicol currently being set up by the 


province just north of Manila and is setting 
up another in neighbouring Pampanga 
province. Together, they are scheduled to 
have 57,000 telephone lines within five 
years. 

In 1990, Digitel's sister firm, Eastern 
Telecommunications Philippines Inc. (ETP), 
also 40%-owned by Cable & Wireless, 
broke PLDT's monopoly in the handling of 
international calls. This occurred despite a 
big campaign by PLDT in the media and the 
courts to block it. 

“We do not have the political connec- 
tions PLDT does," Digitel president 
Eduardo Villanueva said. "The only ex- 
planation we can come up with on why 
the Justice Department blocked the award 
is that [former justice secretary] Bello, who 
is running for senator, 
did it to favour PLDT,” 
Villanueva alleges. 

PLDT President An- 
tonio Cojuangco (a 
cousin of President 
Corazon Aquino) is be- 
lieved to be a supporter 
of presidential aspirant 
Fidel Ramos, under 
whose party Bello is run- 
ning. Bello flatly denies 
that there was any 
political motivation be- 
hind the ruling. "I 
thought it was just one 
of those routine legal 
opinions normally asked 
of us," he says. Bello ad- 
mits, though, that he 
decided to change an 
initial draft of the opinion prepared by his 
staff. 

Digitel lawyer Eduardo de los Angeles, 
however, alleges that Bello ante-dated his 
ruling to 28 January, "conveniently, a few 
days before his resignation as secretary." 
De los Angeles claims that on 31 January 
he was informed that there had been no 
ruling by that time. 

Bello denies that the document was 
ante-dated. He resigned as justice secretary 
on 7 February, the last day for the filing of 





Villanueva: no politics. 


De los Angeles points out, howev 
that the constitution merely says such fr, 
chises "shall be subject to amendment, 
teration or repeal by Congress." In a dt 
sion in July 1989 involving the operatior 
a container port in Manila, the Supre 
Court said that "the operation of a pul 
utility . . . does not necessarily imply t 
only Congress has the power to grant st 
authorisation." 

Digitel's lawyer adds that the rules 
the telephone auction contained a clai 
that took into account any possible le 
problems that might arise if the compe 
with the winning tender lacked a fr. 
chise. These involved provisions which 
lowed the winning company to oper 
the facilities on a management contrac! 

Communications Secretary Prado ; 
mits, however, that the committee wh 
undertook the bidding may have erred 
terms of the legal requirements. And it v 
for this reason that the matter was pas: 
to the Justice Department to clarify the 
sue. 

Two committees of Congress deal 
with utility franchises appear to hé 
played a major role 
blocking Digitel's bid. 

Prado told  ! 
REVIEW that he w 
warned by members 
the Congress that 
would be violating 
law if he granted ! 
contract to a firm wh 
did not have a franch 
In January of this ye 
the Congress, h 
granted franchises to 
public-utility firr 
Digitel's application fc 
national franchise v 
rejected. 

Digitel's bid for 
two networks in Lu: 
totalled P40 bill 
(US$1.5 billion), cons 
ing of a P358 million up-front paym« 
and annual payments of P1.3 billion o 
30 years. By contrast, PLDT's bid — 
second-highest out of four tenders — 1 
only P7.5 billion. 

Digitel says that its calculations w 
based on revenues averaging alm 
P15,000 per telephone line in 1992. A 
taking inflation into account, this figur 
not far from the revenues of nearly P11, 
per line charged by Filphone in north 
Luzon in 1989. 
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Digitel's bid, though, put the DOTC on 

2 defensive. The firm pointed out that 
? floor price set by the department of 
2 billion (in net present values) was 
nusually generous" and that it would 
ve been "unreasonably beneficial to a 
w bidder, [but] detrimental to govern- 
int" 

PLDT's bid was only 8% above the de- 
rtment's floor price, while the other two 
iders made offers below the floor price. 
gitel’s tender, worth P3.8 billion in net 
esent values, was more than treble 
'TC's floor price. 

Prado says that he had to make sure 
it the winning bidder would be able, 
hnically and financially, to operate the 
ephone system. The department there- 
e had to study Digitel's bid carefully. 
Prado points out that one problem with 
gitel's plan was that its sister firm, ETPI, 
uld “subsidise” the firm's operations 
er several years. ETPI operates an inter- 
tional communications gateway, which 
inects the domestic network with the 
t of the world. 

The DOTC secretary claims that this 
ald place his department in difficulties, 
there are pending legal cases over the 
nership of 60% of ETPI. These cases are 
d to involve the Presidential Commis- 
n on Good Government's refusal to al- 
v the owners of the 60% stake (led by 
berto Benedicto, an alleged crony of 
mer president Ferdinand Marcos), 
ich has been sequestered, to control the 
n. 
Villanueva argues that ETPI’s assist- 
* is not a subsidy, but merely a ne- 
iated contract that would give Digitel 
& of the revenues from international 
Is which ETP! handles. This compares 
ourably with PLDT, which receives 70% 
revenues from international calls, 
lanueva says. 

PLDT has 1.1 million telephones in ser- 
2 (94% of the national total) and will 
tall another 215,000 by next year. It will 
itinue to dwarf Digitel, even if the latter 
re given the contract to operate the Lu- 
ı network. But the smaller company 
ld pose a long-term threat to PLDT's 
ninance over the country's telephone 
tem. 

First, it would provide a yardstick for 
luating the efficiency of PLDT's opera- 
s. Last year, ETPI succeeded in forcing a 

; cut in the Philippines' international 
rates. 
second, Digitel is backed by Cable & 
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Year of the bull, too? 


strong wave of consumer spend- 

ing before the extended Lunar 

New Year that began on 4 Febru- 

ary, high year-end bonuses and a 
sharp rise in the stockmarket in January 
are signs that public confidence in Tai- 
wan's economy has been restored. This 
bullishness follows an impressive win for 
the ruling Kuomintang in December 1991 
elections and recognition of the economy's 
strong performance last year. 

Economists say Taiwan's economic 
health was fundamentally sound in 1991. 
GNP growth for last year is estimated by 
economists at 7.2%. Per-capita GNP broke 
the US$10,000 mark for the first time in 
1991. 

One important indicator is the trade 
surplus, which widened to US$13.3 billion 
in 1991 from US$12.5 billion a year earlier. 





Export industries found a haven from the 
low economic growth rates faced by Tai- 
wan's major trading partners, especially 
the US. Much of the export growth came 
in trade with Southeast Asia and China. 

Even the labour-intensive textile sector 
performed well in 1991, with exports up 
18.2% from a year earlier to US$12.2 billion. 
In the electronics industry, exports rose 
4.7% to US$7.8 billion, an impressive 
showing in a year when the computer in- 
dustry worldwide was depressed. 

The trade boom has pushed the New 


Policymakers, however, are not pleased 
at the prospect of the current economic re- 
vival leading to a resurgence of specula- 
tion. Premier Hau Pei-tsun has warned 
against a return of the speculative 
that swept Taiwan in the late 1980s. The 
activity pushed the Taiwan Stock Ex- 
change's (TSE) weighted index to 12,495 
points in February 1990, more than twice 
its current level of 5,000-5,200 points. 

After a 20% rise in the TSE index and a 
tripling of the exchange's daily turnover 
between mid-December and early Febru- 
ary, Hau told cabinet ministers to take 
steps to curb speculative activities. He also 
ordered the Central Bank of China and the 
Ministry of Finance to cooperate in making 
financial policy. 

Analysts say the TSE's latest bull run, 
which has eased since the first week of 
February, has been fueled by the Central 
Bank's loosening of monetary policy. The 
bank cut its discount rate on 8 January for 
the fifth time in six months to relieve 
pressure on the NT dollar and to stimulate 
investment. Local deposit rates of 8-9% are 
high, though they are well below the 12- 
13% peak of a year ago. 

With lower interest rates, many invest- 
ors are moving back into the stockmarket. 
Analysts doubt, however, that added li- 
quidity will send the TSE weighted index as 
high as some investors hope. 

Among, actions that will help to keep 
liquidity down, the government plans to 
float more than NT$200 billion in bond 
issues in the next six months to help ease 
its NT$272 billion budget deficit and fund 
part of its NTS82 trillion six-year deve- 
lopment plan. It is also accelerating the list- 
ing of state-owned companies that will en- 
large market capitalisation and absorb 
more investment funds. Further, the Cen- 
tral Bank issued NT$80 billion in negoti- 
able certificates of deposit in January alone 
to keep excess liquidity in check. 

One stabilising shift in the stockmarket 
is the increased participation of institu- 
tional investors. Brokers estimate that in- 
stitutions account for at least 20% of 
turnover on the TSE, compared with less 
than 10% two vears aeo. 
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Peaks and valleys 


Papua New Guinea's mines face diverse fortunes 


By Mary-Louise O'Callaghan in - 
Port Moresby 


T he Porgera and Mt Kare gold mines 





sit side by side in the Papua New 

Guinea (PNG) Highlands, yet their 
stories could hardly be more different. The 
varying fortunes of these two mines exem- 
plify the extraordinary successes and the 
extensive difficulties facing PNG's re- 
source-based development plans. 

Both projects have defied the isolation 
of rugged terrain to establish their opera- 
tions, with the owners airlifting in almost 
all equipment and beginning production 
in a relatively short time. But there the 
similarities end. Final production reports 
for 1991 confirmed Porgera as one of the 
world's top gold producers with produc- 
tion of 1.2 million oz in its first full calen- 
dar year. 

By contrast, Mt Kare started the 
new year by shutting down opera- 
tions. The decision was made after a 
night-time raid and arson attack on 
9 January by a gang of heavily 
armed men allegedly linked to local 
groups. The attack caused an esti- 
mated A$4 million (US$3 million) of 
damage. 

Porgera's operator, Australian 
mining company Placer Pacific, em- 
ploys a small private security force 
to secure the mine. Australian com- 

y CRA, which is a 51% shareholder in 
the Mt Kare Alluvial Mining joint venture, 
had declined to organise a defence force 
for its mine. Now history appears to be 
repeating itself for the mining giant. About 
two years ago, after repeated attacks by 
disgruntled traditional landowners, CRA 
was forced to mothball its giant Bou- 
gainville Copper mine situated at the other 
end of PNG's sprawling island-chain. 

The closure of the 17-year-old Bou- 
gainville mine, which had fuelled much of 
PNG's post-independence development, 
deprived the country of 40% of its foreign 
exchange earnings and the government of 
179; of its revenue in 1988 alone. The 
mine's closure led to a battle for secession 


development plans remain heavily de- 
pendent upon the country's mining and 
petroleum industries, which account for 
more than 80% of exports. The remaining 
20% of export earnings come from mori- 
bund traditional tree crops, a fledgling 
marine industry and poorly managed for- 
estry reserves. 

Business conditions in 1992 are likely to 
remain difficult, even if the government 
proves to be correct in forecasting strong 
growth, according to banker Sir Eric Neal, 
chairman of Westpac Banking Corp. 
Westpac announced an after-tax profit of 
more than US$5 million for 1990-91 from 
its PNG operations recently. The chairman 
of the PNG Chamber of Mines, Greg 
Anderson, went further when the national 
budget, announced last December, pre- 
dicted real economic growth of 5% and a 


Out of the jungle 





US$51 million fiscal deficit in 1992. “Some 
of the economic assumptions contained in 
the budget . . . are optimistic and will re- 
quire a very definite commitment from 
government," he said. 

The budget assumptions included pre- 
dictions of 7,000 new jobs being created in 
the private sector and manpower cuts in 
the civil service. The budget also included 
sweeping tax incentives to encourage for- 
eign investment and to entice companies 
to keep their foreign-currency earnings in 
the country. Interest on foreign-currency 
deposits of more than US$100,000 will be 
exempted from tax. 

In addition, infrastructure provided by 
mining and petroleum firms will earn a tax 


the impact on investors' confidence of 
another landowner-fuelled dispute is ca 
ing great concern to Namaliu, as he he 
towards national general elections in Ju 

Almost from the start in 1987, the 
Kare project has been plagued by disr 
tions. The January attack was only the 
est and the largest of three such incide 
The police say they were all initiated 
landowners who have combined w 
government and opposition politician: 
try to force out CRA. 

The legal challenge mounted by sc 
of the landowners is being financed b 
small Western Australian miner, Rams; 
Resources, which also plans to challe 
CRA's prospecting authority over the 
tentially more valuable Mt Kare hard-r 
deposits located near the existing mine 

The string of claims and counter-cla 
by landowners concerning resource-dt 
lopment agreements has eroded PN 
ability to attract investors to all sector 
the economy, mining sources say. 
trouble could spread to the fledgling 
and gas industry, though the governn 
has managed to avert threatened disi 
tion in this sector. 

The Mt Kare dispute flared just as w 
, ona 261-km pipeline for the cc 
$ try's first major oilfield, Kutubu, 
2 nearing completion. The m 

shareholders are Chevron Nui 

and British Petroleum (25% ea 

Australia’s Broken Hill Proprie 

(12.5%) and Oil Search (1€ 

Kutubu has estimated reserve 

200 million barrels. 

The field is scheduled to b 
producing oil in July at a rat 
140,000 barrels a day. But the ; 
ernment had to move to pre 
disruption of the project in De 

ber when the premier for the Soutl 
Highlands, Albert Mokai, called f 
renegotiation of the agreement betwees 
oil companies and the government. 
threatened to “mobilise” landowner 
disrupt work on the project. Nam 
quickly announced that Mokai's prov 
would get US$2 million and the ne 
bouring Gulf province US$1 million to 
finance infrastructure projects for | 
communities. 

In January, Namaliu ruffled the fea! 
of some petroleum executives by anno 
ing plans to establish a national oil anc 
company that would build its own r 
ery. Impressed by a visit to an Indont 
refinery, Namaliu castigated investor 
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ippo Group’s buy-out 
` BCCHK is called off 


The provisional liquidator of 
ink of Credit and Commerce Hongkong 
"CHK), Noel Gleeson, announced that 
gotiations for the sale of the unit to 
ppo Group's Hongkong Chinese Bank 
d ended. He added that the best course 
as to liquidate the bank, which was 
»sed in July 1991. He said takeover talks 
d been hampered by the emergence of 
* claims from the liquidators of BCC 
erations elsewhere in the world. The 
thorities in Abu Dhabi, the largest 
areholder of BCC, were reluctant to 
ovide a full guarantee against such 
bilities. Meanwhile, the Seoul branch of 
C International began paying back 
positors on 10 February. All depositors 
uld be paid in full up to Won 100 
ilion (US$130,000). 


sean wants wealthy nations 
help protect environment 


Asean ministers have called on 
veloped nations to provide more 
ancial and technical help to protect 

' environment. At a meeting in 
igapore, the environment ministers 
nounced on 18 February a common 
licy that will be presented at the UN- 
onsored "Earth Summit" on the 
vironment to be held in Brazil in June. 
nisters declared that countries should 
nour the sovereign right of states to 
velop their natural resources and they 
ected any unilateral measures to ban 

' import of tropical timber. They also 
led for financial help to conserve 

ests. Ministers agreed to a US proposal 
it would help with the transfer of 
vironmentally sound technologies to 


' region. 


itac buys 80% stake 

US computer maker 

Mitac International Corp., one of 
wan's largest computer makers, 

ight 80% of California-based Compac 
-roelectronics Inc., a wholesale 
tributor of computer equipment. Mitac 
'ects the US$6.4 million acquisition to 
p expand the distribution of its 

ducts in the US and Europe. 


bales will be imported through Cotton 
Corp. of India. Indian buyers are already 
active in Pakistan's cotton markets, where 
there has been a surplus, and heavy 
shipments are expected in coming 
months by rail to northern Indian mills 
and by sea to Bombay mills. Traders 

are also looking at possible sources in 

the US, Australia, Tanzania and 
Uzbekistan. 


Foreign car imports 
fall sharply in South Korea 


P Foreign car imports in South Korea in 
1991 dropped 58% from a year earlier to 
1,2276 units, the Ministry of Trade and 
Industry said. The US led importers, with 
468 cars, followed by Germany, with 366 
cars. Although car imports were legalised 
in 1987, ending a 25-year ban, trading 
partners have complained that barriers 
still remain, from discriminatory taxes 
and tariffs to hidden pressure against 
importers. Japanese auto imports are 
banned outright. 


Business indicators 


BP forms Vietnam venture 
to make oil products 


P British Petroleum (BP) on 12 
February signed a joint-venture 
agreement with Petrolimex, Vietnam's 
state-run oil-products company, to 
produce and market lubricants in 
Vietnam. The new company, BP Petco, 
will invest US$28 million to build a 
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US hits Saipan companies 
for hiring slave labourers 


> The US Labour Department charged 
that six companies operated by an ethnic 
Chinese family on Saipan, a US territory, 
have been treating migrant workers from 
China as slave labourers. Workers at the 
companies, owned by the Tan family, 
lived and worked inside guarded factory 
compounds, US officials said. The 
workers, who were ordered to work up to 
11 hours a day, signed two- or three-year 
contracts. The Labour Department is 
suing the family, charging that it was not 
properly paying workers. US officials 
estimated that the six companies export 
about US$100 million of duty-free 
clothing to the US each year. The 
officials said the Tan family has 
operations in the Philippines, Hongkong 
and China. 


Philippines to set up 

company loan facility 

> The Philippines will set up a loan 
facility for private companies to 
encourage build-operate-transfer plans for 
the country's foreign-assisted 
infrastructure projects, Finance 

Secretary Jesus Estanislao said. To be 
called the Private Sector Investment 
Development Fund, the credit facility will 
be financed by a US$300 million loan 
from the World Bank and the Asian 
Development Bank. 


Thai financial group 

acquires ailing company 

P Thai financial group Finance One took 
control of ailing Thananant Finance & 
Securities from a Bank of Thailand 
caretaker unit on 11 February. Thananant 
was created from six of the 25 finance 
houses taken over by the central bank in 
1984 after the sector slumped. Finance 
One plans to inject Baht 1.4 billion (US$55 
million) into Thananant. It has obtained 
Baht 3 billion of soft loans from the 
central bank to help the company. 


Record number of tourists 
visited Indonesia in 1991 
» Indonesia attracted a record 2.6 million 
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Commodities 
Previous 3months Year 
Last sale to 17 Feb. Latest week ago ago 
God  London(2) 35465 35600 — 36070 — 36405 Australia dollar 12380 — 1395 — 1272 127 
Copper New York(3) - Bangladesh* taka 37.70 39270 — 1 3765 à à 3598 
Current delivery (Feb.) 101.70 98.55 106.25 109.60 Britain — — pound — 05641 — 05494 à 05585 ^ 05096 
Mar. delivery 101.90 Brunei - ~ dollar 1645 16215 — 16067 17155 
Aluminium London (7) Hu Burma* kyat — à— 6265 — 1 6260 à— 1862658 Se 
Current delivery (Feb.) 131400 1,236.00 1,180.00 1,505.00 Canada aa 1.1893 VU 14086 — — 11535 
NUR EFIE EG — — — Pv — France 5.5365 5.3745 5.5075 5.0445 
1 ; : 4, 4, no AS... GENERE. OE ES S c NECI 
re SER AIR x Lo P oe SETS a PR Germany mak 162% 1.5759 1.6102 1.4821 
Cotton Hongkong dollar 7.7545 7.7493 7756 TM 
— (Mar.) p 954 sr W India. rupee 25 8264 25.8264 258031 188768 
— —— errare . | Indonesia rupiah —— 200700 2,004.00 1,980.00 191400 
Rubber - Kuala Lumpur (8) Japan yen 127.10 126.67 129.40 130.30 
Current delivery (Mar.) 211.00 216.00 223.00 22900 IB een ——— eee — — 
—— WE M — — — 2602 NE: — 260235 
Jue — —  Dhia(i) 365.00 — 36500 — 38000 à 41000 Nepal’ ree  —— 4270 4270 4270 3900 
Palm Oil. Kuala Lumpur (4) New Zealand dollar 18491 — 18467  — 17687 1.6479 
Current delivery (Mar.) 898.00 900.00 850.00 846.00 Pakistan rupee 24.6053 . 246553 2459 — 218581 
May. delivery NA Ico —— Papua N.G. kina 0.9533 09533 0.9425 0.9378 
Sugar New York (3) Philippines peso 2615 26.06 2670 28.125 
Current delivery (Mar.) 8.02 8.18 8.32 8.50 Singapore — oa — 165 — 156215 T 1.667 D 17155 
— Batters South Korea — won 765.30 76430 75250 — 72100 
Pepper Singapore (9) Sri Lanka 41.7843 41.784 41.58 40.11 
Samak Asa bk 0O S zooo — Z0  zizso zr Switzerland tae 5 148 Naw AEN 
Wheat Chicago (5) Taiwan | NT dollar 25.02 250145 25.9445 2710 
Current delivery (Mar.) 422.20 452.40 35020 ^ 25620 Thailand baht 2545 — 25.36 2547 25.11 
— ne SN * Communist China USS-Pnb 547 HKS-Rmb 070525 Laos USS-Ki 70500 
Maize icago (5) countries: Vietnam US$-Dong 11,300.00 Cambodia jel 750.00 
Current delivery (Mar.) 263.00 264.60 239.80 238.60 Other: Commonwealth of Independent States (former Soviet Union) US$=Rouble 110 
May delivery 270.60 
UE — ti ne a SDR1-US$1.39011 ECU1-US$1.2608 S$1=M$1.5855 
5% white fob ^ RO 282.00 29700 338.00 *Officialrate tMiddle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 
Soyabeans Chicago (5) : = 
Current delivery (Mar.) 570.20 570.40 554.60 57260 Currency deposit and bond yields 
May de 577.60 
—— New York (7) — " E M currit P — 
year 
Current delivery (Mar.) 1,075.00 1,117.00 1,208.00 1,184.00 
May delivery ENT 2 mE E 
Coffee New York (3) us$ - 4.125 4.125 4.21875 4.5625 740 
Current delivery (Mar.) 69.15 69.65 7865 91.70 Sterling 10.4375 1025 10.125 10.0625 9.36 
May delivery 71,85 v Yen 550 521875 496875 4.875 5.40 
Sumatran light Tokyo (10) 17.85 17.95 2090 1810 Dm — — $5605 $5605 - 94375 aee 83195 — M 
Brent. London (10) 18.53 1885 — 2127  — 2088 AS IE A Lu 73125 1005 
cs 73125 73125 7.3125 4.4375 8.47 
(1) M$ a kg (2) USS an oz (3) US¢ alb (4) M$ a tonne (5) USc a 60 b bushel ST z * 
(6) USe a 56 Ib bushel (7) US$ a tonne (8) PSS1, Me a kg (9) S$ a 100 kg (10) US$ a barrel ECU 1006205 10.0625 — 1000 ss 229 
(11) BWD, Chittagong/Mongla, US$ a tonne Source: Telerate, International Jute Organisation +Offered rate Source: Telerate, Salomon Brothers 





Economic indicators, selected Asian countries 









































Economic Growth % (real) (1) 

1991 2 4.5-7 34 35-44) 7 3.8 8.6 

Lu MA eee MR. oL 557. 5 4/4) yc £ 35 — e los 
International Reserves 5) 

Latest US$16.53b (Nov) US$40.92b (Sept) n.a. US$2.75b (Nov) US$8.57b (Oct) US$70.87b (Nov) US$9. is (Apr) 
Year earlier gal p .. US$15.52b US$26.84b na | US$2.05b — US$574b —— US$77.73b.  US$7 74b 

Trade Balance (total merchandise) 

Latest 3 months -US$0.01b (Sept-Nov) +US$1.88b (Oct-Dec) ^ «US$0.38» (Oct-Dec) —-US$0.53b (Oct-Dec) «US$1.06b(8) (Sept-Nov) +US$23.90b (Oct-Dec) -US$0.18b (Sep 
Previous 3 months +US$1.16b +US$2.61b +US$0.660 -US$0.30b «US$1.09b +US$22.20b -US$0.74b 
Year earlier +US$0.09b +US$3.82b — 7 -US$0.14b -US$2.35b +US$1.650 +US$10.90b = + US$0.01b 
Exports (6) 

Latest 3 months US$10.58b US$22.42b US$28.20b US$4.14b TM US$85.12b US$9.20b 

% change previous 3 months -4.3 +17.5 35.8 +2.6 +78 +3.9 

% change year earlier +44 Tet: vo dc PCR ES | +18.5 l 7.0 ME $3 56. A +10.7 
Imports (7) 

Latest 3 months US$10.59b US$20.54b US$27.82b US$4.67b US$6.30b8) US$61.22b US$9.39b 


% change previous 3 months +10.9 +247 +7.0 +76 0.5 +78 -2.2 
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SHROFF 


Taken for a bus ride 


he Securities and Futures Com- 
mission, the listing committee, 
"independent" advisers, "inde- 
pendent" directors, "independ- 
ent" valuers, accountants etc, etc — the list 
of well-paid gents supposedly protecting 
Hongkong's small shareholder is long. But 
given their effectiveness, why not let good 
old-fashioned shareholder exploitation 
on without need of the middle men? 

Take China Paint, for example. 

Entrepreneur Tsui Tsin-tong, who ac- 
quired this old-established paint maker six 
years ago and took it public last May, 
keeps diverse interests happy. While his 
holding companies are in safe havens Ber- 
muda and the British Virgin Islands, he has 
joint ventures with Peking-backed com- 
panies, including the People's Liberation 
Army's Norinco. His board members in- 
clude Hongkong’s former chief secretary 
— now Housing Authority chairman — Sir 
David Akers-Jones and another recently 
retired top civil servant, Donald Liao. 

In the good tradition of administrators 
cushioned by pensions, the latter are expert 
at advising how to mis-spend other peo- 
ple's money. As "independent" (of whom, 
one asks?) directors, they have given their 
stamp of approval to a rights issue and 
acquisition scheme which will be to the 
benefit of a highly geared Tsui but whose 
benefits for other shareholders are dubious 
in the extreme — the verdict of the mar- 
ketplace as well as Shroff. 

China Paint was launched on the public 
last May as a manufacturing company with 
a steady growth record and little debt. It is 
being transformed into a geared-up hybrid 
owning a loss-making bus company and 
some none-too-cheap properties. The sim- 
ple arithmetic of the three-for-five deeply 
discounted rights issue to raise HK$567 
million (US$73 million) is that in return for 
their portion of the rights (HK$288 million) 
the Tsui interests will collect HK$267 mil- 
lion in cash plus HK$96 million in shares. 
And they will be relieved of HK$300 mil- 
lion-worth of well-mortgaged property. 

Needless to say this has gone down not 
at all well with outside shareholders — 
other than Akers-Jones and Liao — and 


tions in Hongkong, across the border in 
Shenzhen and in London. It lost HK$30.9 
million last year and HK$17.3 million in 
1990. Yet it is valued not on the basis of a 
profit forecast but some fancy mathemat- 
ics. These give Citybus a value of HK$363 
million — a premium of HK$197 million 
over its net assets (mainly buses). 

Valuer American Appraisal has esti- 
mated Citybus' Hongkong operation as 
worth a handsome HK$285 million, partly 
on the basis of the recent sale of 20% of it 
to Guangdong Investment Co. But this was 
a curious deal, Tsui guaranteeing the buyer 
a 10% return for two years. 

Equally curious is the guaranteed City- 
bus Holdings profit now promised to 
China Paint by the Tsui interests — HK$25 
million this year and HK$45 million next 


China Paint 


year. Advisers to the “independent” direc- 
tors, Morgan Grenfell, use these figures to 
justify the purchase price as representing 
12.5 times this year's "earnings." Yet the 
China Paint chairman's letter to share- 
holders says "the guarantee does not rep- 
resent a profit forecast of Citybus and 
should not be regarded as such." 

So what are the earnings prospects? 
None are given. Are we going to see Tsui, 
via the guarantee, put back over a couple 
of years a part of the cash he is now rais- 
ing, but leave shareholders with a com- 
pany that has still far from significant ope- 
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Malaysia's national car maker Perusah: 
Otomobil Nasional (more familia 
known as Proton) is proving a runaw 
success with investors: a public subsci 
tion of 55.4 million shares is more than 
times oversubscribed, according to 
company. This is not surprising, perha 
as Proton has forecast record pre-tax ea 
ings of more than M$400 million (US$ 
million) for the financial year that ends 
31 March. 

Proton will make its debut on the Ku 
Lumpur Stock Exchange (KLSE) by | 
March — more than a year later tl 
originally scheduled. Its boosters prec 
market enthusiasm like that which | 
lowed the listing of Telekom Malaysie 
November 1990. Given the immediate 
mand for the issue, this is not an ! 


, warranted assumption (the public s 


scription is not much more than a thirc 
Proton's total offering of 150 million sha 
which in turn is only 309; of Protc 
equity). 

But Proton's big bang on the KLSE d 
not guarantee bumper profits for invest 
Although the Proton Saga has more tl 
60% of the domestic market, vehicle s 
are regarded as having peaked. Even I 
ton is predicting a 24% decline in pr 
ability in the next fiscal year. 

This softening in domestic car sale 
expected to be temporary. But the suc 
of the Proton Saga may generate its o 
competition, in the form of a rival pro 
to build a "second" Malaysian car ain 
at the less-affluent consumer. If the pro 
does get the go-ahead — and since it 
the backing of Prime Minister Datuk | 
Mahathir Mohamad, that seems likely - 
could take a nasty bite out of Prot 
business. Some analysts doubt, howe 
whether the government would allo 
second car to pose a serious threat to | 
laysia's flagship vehicle. 

Meanwhile, though the Kuala Lum 
government will continue to offer sup] 
to Proton's share price after the flotat 
through state investment companies, 
still governed by the laws of gravity. N 
ket sentiment remains uncertain, and cr 


squeezes inside Malaysia have reduce 
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The Art of Accumulation. 


Famous paintings are prized by collectors not only 
as great works of art but also valuable investments. 


Unfortunately most of us can only acquire works 
by relatively unknown artists — and we can't afford to 
wait around for 100 years to see if ‘Fred Smith’ will 
attain the status of Claude Monet. 


For those who want to accumulate on a more 
dependable basis, it’s well worthwhile to consider the 
advantages of a Fixed Term Deposit Account — 
offshore with Standard Chartered. 


It will enable you to plan ahead, because you'll 
know exactly how much your investment will realise 
over a given period, as the rate is guaranteed. 


To suit your convenience our Fixed Term Deposits 
are available from a choice of three locations, Jersey, 
Guernsey and the Isle of Man, each one offers the 
same high level of service and expertise. 


Minimum deposit/balance £5,000, US$ 10,000. 
Other currencies on request. 

Sterling fixed deposits — terms 1 month to 3 years. 
Currency deposits — terms 1 month to 1 year. 

Tax not deducted at source. 

Save and Fix Facility. * 


G M O VG 


This operates in conjunction with Sterling! US Dollar 
Call or Extra Value Deposit Accounts and enables 
clients to arrange the automatic movement of funds 
(free of charge) between accounts, when the fixed term 
matures, ideal for those who wish to save a proportion 
of salary on a monthly or quarterly basis. 


For full details please complete and return the coupon 
below to:- Gordon Wylie, Standard Chartered Bank 
(CI) Ltd, P.O. Box 89, Conway Street, St. Helier, 
Jersey JE4 8PY, Channel Islands. 

Or Tel: (0534) 74001. Fax: (0534) 24890. 


Fixed Term Deposits. 


The art of banking — offshore 





To Gordon Wylie, Standard Chartered Bank (CI) Ltd, P.O. Box 89. | 
Conway Street, St. Helier, Jersey JE4 8PY, Channel Islands. | 


Telephone: (0534) 74001. Fax: (0534) 24890, 


Please send me without ablicatian full infarmatiann niais sine b 
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CLASSIFIED ADVERTISEMENTS 


The Office for Project Services is part of the United Nations Development Programme 
which, through its global network of over 100 field offices, is the central planning, 
funding and coordinating agency of the entire UN system of technical cooperation. 


We seek a Programme Manager who will be responsible for coordinating the work of 
groups of specialists who will advise Governments on the promotion of trade and 
cooperation between the Democratic People's Republic of Korea, the Mongolian 
People's Republic, the People's Republic of China and the Republic of Korea, as well 
as other potential participants. 


Programme The position requires a university degree In Economics, Business Administration or 
Management. The successful candidate will have at least 15 years’ experience in 
senior positions dealing with design and management of Integrated regional plan- 
Manager ning or intercountry programmes. Candidates should be acquainted with policies 

€ and procedures of UNDP and other multinational economic institutions. Applicants 
must have solid managerial skills and the ability to deal diplomatically and effectively 


at a high level with governments of various Northeastern Asian countries, and to work 
In a complex Institutional environment. 


Excellent oral and written communication skills in English required. Knowledge of one 
of the languages of the region and prior experience in Northeast Asia will be an 
advantage. Initially, duration of the assignment is 12 months with duty station New 
York. Frequent travel to the project countries is anticipated. 


m . Please send detailed curriculum vitae indicating availability date to: UNDP/OPS 
[umen River Area (Att: Mr. Dmitriy Shoutov), Project RAS/92/430, 15th Floor, 220 E. 42nd Street, New York, 
NY 10017 U.S.A. 


q'ad > ) +z B 
D eve lopme nt I rogi amme Applications must be received by March 20, 1992. Acknowiedgment will only be sent 
to applicants who meet the specific requirements of the position. 





UNITED NATIONS DEVELOPMENT PROGRAMME 


Outstanding Profit Opportunity 





We are expanding our existing business in the USA and are 
seeking investor/partners to assist in this expansion. Our products 
are a proven success in Europe, Australia, Asia and the USA. 


W Seeking active or passive partners or investors 
W Existing business in U.SA is expanding 

B US $10 billion dollar market 

E No competitive products on the market 

Bl Business operating internationally for 10 years 


Investment required is in the order of US $250,000 to $1 million. 
Investors with business experience and can demonstrate the ability 


to meet these commitments are preferred. GRACIOUS COUNTRY HOME 
Complete business plan and full disclosure available to qualified LESS THAN AN HOUR FROM 
annlicants. Please contact: MID-TOWN MANHATTAN 








LASSIFIED ADVERTISEMENTS 


usiness Equipment Appointments 


CRANES FOR SALE 


YEAR TYPE AND MODEL 

LATTICE BOOM TRUCK CRANE 
1975 P&H 6250TC 

HYDRAULIC TRUCK CRANES 


1975 GROVE 1275 
1973-4 P&H T750 (3 off) 
1979 KATO NK650 

1981 P&H T500 

1978 | GROVE TMS475LP 


HYDRAULIC R/T CRANES 
1978 GROVE RT75S 
1978 P&H OMEGA 40 


CRAWLER CRANES 
1979 BE 61B (2 off) 
1973 30RB Super Crane (3 off) 


For further information Contact: 
John Williams 
AUSTRALIAN PLANT HIRE CO. 


CAPACITY 


300T 


487 PRINCES HWY (P.O. BOX 84) FAIRY MEADOW 


N.S.W. 2519 AUSTRALIA 


(IDD) FAX 61 42 851944 
(IDD) PHONE 61 42 844222 





REVIEW CLASSIFIED ADVERTISEMENTS 


Cost: US$ 70 per column centimeter 
Column Width: 

1 column 41 mm 

2 columns 88 mm 

3 columns 133mm 

4 columns 183mm 


Column Depth: minimum 30 mm, maximum 230 mm 


Standard Units: 


1/4 (v) page (230 x 41 mm) US$ 1610 
1/4 (h) page (120 x 88 mm) US$ 1680 
1/2 (v) page(230 x 88 mm) US$ 3220 
1/2 (h) page(120 x 183mm) US$ 3360 





UNITED NATIONS UNIVERSITY (UNU) 


DIRECTOR 
OF 


THE WORLD INSTITUTE FOR DEVELOPMENT 
ECONOMICS RESEARCH (UNU/WIDER) 


Helsinki, Finland 


UNU/WIDER commenced operations in early 1985. The Institute, an inte- 
gral part of the United Nations University, shall help identify and meet the needs 
for policy-oriented research on the world economy and development, including 
common domestic problems and their inter-relationships, and assist in produc- 
ing responses to existing and future problems and help promote the search for 
new modes of international economic co-operation and management. 


UNU/WIDER conducts research and advanced research training, both in- 
house and through networks of co-operating scholars and institutions, and 
disseminates its research results widely. Building on its initial accomplishments, 
the Institute is in the process of broadening its institutional network, particularly 
in developing countries, involving internationally renowned scholars. 


The Director shall be the chief academic and administrative officer of the 
Institute and shall have overall responsibility for its direction, organization, 
administration and programmes, on behalf of the Rector of the United Nations 
University. 


Candidates for this position should have a well-established, internationally 
recognized expertise in economic development research and policy work in 
economics. In addition, candidates should have managerial experience and 
ability to work in an international organization in a multicultural setting. 


Remuneration: Net base tax free annual salary (based on the L-7 level of 
U.N. salary scales) of US$54,000 to 58,900 (at single rate) or US$58,900 to 
64,600 (with primary dependents) and post adjustment of US$37,900 to 41,300 
(at single rate) or US$41,300 to 45,400 (with primary dependents). Other 
allowances and benefits, including education grant in respect of eligible children, 
in accordance with U.N. practice. 


The new Director is to be appointed and take over from the present Director 
as of 1 March 1993 for a four-year term. 


Nominations or applications, including CV's and lists of referees, should be 
received by 31 March 1992 and should be sent to: 


UNU/WIDER Director Search Committee, c/o Personnel Services 
United Nations University HQs., Toho Seimei Building 

15-1, Shibuya 2-chome, Shibuya-ku, Tokyo 150 Japan 

(FAX: +81-3-3499-2828) 





To place your 

classified ad, fax: 

Hong Kong (852) DEGREE COURSES 
834605 1 or call: Take a Master's degree in Business Admin- 


istration (MBA) entirely at home anywhere in 
the world. Also Bachelor's, Master's and 
Doctorate programmes in Computer Sci- 
ence, Economics, Education, Engineering, 
International Law, Languages, Sciences, etc. 


Hong Kong 8328473 
Singapore 2203720 
Tokyo 32700251 
Bangkok 3913275 


Knightsbridge University 
Dept. FERS, P.O. Box 3, Sudbury, 
Suffolk, England. Fax: «44/787-278478 
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INNOVATION 


New building blocks 


irst came soccer balls, then rugby 

balls and tubes. Now scientists are 

trying to find out how many 

shapes can be formed by fullerenes, 
the most recent class of molecules to be 
discovered. They also wonder what can be 
built with fullerenes. 

The hunt began in 1985, when a group 
of researchers led by Richard Smalley of 
Rice University in Houston discovered that 
in addition to graphite and diamonds, car- 
bon atoms can arrange themselves into a 
third form. Consisting of 60 atoms of car- 
bon linked together in pentagons and 
hexagons, the molecule looks like a soccer 
ball, or a geodesic dome. This is why Smal- 
ley named the new material buckminster- 
fullerene — known for short as either 
fullerenes or bucky balls — in honour of 
Buckminster Fuller, the visionary American 
architect. Fuller designed the geodesic 
dome, the most efficient way ever devised 
of enclosing three-dimensional space. 

Hot on the heels of carbon 60 came the 
discovery of a larger fullerene, the rugby- 
ball-shaped carbon 70. This can be a base 
on which to manufacture thin films of dia- 
mond, which are used as a coating 
on drill bits and cutting tools. Sub- 
sequently larger members of the 
fullerene family began to emerge. 

People have known about carbon 
in its two conventional forms, dia- 
monds and graphite, since before 
written history began. Indeed, car- 
bon is probably the most studied 
element of all time. It turns out that 
fullerenes are routinely made by a 
humble candle flame. 

So why did it take scientists so 
long to discover them? The candle- 
flame part of the answer is simple. 
Fullerenes burn more easily than 
soot, so they disappear or become 
embedded in soot particles. It took a 
determined group of scientists using 
hi-tech equipment to ferret out the 
60 molecules. 

In retrospect, the truth about the 


nature of fullerenes appears obvious; be- 
forehand, it was anything but clear. None- 
theless, several prophets in various coun- early last year that, by hanging a few atoms 


blanketed in fullerenes. But the company 
has yet to come up with a convincing dem- 
onstration that fullerenes are indeed in- 
volved in the process. 

No matter how interesting a new mole- 
cule is, nobody is going to be excited un- 
less there is enough of it around for them 
to play with. Smalley’s group was only 
able to produce bucky balls in minute 
quantities. In 1990, a German university 
group came up with a way of producing 
bucky balls in bulk. 

Today, simply by heating carbon rods 
in an electric arc, it is possible to produce a 
vapour that condenses into carbon 60 with 
40% purity. At around US$2,000 a gram, 
the price of the material is steep. But 
Smalley is confident that improvements to 
the production process will ultimately 
bring the price down to a few US dollars a 
pound. That would make bucky balls 
slightly more expensive than aluminium. 

In the meantime, scientists are falling 
over themselves in their eagerness to de- 
termine the properties — chemical, me- 
chanical, magnetic and electric — of the 
new material. Nowhere is the quest more 





Fullerene bucky balls: searching for applications. 


active than in Japan. Excitement was 


heightened when researchers discovered 


transition temperature (the temperatur 
which a conductor turns "super") 
passed back and forth across the Pac 
First it was held by Bell Laboratories, t 
by NEC of Japan, then by another US fi 
Allied Signal, until finally coming to re: 
the Japanese National Research Insti 
for Metals. 

Researchers at the Japanese metals 
stitute claim a transition temperature o 
Kelvin, which is 57 degrees above abso 
zero. This is not as good as transi! 
temperatures achieved with cera 
superconductors, but it is consider: 
better than those achieved with meta 
loy superconductors. The result has ye 
be reproduced elsewhere, though. 

Having established itself as one of 
top contenders to produce a bucky-bal! 
perconductor, NEC unleashed a dram 
new discovery in November: bucky tu 
These are tiny sheets of graphite that v 
themselves around to form helical tub 

What good are bucky tubes? V 
thanks to the perfection of their struct 
the tiny tubes are incredibly strong. 1 
might find applications as a replacen 
for carbon-fibre reinforcemen 
composite materials. 

It has also been suggested 
bucky tubes can be filled with at 
of other elements. Several rese 
teams have demonstrated that 
possible to trap atoms of lanthai 
and yttrium inside bucky-ball c 
If researchers can build on this t 
with tubes, lining atoms up lik 
many peas in a pod, then all k 
of interesting possibilities c 
emerge. 

Smalley speculates that scier 
might be able to fabricate mole 
wires out of superconducting b 
tubes. This might be a way ar 
one of the big problems witl 
ramic superconductors, whick 
thought to pass current via flat, 
dimensional overlapping plates 

But winding them into the 
of wires disrupts this mechanism. It n 
be easier to fabricate wires out of b 


tubes. To do so, however, scientists ha 
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CITATIONJET CITATION II CITATION V 


Never HaveThere Been 
So Many ReasonsTo Choose A Citation. 


The sensible Citation business jets. six separate models from which to choose. Citation VII. Takes the midsize jet to a new 
From Cessna. It is the most extensive line of business jets level — with outstanding high-altitude and hot- 
in the world. Offering enough choices to meet 

When it comes to choosing a business jet, le 
companies worldwide have made Cessna every imaginable corporate mission. 
i CitationJet. The first new-generation business 
jet to use a efficient laminar-flow wing 
Soest aiae ani and advanced turbofan engines. vad sri rv A deck 
— areen l nid Citation II. The best-selling business jetofall — the X also delivers extraordinary range and 
very two light and medium businessjets dme guaranteed to cost less to operate than the fuel efficiency. 
lelivered was a Citation — representing an leading turboprop, or any other business iet. For information on snecific Citation madele 
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MALAYSIAN INVESTMENT 


Tug-of-War dá V 
PHILIPPINES i 


Mitra on the Move 


HONGKONG 


Il ages of Inequality 


Hongkong’s Li Ka-shing 


What 
next, 


Mr. Li? . 


FOCUS 
Investing 





Does your corporate bank 
turn the key or lock you out ? 


LTCB unlocks 
a world of financial possibilities. 
We're fast-moving and flexible. Our expertise, creativity and 


technology can bring the global marketplace to your doorstep — 
no matter where you do business. 


Money isnt everything...especially in finance. Sometimes you 
need the right key, too. 


œJ uce 


The Long-Term Credit Bank of Japan, Limited 
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LETTERS 


rma's agony 
«til and Hseng Noung Lintner [20 Feb.] 
ve written a grim and graphic account 
yet another ominous threat to Burmese 
"ety — AIDS. As always, the culprit is 
vious, the State Law and Order 
storation Council (SLORC). Only SLORC 
‘ms to be a winner in this vicious and 
tel game that is destroying Burmese so- 
ty. 
The account offers yet another cogent 
unter-argument to Burma's Asean 
ghbours' folly in condoning SLORC's 
mestic lunacies. Obviously, Thailand's 
idable efforts to check the spread of AIDS 
' doomed to fail when the disease ram- 
zes unchecked across Burma and back 
Thailand through that porous border. 
The SLORC has also dared to ruthlessly 
ick the Burmese Sangha, indicating that 
aspect of Burmese life, tradition or 
ues remain inviolable. Nevertheless, the 
wha has not been “discredited” any 
re than the National League for De- 
cracy has been discredited for giving in 
inbearable pressure and expelling Aung 
1 Suu Kyi. 
There are hundreds of monks of the All 
rma Young Monks’ Union enduring 
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malaria and Burmese army attacks in jun- 
gle areas on the border. Others remain in- 
side the country secretly working for de- 
mocracy at great risk to their lives. SLORC 
has disrobed, exiled, imprisoned, tortured 
and killed many monks. 

Nara, Japan VISAKHA KAWASAKI] 


A brighter view 

As a frequent visitor to Mongolia during 
the past 18 months, and an admirer of the 
determination of the Mongolian people to 
pull themselves up, I am pleased to see the 
country now getting regular attention from 
your esteemed publication. I am, however, 
chagrined that the tone of the reporting by 
Peter Hannam is consistently negative. 

Of course Mongolia has not trans- 
formed itself overnight from a socialist 
economic disaster 70 years in the making 
to a paragon of the free market. Of course 
there remain hard-line bureaucrats trying 
to protect their vested interests from 
young, "cocky" reformers. Of course the 
ambitious privatisation programme has not 
followed textbook form, instantly absorb- 
ing workers from the crumbling state en- 
terprises and turning them in a flash to 








“The staff seem to 
know you." | 

“Well, Pm a regular 
here. I always entertain¢ 
where my clients sta" 
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capitalist entrepreneurs. Of course thi 
newly opened stock exchange has only i 
few listings and has not vet reached the 
trading volume of Tokyo, New York o 
even Shenzhen. 

Of course, of course. But I would chal- 
lenge Hannam to show me any former 
socialist country that has gone so far so fasi 
in both its economic and political reform 
programmes. Mongolia has bet the farm, 
and is struggling through a very difficult 
transition period. Its achievements to date 
are remarkable by any standard, especially 
given the formidable natural and geopo- 
litical obstacles it faces. 

There is clearly a long way to go before 
Mongolia can stand on its own feet. It 
would not hurt to show some modest ad- 
miration for what has been accomplished 
so far. 


Hongkong WILLIAM L. VALENTI 


Question of degree 

The growing criticism of the US' overpaid 

executives relative to their counterparts in 

other countries has brought more MBA 

critics out into the open than ever before. 
The stereotype “MBAs are arrogant and 
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When business takes you around 
Korea, enjoy the comfort of Korea's best 
all-round hotels. Hyatt Regency Seoul and 
Hyatt Regency Pusan. 

Our 18-acre garden offers a quiet 
sanctuary, right in the heart of Seoul. In 
Pusan, we'll treat you to beach-front luxury 
and extensive resort facilities. 

And of course both provide exclusive 
Regency Club services, complete health 
and business centres, and the most excitine 
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overpaid" is unfair. Even BA or BS under- 
graduates, lawyers, or doctors have their 
share of "arrogant" constituents. 

The second criticism regarding MBA 
salaries is one that must be assessed 
objectively. First of all, one must look at 
the profile of the typical graduating MBA 
student. In the top 20 MBA schools in the 
country, they would have been the top 
5-1096 of their undergraduate class, and 
would have accumulated about three years 
of work experience with a leading com- 

y. So why compare starting salaries 
of MBAs to starting salaries of non-MBAs? 

Since the typical MBA programme lasts 
for two years, the average graduating MBA 
would be about five years older than the 
average graduating undergraduate. If in- 
stead one would examine the salaries of 
non-MBAs after five years to the starting 
salaries of MBAs, one would find a different 
picture. 


New York JOSE RODRIGUEZ 


Hub of commerce 

Thank you David Glantz [LETTERS, 6 Feb.] 
for bringing the US Trade Centre's facilities 
to the attention of REVIEW readers. 

The US Trade Centre is alive and well 
after nearly 30 years in downtown Tokyo. 
Thousands of US companies have utilised 
our facilities. Many have been involved in 


successful attempts to penetrate the Ja- 
panese market. 

The US Trade Centre in Sunshine City 
has been completely refurbished as of 7 
February this year. Our nearly 600-nv area 
is fully carpeted, clean, bright and available 
to US companies and their representatives. 
It's a state of the art exhibition area with a 
decidedly American ambiance. 

We're occupied with trade shows, trade 
missions, seminars, etc. for less than 60 
days per year. That means we're available 
some 300 days of the year (less holiday 
time). US companies are welcome to use 
the trade centre at rates which are more 
than competitive given Tokyo's space 
rental costs. 

We had some down time while the 
painters, carpenters, electricians and carpet 
people were re-doing our facilities. You 
caught us with our ladder down. I per- 
sonally invite you back to see the changes 
we've made. If you're planning on using 
the facilities, however, please let us know 
because we're running a 73% occupancy 
rate for the remainder of February and 
March is also filling up rapidly. The US 
Trade Centre fills a need and our staff 
aims to make certain that US companies 
know about and utilise the valuable 
service available to them. 

THOMAS C. MOORE 
Tokyo Director, LIS Trade Centre 


Getting it wrong 

I couldn't help admiring Morgan Chi 
remarkably lifelike sketch of the r 
speaker of Taiwan's Legislative Yu 
which accompanied the article Turbule 
ahead [13 Feb.]. Unfortunately, it was a 
markably lifelike sketch of Liang Su Rc 
the outgoing speaker of the Legisla 
Yuan and not Liu Sung Pan, the new 
featured in the article. 
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Out to lunch 
THE 5TH COLUMN Right and wrong 
Feb.] on US Republican party presider 
candidate Pat Buchanan is interesting 
the sense that it gives people in Asia . 
elsewhere an idea about the new think 
within the American conservative ri; 
wing. 

Their complaint that "Asian capital 
is eating our lunch" may be Right in m 
ways. The question is: who's to blame? 
Right has had uninterrupted power in 
US for 12 years. The mess in the US at 
moment, therefore, should be blamed 
the rightwing Republican party. Bucha 
himself has worked with presidents Ni 
and Reagan. The fact that Japan is E 
strangling GM, Ford and Chrysler is ' 
great part their fault. They really neve) 
tervened to stop this bleeding. 








Your Private Jet 
Anytime. Anywhere 


Aeroleasing is at your 
exclusive service for any 
special purpose from 
corporate or leisure 
travel to urgent medical 


evacuation. All vou 





want to fly and leave all 
the travel formalities to 
us. For the ultimate in 
prestige, safety and 
convenience, put 


vourself in the sure 


ar: Philip Bowring 


tonal Editor: Charles Smith; V. G. Kulkarni Deputy; 
1 Greenwood, K. Nadarajah Assistants 


iness Editor: Nigel Holloway; Andrew Waller Deputy; 
W Hubbard, Ed Paisley Assistants 


4s Editor: Michael Malik 
& Society Editor: Margaret Scott; Don Cohn Books Editor 
«s Editor: Pau! Bayfield 
«t Correspondent: Rodney Tasker 
mmational Finance Editor: Anthony Rowley Tokyo 


cialist Contributors: Bob Johnstone Technology; 
than Friedland Finance; Carl Goldstein Industry; 
sae! Westlake Transport; N. Balakrishnan Singapore; 
y Mosher Hongkong; Morgan Chua Cartoons; 

beth Cheng China Trade; Bertil Lintner Burma; 

tael Taylor /nvestment; Tai Ming Cheung 


Director: John Hull; Ricky Hui Deputy; Ringo Chung, 
Leung Assistants 


duction Editor: Pau! Lee; Henry Chiu Deputy: 
vie Law Assistant 


arian: Jan Bradley 
orial Administrator: Lily Kan 


(EAUX 

gkok: Pau! Handley 2511139 

ol: Murray Hiebert 259621 

mabad: Salamat Ali 823349 

arta: Suhaini Aznam, Adam Schwarz 3847814 

ta Lumpur: Michae! Vatikiotis, Doug Tsuruoka 2618252 
tila: John McBeth, Rigoberto Tiglao 5221808/595077 
t Delhi: Hamish McDonald 611326 

ing: Lincoln Kaye 5321550/5321397 

ul: Shim Jae Hoon, Mark Clifford 732-7354 

japore: 2203720 

vel; Julian Baum 502-2359 

(0: Robert Delfs, Louise do Rosario 32708229 
shington: Susumu Awanohara 862-9286 


IER CORRESPONDENTS AND CONTRIBUTORS 


ssels: Shada Islam London: Derek Davies, 

tutta: Jayanta Sarkar James Bartholomew 

berra: Jacqueline Rees Moscow: Sophie Quinn-Judge 
ymbo: Manik de Silva New York: Jonathan Burton 
ka: 5. Kamaluddin Rangoon: M. C. Tun 

eva: Frances Williams Sydney: Alan Deans 

mabad: Ahmed Rashid United Nations: Ted Morello 
imandu: Kedar Man Singh Vancouver: Ashley Ford 


Wellington: Colin James 


WNISTRATION 

lisher: Thomas P. Eglinton 

eral Manager: Mitchell A. Klaif 

»rtising Director: Thomas J. Harter 
keting Services Manager: Sally Walker 
luction Manager: Billy Woo 

ulation Manager: Agnes Ting 

scription Manager: Billy Chung 

pany Secretary: K. S. Tsang 


ihed weekly, every Thu , in Hongkong since 1946. All Rights 

ved. © Review Publishing Company Limited, Hongkong, 1992 
illy-owned subsidiary of Dow Jones and Company Incorporated 

88; 181-185, Gloucester Road, Centre Point, —* 

tl address: GPO Box 160, kong. Cable: A HONGKONG 
HONGKONG Ive, Advertising & Accounts; 
WCIRC HONGKONG Circulation. Telex: 75297 ECWEK HX Editorial, 
" REVAD HX Executive, Accounts & Advertising. 66452 REVCD HX 
‘ation Gam 02 4&£ 7* i Abo? Minn PA 


Erfiteein!- 02 Ë oAnneonin. 02 4C^E1 





What the US needs is a healing govern- 
ment with a sensible foreign policy. One, 
for example, which for the first time in a 
long while understands what's happening 
in Asia. The fact that Buchanan talks about 
the EC becoming a "socialist superstate" 
shows the limits of his vision on the world. 
Although we in Europe have a lot of social 
problems, the economic and social situa- 
tion isn't so disastrous as in the US. We at 
least try to do something about these 


WILLY VAN DAMME 


Doctors ignore AIDS threat 

In the disturbing and uncertain atmo- 
sphere surrounding the disease AIDS, I 
would like to present the following 
vignette. | am not sure as to what conclu- 
sions should be drawn from it other than 
to say it leaves one still disturbed and un- 
certain. 

Last week, in a balmy provincial city in 
Java, I dined with four local general practi- 
tioners. Of course AIDS was one of the 
many discussed topics. Two of my com- 
panions admitted that young people with 
sexually transmitted diseases made up the 
larger part of their practices. In one case, a 
startling number of people below the age 


of 20. Both doctors refuse to give advice 
that, in their view, encourages pre- or 
extra-marital sex. They do not advise their 
patients that condom use may help in 
avoiding such diseases. They do not ever 
mention condoms to their patients! Rather, 
a stiff ig to and a course of pills 
is the modus operandi. Would a young 
depen with a socially sensitive disease 

driven away from doctors by stern 
moralising, | wondered? Another of our 
companions was of the opinion that he 
would rather not have to deal with any 
patients "like that" at all. Here I was as- 
suming the medical profession might be 
on-side and girding up for the battle of the 
millennium! 


Bandung, Indonesia WALTER SLAMER 





Parrot allies of Burma p 
Loincloths and shackles; starvation with 
bullets. This is what SLORC, in its more 
merciful moments, continues to offer the 
Burmese electorate. Some UN and Asean 
personalities see in this a promise for the 
future. Of what? Since so many govern- 
ments and international tions per- 
sist in parroting the Slorcish line — "it's an 





internal matter" — ps it is time to fan 
the embers of the Anti-slavery Society into 
flame once more. 

Chiang Mai ED 


ASIAN DEVELOPMENT BANK 


The ASIAN DEVELOPMENT BANK, a multilateral development finance institution 
based in Manila, Philippines, is seeking a well-qualified and experienced professional 


for the position of: 


HEAD, GOVERNMENT LIAISON AND SECURITY SECTION 


Responsible for monitoring and analyzing the security situation as it affects Bank staff 
both inside and outside the Philippines and for the organization and management of 
the Bank's security and safety policies and programs at Headquarters and the resident 
offices. The incumbent supervises the liaison functions with law and order agencies 
and with emergency services. The Head, Government Liaison and Security must also 
maintain effective relations with senior government officials, embassy officials, staff 
of other local and international organizations as well as Bank staff and Management. 


Applicants should have (a) a degree or equivalent qualification in public or business 
administration, political science or international law; (b) at least ten years' experience 
handling corporate security and liaison with military or police authorities in a corpora- 
tion, government organization or international institution; and (c) possess superior 
inter-personal skills. 
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conditions have since been met. 
However, given that the US is unhappy 
with the results of the Washington- 


Manila bases talks — which will result in 


a sharp reduction of US aid — and the 
proximity to May's Philippine 
presidential election, the World Bank is 
stressing the Hongkong meeting will be 
one for “stocktaking” rather than raising 
money for the economically beleaguered 
country. 
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consulate has been less important to 
US in recent years. The US will conti 
to maintain its consulates in Chiang 

in the north and Ubon Ratchathani ii 
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have had mixed success. And as 
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already has 34 military officers serving 
with the advance UN force in 
Cambodia, and is readying a small unit 
to train Cambodians in mine clearance 
techniques. 


Floating Asset 


As the US navy towed away the 

first of three dry docks as part of 

the rapidly accelerating withdrawal 
from its main Philippines base at Subic 
Bay, the Manila government received 
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Political clean-up 


Asean set to take initiatives at earth summit 








By Michael Vatikiotis in Kuala Lumpur and 
Susumu Awanohara in Washington 





he environment has emerged as 
key issue within Asean, reflecting 
the desire of member countries 
not to be placed on the defensive 
by developed nations ahead of the impor- 
tant UN Conference on the Environment 
and Development (UNCED) scheduled to be 
held in Brazil in June. 

Asean is aware that its own environ- 
mental problems, including deforestation, 
will figure prominently on the UNCED 
agenda. In addition, some Asean states be- 
lieve the environment to be an influential 
factor in political and economic affairs. 
Malaysia and Singapore, in particular, have 
carved out significant positions for them- 
selves ahead of UNCED. 

Reflecting Asean’s preoccupations, the 
fifth bi-annual Asean Ministerial Meeting 
on the Environment (AMME) ended in Sin- 
gapore on 18 February with more of a 
flourish than usual. The meeting adopted 
the “Singapore Resolution on Environment 
and Development,” and an important an- 
nex outlining a common Asean stand at 
UNCED. 

The Asean position lists eight areas 
which it wants addressed at UNCED. These 
include the right to develop and exploit 
their forests on a sustainable basis; urgent 
measures to combat climatic change aimed 
at stemming the emission of “greenhouse 
gases” by developed countries; and the 
transfer of funds and technology from the 
developed countries to encourage environ- 
mentally-sound development. 

UNCED is tasked with reconciling the 
developed and developing world over 
how to balance environmental manage- 
ment with economic growth. The result 
will be the so-called Earth Charter signed 
by over 100 nations and 300 non-govern- 
mental organisations. But in advance of the 
fourth and last preparatory meeting for the 





Malaysia's more con- 
frontational approach is 
also attracting global at- 
tention. Malaysian Prime 
Minister Datuk Seri Ma- 
hathir Mohamad has said 
his country will not attend 
the Rio summit if it looks 
like becoming an occasion 
for bashing the Third 
World. Diplomatic sources 
in Kuala Lumpur say Ma- 
laysian officials have been 
told to argue Malaysia's 
position forcefully at the 
UNCED preparatory meet- 
ings. Their efforts even ex- 
tend to a promotional film, 
estimated to have cost the 
government M$500,000 (US$192,300), 
which will be released in April. 

Malaysia will have an even better op- 
portunity to project itself ahead of UNCED 
if, as planned, environment ministers from 
the developing countries meet in Kuala 
Lumpur after the last preparatory meeting 
in New York. The Kuala Lumpur meeting 
is planned for the end of April and follows 
a similar meeting held in Peking last year. 

Amid the escalating politicisation of the 
environment UNCED is provoking, diplo- 
mats say the Kuala Lumpur meeting may 


CAMBODIA 


Pushed 
aside 


By Ted Morello in New York 
The growing, and 





Mahathir: confrontational. 


seemingly endless, de- 
mands on the UN's resources has 
prompted some of the world body's offi- 


be a significant. "If 
fourth preparatory n 
ing does not reach a; 
ment, the loose ends c 
be tied up in K 
Lumpur," a diplon 
source said. But, he w 
ed that with the key d 
oping countries met 
shortly before the E 
Summit, "they could ; 
up and make progre 
Brazil difficult." 

The high pro 
adopted by both Mal; 
and Singapore reflec 
fact that Asean 
emerged as a regio! 
plete with controve 
environmental issues and is becomin 
creasingly vocal about defending itself 
Singapore Resolution emphasises thi 
stressing a commitment to greater c 
eration in environmental managemen 

One novel proposal is for a fun 
pay for keeping the busy Malacca : 
free of pollution. The joint Malaysian 
Indonesian proposal envisages ha 
countries whose shipping uses the w 
way contribute to the fund. As its st 
however, this could be construed 2 
infringement of free passage provide 
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(Untac), has now spelled out some « 
problems that threaten to throw the 

bitious programme off schedule. 
Alluding to the US$2 billion-plu: 
and the 18,000 military and civilian 
sonnel proposed for Untac, Akash 
mitted that “we are . . . in compe 
with Yugoslavia" for resources. Th: 
Security Council recently authorise 
creation of a protection force to mai 
a tenuous ceasefire in Yugosla 
bloody civil war. UN -Ge 
Boutros Boutros-Ghali has buds 
s 4 
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ler the Law of the Sea. 
Despite the rhetoric of some environ- 
ntal concern groups who have alleged 
t Asean is indifferent to environmental 
ies, the region's governments are alarm- 
by the levels of pollution rapid eco- 
nic growth has generated. This is re- 
ted in the Singapore Resolution by an 
eement to harmonise policies and step 
cooperation on such matters as trans- 
indary air and water pollution. 
Singapore is highly organised in this re- 
ct, which diplomatic sources say reflects 
desire to become a centre of environ- 
ntal service technology in the region. 
ngapore . . . considers itself a model for 
trol and protection of the environ- 
nt," a Western diplomat said. 
Lending credibility to this view was the 
sence of two commercial environmen- 
technology and management shows in 
gapore at the same time as the ministe- 
meeting. 
Despite the confrontational rhetoric 
ird in some quarters, Asean as a whole 
ed at the AMME to endorse in principle 
JS initiative for a "US-Asian Environ- 
ntal Partnership" (USAEP). The idea was 
red by President George Bush on his 
it to Singapore in January, but had to be 
aunched in Washington. 
As announced in January, USAEP in- 
des a fellowship and training pro- 
mme for scholars and senior-level man- 
rs and technology cooperation efforts 
support trade and investment in envi- 
ment-related areas. But the key element 
ikely to be government support for US 
'orts of environmentally related equip- 
nt, services and investment in Asia. 
Although it is far from clear how the 
sh initiative may evolve, it could serve 
a spearhead for the US to create a co- 
rative government-business relation- 
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a rock-bottom, and probably unrealis- 
illy conservative, figure. Akashi, who 
ried out his first comprehensive field 
‘vey in Cambodia in January, de- 
ibed the US$200 million already au- 
ised by the General Assembly for 
tac's start-up costs as "peanuts." And 
ile Untac's mandate is scheduled to 
| out following the scheduled March- 
ril 1993 election, Akashi said Prince 
rodom Sihanouk, head of the four-fac- 
1 interim Supreme National Council 
C), told him that he wanted some kind 


TRI uae Ba ————— aman omm Rs en. datn 


INDIA 


Curse of victory 


Punjab polls alienate Sikhs even more 





By Hamish McDonald in New Delhi - 





he outcome of recent elections in the 

violence-torn state of Punjab has 

been a sweeping success for the cur- 
rent government in New Delhi and a total 
failure for India. It could mean thousands 
more deaths in the years to come, and will 
keep India locked to policies that will fur- 
ther distort its tenuous relations with Paki- 
stan. 

Prime Minister P. V. Narasimha Rao's 
ruling Congress party has been brought 
close to a majority in the central parlia- 
ment, but the alienation of the Sikhs has 
never been so complete and obvious. Only 
about 22% of Punjab's eligible voters 
turned out for the 19 February polling, de- 
spite deployment of nearly half a million 
security personnel in and around the state 
to ensure their safety. 

In hundreds of villages, not a single 
voter turned out. The vast body of the Sikh 
farmers abstained. This was partly out of 
fear: underground militant groups warned 
they would kill the first five people to en- 
ter any polling booth, plus their families. 
But it was also protest. Most factions of the 
Sikh party, the Akali Dal, boycotted the 
election. 

Those that did vote were mostly from 
the Hindu populations in the larger towns. 
The Congress picked up 12 of the state's 13 
parliamentary seats and three-quarters of 
the 117 Punjab assembly seats. The one fac- 
tion of the Akali Dal that was coaxed into 


goslav crisis taking priority over Cambo- 
dia. 

Akashi also conceded that the UN's 
small mine-clearing contingent already in 
Cambodia is encountering problems over 
freedom of movement in Khmer Rouge- 
controlled areas. 

Because they doubt the UN can meet 
its schedule, Akashi said some of his col- 
leagues have suggested postponing the 
election until the spring of 1994. How- 
ever, he noted that the secretary-general 
“wants to adhere to the timetable." 
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Most Sikhs boycott election. 


participating with the promise of leading a 
coalition government won only three seats. 
Its leader, Amrinder Singh, a scion of the 
former princely state of Patiala, must be 
regretting a decision that got him nowhere 
and has exposed him to the threat of assas- 
sination. 

The Congress tally of seats in the Lower 
House of parliament rises to 243 out of 532, 
and with a clutch of splinter groups is close 
to the 267 bare majority line. But the elec- 
tion was supposed to bring Punjab back to 
responsible government after five years of 
direct rule by New Delhi. Few Sikhs will 
regard the incoming Congress state admin- 
istration as at all representative. It is hard 
to see New Delhi turning to redress any of 
the long-standing grievances of the Sikhs 
relating to water, territory, language and 
the desecration of their Golden Temple by 
the army assault in 1984. 

At some stage, the government will 
have to start winding down the huge secu- 
rity presence. Sources put the number of 
army troops deployed in Punjab since early 
December at five divisions, in addition to 
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ration Rhino" against insurgents in Assam, 
20 of the army's 34 divisions have been 
deployed on internal security duty. This is 
deeply unpopular with the army itself. Of- 
ficers are also well aware of dangers to the 
army's reputation from counter-insurgency 
duties, and try to leave the dirty work of 
searches and interrogations to the paramili- 
tary or police. Aware that any future war 
with Pakistan would be fought across Pun- 
jab, the army has been running medical 
camps and other "hearts and minds" op- 
erations to make its presence more benign, 
but looks forward to getting back to nor- 
mal duty. 

All of India's current internal security 
campaigns have brought allegations of 
abductions, torture and execution through 
faked "encounters" by the security forces. 
In Punjab about 4,500 people have died in 
each of the past two years in insur- 
gency-related violence. The militants who 
say they want a separate state called 
Khalistan, based on a fundamentalist 
Sikhism, have put the word out that vio- 
lence will be resumed once the army pulls 
back. 

But in New Delhi, political circles are so 
intrigued by the party numbers game that 
the cost of containing unrest in Punjab, 
Kashmir and Assam is overlooked. The 
cost is not just the bill for the large-scale 
operations. These internal security 
problems have invited Pakistan's covert 
interference and in turn tempted many 
Indians — including senior members of the 
present government — to regard the 
problems as essentially externally created. 
India stays hostage to an endless Indo-Pa- 
kistani tension that only serves to keep 
warriors, arms lobbies, intelligence services 
and religious fanatics in business — and 
keeps the rest of the world wary of involve- 
ment. 

Although he has made a daring start on 
economic reform, Narasimha Rao has 
failed to show innovative thinking on these 
vexed internal-external problems, which 
would involve some genuine devolution of 
power to the affected states. In Kashmir's 
case, as some influential Indians have come 
to accept, popular alienation has gone so 
far that some form of independence or as- 
sociated-nation status would have to be of- 
fered. However, the government and ma- 
jor political parties are unable to accept 
such a solution. 

New Delhi has been pressured on one 
hand by the Pakistan-backed militants and 
on the other by the Hindu nationalist 


Fraud and cover-up 


Carrian returns to haunt Hongkong and Malaysia 


By Correspondents in London and 
Hongkong 


flurry of documents highly damag- 





ing to the Hongkong Government 

and to certain persons in Malaysia 
has emerged from the latest round in the 
seven-year court battle by Malaysian 
banker Lorrain Osman to prevent extradi- 
tion from London to Hongkong where he 
faces charges in connection with the 


based subsidiary of Bank Bumiputra, 

laysia’s second-largest bank. BMFL 

HK$6 billion (US$769 million) in the € 
1980s, mainly as a result of loans to 
Carrian group, a Hongkong boom-to- 
investment vehicle run by entrepre1 
George Tan. 

The documents presented by Osm 
lawyers included letters and a note wri 
by Jalil Ibrahim, a Malaysian sent to Hı 
kong as an internal auditor by B 


Carrian case. 


Osman was chairman of Bumiputra 
Malaysia Finance Ltd (BMFL), a Hongkong- 
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for politics] ands. 
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the Directors have been ignored aa irrelevant. 


Whatever the outcome. of vo orre 
e ikel to embarrass the | 
| , Gor vernment. But another : 
also eum to haunt the outgoing $4 
| : nre E Wilson: « — = the futures. 


Bumiputra to look into the affairs of 
BMFL. Jalil was murdered 14 days i 
these were written. 

The Jalil documents c 
into the possession of 
Hongkong Police and 1 
carry the chop of the Ri 
Hongkong Police Headq 
ters Crime Wing. But theii 
istence had never been 
knowledged. They had, fo: 
ample, never been presente 
evidence at the trial of | 
Foon Than who was fo 
guilty of Jalil's murder. 

Osman's counsel, Ma 
Thomas, claimed in the I 
Court in London that cha 
that had been brought ag; 
Osman were part of a co 
up organised by the He 
kong, Malaysian and Br 
Governments to deflect a! 


where 


agree to dr 


. believed to have been placed. by 
| — Panamanian shell compa; 
t put HK$1 billion ir 





£ ims fund to which brokers co 


| nce Coren ce 





n from those really responsible for the 
FL affair. He claimed that the Jalil and 
er documents had been unlawfully 
thheld. 

Thomas also claimed that 24 pages of 
tements made by the convicted mur- 
rer Mak had been "locked in a safe" and 
thheld both from him and from his de- 
ice team. Thomas said that in the state- 
nts, given to the Hongkong police, Mak 
d claimed that he had been in Hong- 
ng collecting money for the then Malay- 
n finance minister, Tunku Razaleigh 
imzah. 

At his trial, Mak had denied ever hav- 
; made such a statement. Razaleigh was 
oted as saying he had never met Mak, 
iose alleged statement was a conspiracy 
defame and destroy him. The Mak trial 
d several sensational aspects. The crown 
opted the unusual procedure of avoid- 
; committal proceedings by the use of a 
| of Indictment. 

The documents attributed to Jalil made 
merous references to Razaleigh, includ- 
; a Jalil “note for a personal file" which 
scribes Razaleigh as having "created" 
orge Tan. 

The note said there were "stupid at- 
npts to keep Carrian afloat no matter 
w much it costs just to protect political 
»utation." It went on: “The lies and false- 
ods are too much. The directors may 
ve been lazy but the politicians have 
on corrupt...” 

Osman's London lawyers had also been 
ing to obtain the release of 50 Hong- 
ng Government documents, which the 
mgkong Government is resisting. These 
re studied by Lord Justice Wolf, who is 
iring the matter, but he ruled against 
ir release. He also declined to read a 
ther 120 cables and documents. 


According to evidence provided by 
rsons involved in the Ng case, an 
ergency meeting was held at Fanling 
dge, the Hon governor's rural 
reat, on the morning of 6 F 

38 attended by among others the gov- 
ior, the attorney-general, the secretary 


y. 
The meeting resulted in the calling off 
a huge police operation planned for 
tday against ies and individu- 
connected to Ng and his futures trad- 
. About 100 policemen and a team of 
ne 30 accountants from a leading au- 
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Sweetheart 
contract 


A US$3 billion damages suit filed by a 
disgruntled shareholder of the col- 
lapsed Carrian Group against state- 
owned Bank Bumiputra has caught 
both Malaysia's stock market and busi- 
ness establishment by surprise. 
According to a 25 February report 
by Malaysian newsagency Bernama, 
Sinclair Nominees, a minority share- 
holder in Carrian Investments has com- 
menced proceedings against the Malay- 
sian bank under the US’ Racketeer, In- 
fluenced and Corrupt Organisations Act 
(RICO). The suit, filed in a California 
Federal Court earlier this month, named 
Bank Bumiputra, its former chairman 
Nawai Mat Amin and two other uni- 
dentified parties as defendants. 
Sinclair's identity is unknown to 


Carrian's liquidators in Hongkong. 


One of these documents has in fact al- 
ready come to the REVIEW's attention. This 
is a minute of a meeting held between 


Chooi Mun Sou, a respected Malaysian 


lawyer who acted 
Attendance Note (1): as an investigator 
17 January 1985. 10.30am 


Present: 


(Off the record discussion - very frank) 


conspiracy to defraud by using a series of 
nominee companies controlled by him to 


lace orders with Bonsar and Solid — 
had no ability to cover 


owing they 
kde car de charles) move Ai 
them 


A magistrate had issued warrants and 


the operation was about to commence 
when Wilson intervened and called the 


Fanling meeting. 
Instead of proceeding with the investi- 
gation, the H Government did a 


deal with Ng under which he would re- 


pay the money lost over a period of eight 
years but at zero interest — thereby 
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Sir John Bremridge: Financial Secretary, Hong Kong 
Michael Thomas QC - Attorney General, Hong Kong 
Member oí Attorney General's chambers 

Chooi Mun Sou: Committee of Enquiry 


The plaintiff is charging that Bank 
Bumiputra adversely affected the value 
of their stake by colluding to purchase 
properties owned by the Carrian group 
at far less than their market value. The 
properties, situated in Los Angeles and 
Oakland in California and another site 
in Florida, were allegedly bought by 
Bank Bumiputra at nearly US$200 mil- 
lion less than their true market value. 
The allegation is based on an assessment 
by the surveying firm Debenham, 
Tewson and Chinnock. The " 
which are still owned by a nominee 
company of Bank Bumiputra are now 
valued at almost US$1 billion. 

The Kuala Lumpur Stock Exchange 
reacted negatively to the news on 25 
February, shedding 8.57 points to 602.29 
on its Composite Index on an onslaught 
of sell orders tri by the Bernama 
report. The US action also raises the 
spectre of further losses for the troubled 
bank which has wiped out its share- 
holders' funds twice over the past dec- 
ade. m Doug Tsuruoka 


in the Malaysian enquiry in to the BMFL 
affair, with Hongkong's then financial sec- 
retary John Bremridge. 

The minute, which was written by 
Chooi and had been obtained from the 
Malaysian courts, was read in court in 
London. It said Bremridge “said bluntly [to 
be denied]" that a cover-up was 
going on in Malaysia. The docu- 
ment referred to Razaleigh and 
also mentioned an “interven- 
tion” by another Malaysian minister 
through London. a 


“Every burglar and armed robber in 
town would love a law like that,” re- 
marked one officer. Police cynicism 
about the motives of Hongkong’s politi- 
cal and business leaders was further en- 
hanced by the fact that between the Oc- 
tober crash and the 1988 deal, 
Ng's Sino Realty had received a HK$1 
billion credit line from the Hongkong 
Bank 


Although the Ng deal was struck 
four years ago the matter is not entirely 
dead. It is assumed that HK$300-400 
million of Ng's acknowledged liability is 
still outstanding and the newly active 
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US Senate fails to override 


Bush’s China MFN veto 
» The US Senate approved a bill 
attaching conditions to renewal of China's 
most favoured nation (MFN) trading status 
by a 59-39 vote on 25 February, well short 
of the two-thirds majority needed to 
override President George Bush's 
mised veto. The House of 

Representative has already voted in 

vour of the same bill with a veto-proof 
majority, but without a similar majority in 
the Senate, Congress cannot override 
Bush’s veto. 


Jakarta bars Portuguese 


peace ship 

> Indonesia on 25 February declared its 
territorial waters closed to a Portuguese 
“peace ship" sailing from Lisbon to East 
Timor, a former Portuguese colony. The 
ship's passengers, including some 100 
overseas Timorese and journalists, intend 
to lay flowers at Dili's Santa Cruz 
cemetery, where at least 50 Timorese 
demonstrators were killed by troops on 12 
November 1991. The ship is scheduled to 
enter Indonesian waters some time in 
March. Earlier, East Timor military 
commander Brig.-Gen. Theo Syafei said 
those on the peace ship would be arrested 
if they attempted to land as scheduled in 
East Timor. Syafei called the trip a 
"deliberate provocation." 


Malaysia's sultans call 

for code of conduct 

> Amid allegations of interference by 
Malaysia's sultans in politics and 
business, a senior delegation of the ruling 
United Malays National Organisation 
(Umno) has presented a memorandum to 
the state sultans listing the alleged 
grievances. The delegation, led by Umno's 
three vice-presidents, met the Malaysian 
king on 24 February and had a follow-up 
meeting with the other rulers the next 
day. In response, the sultans have 
proposed a written code of ethics 
governing their conduct to be drawn up 
by Umno and tabled at a conference of 
rulers scheduled for June. 


Thais. Laotians 


agreement under which Thailand will 
help underdeveloped, landlocked Laos 
expand its tourism industry. Bangkok also 
told Khamtai, a former defence minister 
who became premier last year, that 
Thailand would reduce its tariffs on 
processed Lao wood products to 
encourage bilateral trade. 


Japan premier buys 

time with reform plan 

> Prime Minister Kiichi Miyazawa 
announced that the Liberal Democratic 
Party will propose reapportioning of 
some Lower House seats and new 
restrictions on political donations in 
March or April, and present a 
comprehensive plan for electoral reform 
in November. Japan's Supreme Court has 
ruled that, owing to electoral imbalance, 
recent parliamentary elections are 
technically unconstitutional, though it 
did not challenge their validity. The 
short-term reform proposal is intended to 
counter opposition parties' plans to 
present a stronger joint bill during the 
current parliamentary session. 





Washington lifts 
curbs on China firms 
> Washington has lifted sanctions 


against two Chinese companies accused 
of selling tactical surface-to-surface 
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the Missile Technology Control Regim 
Foreign Minister Qian Qichen on 1 
February sent a letter to Washington 
confirming the fact. 


Ex-Australian PM 
quits parliament 
> Former Australian 
prime minister Bob 
Hawke resigned from 
parliament on 20 
February, barely two 
months after he was 
ousted from the 

ruling Labor Party 
leadership and the 
prime minister's job 

by his former 
treasurer, Paul Keating. 





Hawke. 


Taipei showdown 
put off after talks 


> The ruling Kuomintang has avoide 
showdown with the opposition by 
postponing yet again a decision on 
whether to ban the Democratic 
Progressive Party for advocating 
independence for Taiwan during 1991 
national election campaign. In a last- 
minute truce, senior leaders from both 
parties met on 22 February for the firs! 
time in four months to discuss their 
differences. The standoff allowed 
Taiwan’s parliament to open without 
incident, giving Premier Hau Pei-tsun 
first opportunity to deliver a report on 
government work without interference 
by opposition lawmakers. In a related 
development, about 20,000 people tool 
part in a march in Taichung city on 
23 February to demand, among other 
things, the abolition of the island's 
sedition laws and the holding of a 
referendum on Taiwanese independer 


Pyongyang's nuclear 
progress worries US 

> The US Government believes Nortl 
Korea may be only months away fron 
having a nuclear-weapons capability, | 
Washington Post reported on 23 Februz 
The announcement, by unnamed 
administration officials, is the latest in 
series of press leaks that show the der 
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Goh's political test 


n 17 August last year — two 
weeks before Singapore's general 
elections and well before nomina- 
tions were filed — Prime Minister 
ih Chok Tong announced that he would 
Id by-elections in "12 to 18 months' time 
er the new government has settled 
wn." Goh was responding to a peculiar 
‘al situation. 
While there was no doubt that the rul- 
; People's Action Party (PAP) would be 
urned to power in the general election 
as the opposition parties had decided to 
ntest only a few seats — Chiam See 
ng, the MP from the Singapore Demo- 
itic Party, had said he was treating the 
tls as by-elections so voters could elect 
position candidates without depriving 
' PAP of power. 
Moreover, Workers’ Party leader J. B. 
'aretnam had charged that the PAP had 
led snap polls so that he could not con- 
t them. Jeyaretnam had been barred 
m running for elections in 1986 for five 
ars, or until 10 November 1991, because 
his conviction in a complicated legal 


ie. 
While Goh's strategy was to rebut the 
arges by Chiam and Jeyaretnam, he had 
o said that by-elections were necessary 
the snap polls had not allowed the PAP 
complete its "renewal plan" of bringing 
enough new candidates. Now Goh faces 
dual challenge. First, he will have to 
rsuade some sitting MPs to resign, not 
easy task as it will be seen as political 
grace by the affected MPs. Second, by- 
ctions could also result in opposition 
ns and dilute the PAP’s 77-4 majority in 
rliament. 

Goh faces an obvious dilemma. Not to 
ld by-elections could be regarded as a 
s of face for him. And yet to go through 
th the promise and lose some seats could 
seen as a political mistake. 

Singapore has held 27 by-elections since 
lependence in 1965. However, the last 
? in November 1981 saw Jeyaretnam's 
ry into parliament. Since then, the PAP 
; been allergic to by-elections, as seen by 
unwillingness to hold them despite the 


By Bilveer Singh 


constituencies, whether a Single Member 
Constituency (SMC) or a Group Represen- 
tation Constituency (GRC) of four contest- 
ants on a single slate is involved and the 
backdrop of the prevailing politico-eco- 
nomic environment. If only one SMC is up 
for grabs, there are greater chances of the 
PAP losing. The ruling party could fare 
better if more than one seat is at stake and 
at least one GRC is involved. 

In view of these odds, Goh might be 
tempted to limit the potential damage to 
the PAP by holding a by-election for only 
one seat. This would make good his 
promise, with a possible loss of only a 
single seat. If Jeyaretnam wins the seat, 
then he will have returned to parliament 
through Goh's magna- 
nimity. 

However, this would 
not fulfil Goh's plan of 
PAP renewal. At the last 
elections, the PAP fielded 
only 11 new candidates 
against a plan for 16 to 18 
hopefuls. 

The PAP could split 
the opposition by in- 
volving at least one 
SMC and one GRC. In 
that event, Jeyaretnam 
and his party would 
want the four GRC 
seats. And if they won 
them, Jeyaretnam would 
emerge as the parlia- 
mentary opposition 
leader — something both 
the PAP and SDP would 
like to prevent. Better still 
for the PAP is to call for 
polling in, say, three 
GRCs. This would allow 
more new PAP candidates 
to take part in the contest, while also 
making it difficult for the opposition be- 
cause they would be hard pressed to find 
enough credible candidates. Even in the 
unlikely event of the opposition forging an 
electoral alliance, the PAP would have an 
edge. 





budget debate 


cession in the West could well hurt Singa 
pore’s economy later this year, the soone 
the polls are held the better from the PA 
point of view. Goh might also want t 
capitalise on a series of recent events fo 
which he can claim credit. These includ 
the visit by US President George Bush anı 
the deal on US naval facilities in Singapore 
the successful Asean summit and th 
country's generally good relations wit] 
Malaysia, Indonesia, China and India — 
which create a positive resonance with th 
local multi-ethnic electorate. 

The sudden reversal in local media re 
portage about the economic situation con 
fronting Singapore could also be an at 
tempt to create a positive public image o 
the government. Fron 
October to Decembe 
1991, the government re 
vised downward thi 
country’s growth projec 
tions. Yet, beginning ii 
early February the medi; 
took a more up-bea 
view, emphasising in 
creased foreign invest 
ments in the country a: 
well as the rise of tota 
trade compared to previ 
ous years. 

The longer Goh waits 
the greater the chances o 
mistakes being made anc 
of controversial policie 
being introduced whicl 
could cost the PAP valu 
able votes. By-election: 
could be called, at thi 
earliest, immediately af 
ter the budget debate ir 
March. With the budge 
another lever in the 
hands of the PAP — anc 
after promising the electorate it will bx 
painless — the party could comfortably 
romp home in the polls, and effectively enc 
questions about Goh's political future. 

However, if Goh miscalculates anc 
stumbles, the by-elections could signal the 
beginning of his political end. If he fails the 
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Crumbs for the poor 


Wage earners fall behind in wealth distribution 





By Philip Bowring in Hongkong 
significant shift in the distribution 
of income and wealth in Hongkong 
seems to have taken place over the 

past few years. 

REVIEW research suggests that the ma- 
jority of people have gained little from the 
advances in per capita GDP over that pe- 
riod. Instead, the gains have gone prima- 
rily to owners of capital and secondarily to 
acquisition of assets by the government, 
the ultimate beneficiary of which cannot 
be judged. 

If nothing else, the facts are likely to 
add further fuel to the debate over the 
government's scheme to increase the im- 
port of foreign labour. Although this 
scheme is modest it has met surprisingly 
strong antipathy from unions, which have 
sunk their deep political differences to op- 
pose it, and from the public which — ac- 
cording to opinion surveys — is almost 
universally hostile. 

The labour import scheme is seen by 
its promoters as leading both to a higher 
economic growth rate and to an easing of 
Hongkong’s inflation rate. The problem is 
real enough. Hongkong has been suffering 
from a sickly combination of high inflation 
and low growth. Inflation averaged 7.4% 
over the past four years whereas GDP 
growth averaged 4% per year during the 
same period compared with an annual rate 
of 7% for the preceding decade. 

But closer examination of the figures 
suggests that Hongkong's problem is not 
one of labour shortage pushing up real 
wages and endangering the colony’s inter- 
national competitiveness. Instead both 
nominal and real wages have lagged. 

In fellow Asian newly industrialising 
countries Taiwan and South Korea, rapid 
wage increases in real as well as nominal 
terms have been accompanied or closely 
followed by sharp increases in productiv- 
ity. The same does not appear to have 
taken place in Hongkong despite — or 
perhaps because of — the special advan- 
tages Hongkong enjoys from its closeness 
to the booming economy of south China. 








Small increase in manufacturing wages. 


have been growing at less than half the 
rate of the CPI since 1987. Inflation would 
seem to be driven by domestic factors. 

The most talked about domestic trend 
is the structural change in the economy 
brought about by the relative decline in 
manufacturing as industries have moved 
to China and as the general boom in China 
trade has boosted the service economy. But 
why has this produced such a modest gain 
in real wages when it should have been a 
once-in-a-lifetime opportunity for wage 
earners to trade up? 

What is clear from official statistics is 
that incomes of the salaried managerial 
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(excluding top management) and pr 
sional class have been rising particul 
fast — perhaps reflecting a shortage cat 
by emigration at least as much as che 
in the structure of the economy. Salari 
real terms rose on average a remark 
65% between 1983 and 1991. 

Even for employees who stayed in 
same job in the same firm, neither b 
promoted or taking advantage of dem 
to get higher salary by changing jobs, 
figures show a real increase in income 
27%. 

Although no official data is avail 
anecdotal and management consul 
evidence suggests that real incomes for 
managers and self-employed professio1 
such as doctors and lawyers, rost 
steeply as the salaries of their mic 
management counterparts. 

This increase in the share of middl 
upper income brackets in total earn 
appears to have been one factor in 
housing price boom. Another has beer 
(related) one of the civil service's en 
ragement of home ownership thro 
subsidy schemes. The 1991 governn 
survey shows almost 40% of sala 
managerial and professional people 
housing benefits. 

In contrast to the boom in real sala 
the overall real wage index advanced | 
14% between 1982 and 1991 with the g 
mostly in higher paid sectors like finar 
services. Average real wage rates in 
manufacturing and trade sectors rose 
only 10% between 1982 and 1991. W 
increases in transport, business and 
sonal services were much greater — 
up. 
But the first two categories repre 
nearly 60% of total employment, even ; 
taking account of the decline in mant 
turing. Actual earnings rose faster | 
wage rates, but that was because of loi 
working hours. The poor progress of 
wages is even more stark given that Hi 
kong's terms of trade have edged up 
since 1987. 

One of the brighter aspects of Hi 
kong's performance has been an appe 
move out of labour-intensive low pro 
tivity manufacturing sectors as indus 
moved their low-skill operations to Cl 
The ability to shift to a low-wage 
which is really a suburb of Hongkor 
very much easier than any low-wage 
tions available to Taiwan or South Ko 
manufacturers. But most of the bei 
from this seems to have gone to the ow 





ants to low-wage Guangdong. 

Hongkong's other distinguishing fea- 
re is that the real cost of capital remains 
w — even by Taiwan standards and way 
‘low South Korea's. This ought to be en- 
uraging industry to invest directly in 
oductivity gains in Hongkong itself. But, 
r whatever reason, this is not happening 

the same extent as in neighbouring 
'untries. Nor are average Hongkong 
orkers receiving the real wage gains that 
eir counterparts have enjoyed, despite 
e fact that the colony's labour shortage is 
least as severe as in Taiwan and much 
ore evident than in South Korea. 

The lag of productivity raises another 
iestion. If a severe labour shortage does 

little for productivity, would imported 
»our not make things even worse, par- 
ularly if concentrated in low skill but 
ugh jobs such as construction? 

In practice, the numbers involved — 
„000 to date and another 12,000 planned 
- are probably too small to make much 
fference either way, whether in depress- 
g real wages or inflation. They are small 
mpared, for example, with the job losses 

manufacturing over the past four years, 
large part of which is attributable to the 
ovement of factories to China. Manu- 
cturing employment in mid-1991 was 
1,000, a fall of 180,000 in four years, and 
yw accounts for just 25% of employment. 

A complicating factor in the debate over 
ages is the possibility that GDP figures 
iderstate Hongkong's real income by 
t taking account of huge profits being 
rned by Hongkong entrepreneurs in 
uthern China, and the capital flow — 
uch of it illicit — from mainland indi- 
duals and entities into Hongkong. It is 
so true that real earnings have been 
owing faster than wage rates. This points 

longer working hours resulting from 
»our shortages, and the result should be 
make workers richer than the wage rate 
ita suggests. 

Nonetheless, whichever way one looks 
it, the average worker's share of national 
come has been falling behind. The gap 
iplies not only to managerial salaries and 
ofessional incomes, but also to the shares 
capital and the government sector. Both 
ve widened at the expense of wage 
rners for at least the past decade. 

No overall figures on business profits 
2 available after 1988 when gross ope- 
ting surplus was 48% of GDP having last 
aked at 49% in 1981 and then declined 
43% in 1985 before recovering. Certainly 
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through institutions such as pension funds 
is growing rapidly but from a small base, it 
must be concluded that most Hongkong 
people have not been benefiting from asset 
price inflation. Indeed, most small savings 
are channelled through the banking system 
where returns, thanks to high inflation and 
big lending spreads, have been negative for 
the past five years. 

Another drain on average disposable 
incomes has been the government's budget 
surplus, which in the current fiscal year is 
likely to reach 2% of GDP. A squirrel 
mentality, combined with fears about the 
cost of the airport, has led to a tight cap 
being put on spending, particularly on so- 
cial outlays such as health and education 
which have the most direct bearing on 
average workers. The surplus has, how- 
ever, been largely generated by the prop- 
erty boom, which effectively taxes new 
owners and rewards existing ones. 

Property price inflation also only bene- 
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the only bright spot of wealth distribution 
However, the scope for further rapid ir 
crease is constrained by affordability é 
current high prices. In any case, the rate « 
household formation will fall as the popt 
lation age structure changes and the scop 
for smaller households — now there ar 
only 3.4 people per household compare 
with 3.9 a decade ago — diminishes. 

Another factor which will cap hom 
ownership is that 37% of the populatio 
now lives in relatively low rent publi 
housing — from which many would b 
reluctant to move even if they could affor 
to do so. 

Rents in public housing have been ri: 
ing more slowly than nominal wages, s 
public housing remains an important fa 
tor in mitigating the effects of increase 
income disparities. But they are a sensitiv 
issue. Indeed, the question of income an 
wealth distribution is likely to be a cor 
tinuing hot topic in an increasingly polit 
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Out of order 


ouharto says no to military voting 


By Suhani Aznam in Jakarta 


suggestion that Indonesian armed 
A forces (Abri) personnel be allowed 

to vote and stand as candidates for 
‘he legislature in the coming general elec- 
‘ion, for the first time since the New Order 
regime came to power in the late 1960s, 
nas been unambiguously dismissed by 
President Suharto. Political participation by 
Abri could cause divisiveness in the mili- 
‘ary, Suharto said during an address to 
»articipants attending a course at his Tapos 
ranch near Bogor on 16 February. 

When the military in other countries is 
lissatisfied with some decision or policy it 
yas been known to resort to force, Suharto 
voted. "This means a coup,” he said, add- 
ng, “let us not have that happen here." 

The suggestion that Abri personnel 
should be enfranchised was made by re- 
ired deputy army chief of staff Sayidiman 
suryohadiprojo at a seminar in February. 
dis comments represent one of the few 
yecasions a senior military figure has pub- 


CHINA 


licly expressed such a view 
— though he is by no 
means the sole exponent of 
the idea. 

Sayidiman's suggestion 
hits at the very foundation 
of Abri's role as guardians 
of security and socio-politi- 
cal stability. Any political 
involvement by Abri, his 
critics argue, could under- 
mine the military's cohe- 
siveness through the crea- 
tion of internal factions as 
individuals leaned towards 
different parties or person- 
alities. Indeed, the drafters 
of Indonesia's 1945 inde- 
pendence constitution, and the subsequent 
theoretical underpinnings of the New Or- 
der instituted after the 1965 communist 
coup attempt, were careful to enshrine 
Abri's role as the stabilising force behind 
Indonesia's development. 

Given such power and influence, it is 


Reformist bandwagon 


By Lincoln Kaye in Peking 


economy" as a "beneficial 
supplement" to China's 





Suharto: divisive. 


perhaps ironic that the defenders of 
nation do not enjoy the right to vote — 
least because other citizens are compe 
by law to cast their ballot. Instead of be 
granted the right to vote, however, / 
receives an automatic allocation of 100 | 
liamentary seats — 25 of which it has 
luntarily relinquished to other polit 
parties and groups — 
promote its views and 
sure the military's inter 
are upheld. Further, i 
more importantly, Abri 
timately acts as the final 
biter in the event the e» 
ing status quo is thr 
ened. 

Nevertheless, West« 
educated intellectuals 
main wary of the milita 
all-encompassing presei 
not just as holders of po 
cal office in the centre ; 
provinces, but also as be 
ficiaries of various att 
tive posts and positi 
created by Indones: 
growing economy. However, other 
servers point to a lessening of official px 
for the military, noting that while dis! 
heads are often still ex-officers, fewer g 
ernors and ambassadors are drawn fr 
Abri. 

Meanwhile, several retired Abri | 


cated. Exploitative phenomena will 
main for a long time. What is imr 
tant is to direct it into channels that 
permitted according to policy." 

The article is, to date, the most « 
matic in a series of 
formist commentaries 
pearing in the official : 


For the first time since the communists 
came to power in Peking in 1949, China's 
official media have overtly called for 
adoption of capitalist methods and mo- 
dels. The call is all the more shocking be- 
cause of its context: a front-page opinion 
piece in the People's Daily, a bastion of 
hardline opposition to paramount leader 
Deng Xiaoping’s reformist faction. 
During China's intermittent Left-ward 
lurches, Deng and his supporters had 
previously been purged as "capitalist 
roaders." Even during the heyday of eco- 
nomic reform, in the early 1980s, pro- 
gressive leaders described their innova- 
tions as merely introducing "market 
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“nascent” socialism. 
Although “the Work- 
ers’ Movement and Marx- 
ist Thought are on the rise 
and the crisis of capitalism 
deepens by the day,” the 
People’s Daily commentary 
said, still a few capitalist 
techniques might be 
worth emulating. As ex- 
amples, the article cited 
contractual production, 
rental markets, open bid- 
ding for projects, enter- 
prise mergers and equity 
issues — all hallmarks of 


K^lassnm o somhinasinae annmamic rofomes 





Deng: ‘boldness in reform.’ 


dia. Barely a month : 
newspapers and ra 
and television broadc 
had been full of c 
warnings about “peac 
evolution" — 
hardliners' code-word 
Western economic é 
political encroachm: 
But now, the media tr1 
pet “boldness in refoi 
and denounce such wi 
ings as "formalism" 
code-word for leftist d 
matism). 

So far, the reforn 
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nnel, from generals down to the rank- 
id-file, have joined the Indonesian 
mocratic Party (PDI) — a development 
e PDI has chosen not to overly emphasise 
yond saying the former servicemens' 
perience is a great asset to the party's 
mpaign. More than 15 former military 
rsonnel have been listed as PDI candi- 
tes and are described as being very ac- 
‘e by the party's secretary-general Nico 
iryanto. "They joined us without any 
rsonal expectations [for office], but their 
ganisational skills put them well ahead 
others," Daryanto said. 

These developments drew fire from 
me Affairs Minister Rudini, who said 
ile there were no regulations that barred 
ired military personnel from taking part 
politics, convention dictated that they 
ould support the establishment Golkar 
oup. 

The decision of a handful of former 
Jri personnel to support the PDI serves as 
oblique message — albeit one crafted 
t to offend Suharto's sensibilities or dig- 
ty. By quietly throwing their support be- 
id the PDI instead of Golkar, or simply 
staying politically neutral, these former 
rvicemen have indicated that Abri's sup- 
rt for the status quo should not always 
taken for granted. Observers also said 
eir action indicated the counter-currents 
at flowed just below the often deceptive- 
smooth waters of Indonesian politics. 88 


uld be read as hints of more concrete 
ts to come. Recent People's Daily edi- 
dals have pointed out that innova- 
'e boldness carries with it the risk of 
lure, and that even abortive reforms 
ould not be held too severely against 
? officials that advance them. Could 
is be "poe observers wondered, 

the bilitation of Zhao Ziyang, 
"mer party general secretary, and his 
lowers purged in the wake of the 
ne 1989 Tiananmen massacre? 

On the other hand, some of these 
mmentaries also urged that cadres be 
ld accountable for such faults as 
reliction of duty and sheer incompe- 
ice — never before ds for career 
nctions against officials. Analysts 
ndered w the current crop of 
mmentaries could set the stage for 
rsonnel shifts before too long. 

A researcher at a government think- 
1k likens the current media rumblings 

the drum roll that heralds the en- 
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Uncle Sam intervenes 


Hanoi falls foul of US aircraft embargo 





By Gordon Fairclough in Washington and 
Michael Westlake in Hongkong 


fforts by a number of Asian and 
E European airlines to find loopholes 

in Washington's embargo on the 
use by Vietnam of US-made or US- 
equipped aircraft appeared to have 
foundered in the face of vigilant monitor- 
ing by the US authorities. But while the 
transfer of aircraft, or even notional control 
of them, to Vietnam is prohibited under 
the US trade embargo, it appears that the 
transfer of revenue earned on joint services 
is allowed. 

Thus Malaysia Airlines and Philippine 
Airlines, among others, run joint services 
with Vietnam Airlines, using their own 
aircraft and a mixture of Vietnamese air 
traffic rights and those held by their own 
governments. Under this type of arrange- 
ment, revenues are shared between Viet- 
nam and the foreign partner. 

Cathay Pacific Air- 
ways, which has been 
operating a joint service 
with Vietnam Airlines 
between Vietnam and 
Hongkong with aircraft 
chartered by the Viet- 
namese side, has been 
less fortunate. Cathay 
originally planned to use 
only its own aircraft for 
the joint service but 
included Vietnamese- 
chartered aircraft when 
it appeared that the US 
might be willing to 
allow this. Cathay now 
seems likely to revert 
to its original plan, ope- 
rating with its own aircraft and with a 
Boeing 737 chartered from Dragon Air- 
lines. 

Cathay's experience follows a familiar 
pattern. In mid-Feburary Bulgaria's JES Air 
was forced to back out of its agreement to 
charter an Airbus A310 to Vietnam Airlines 
for flights between Ho Chi Minh City and 
Hongkong after the US company from 
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Joint service problems. 


ment might violate the embargo because 
the plane in question has US-made engine: 
and flight controls. JES Air, however 
maintains that the arrangement was withir 
the bounds of US law. 

What is critical in the eyes of US en 
forcement officials is that Vietnam mus 
not gain operational control of the aircraft 
Hodges emphasised that the aircraft wa: 
manned by a JES crew and under JES con 
trol at all times. 

The US commerce department has s« 
far declined to comment publicly on th« 
legality of the JES charter arrangement 
which is nearly identical to one involving ¿ 
Boeing 737 operated by the Swiss carrie 
TEA Basel on Vietnam Airlines services 
No public action has been taken by the de 
partment against TEA Basel. 

The US has long taken a hard line ir 
enforcing the embargo, which has been ir 
place since 1975. Reports early last yeai 
that the commerce department had giver 
its approval to a leasing 
deal proposed by Scan 
dinavian Airlines Sys 
tems (SAS), however 
stirred hopes that it wa: 
being loosened. 

SAS had agreed tk 
lease Vietnam a Boeing 
767, along with its cock 
pit and cabin crews. Th« 
plane was to fly from 
Bangkok to Ho Ch 
Minh City and back be 
tween flights from Eu 
rope to Thailand. The 
Vietnamese pulled ou 
of the deal, though so i 
is not known whethei 
the US would have al 
lowed it to go ahead. 

A US Government official said tha 
any deal involving US-built or US 
equipped aircraft “that transfers control tc 
Vietnam is illegal.” Whether or not the 
charter arrangements had been clearec 
with US officials is a moot point — cer 
tainly, Cathay cleared its own side of it: 
joint services with Washington. JES Air re 
slat ch khad Anns 
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A slice for everyone 


Crime and politics mix for profit in Bihar 


By Pamela Yatsko in Patna, Bihar 


owards the end of December 1991, 
l the Sawarna Liberation Front, a 
private army financed by land- 
owning upper caste Bhumihars in Bihar, 
raided two villages south of Patna and 
massacred 10 members of the Maoist 
Communist Centre, a group supported by 
untouchables, who traditionally provide 
field labour for the Bhumihars. On 12 Feb- 
ruary, the Maoist Centre struck back: it at- 
tacked the Bhumihar hamlet of Bara and 
executed 39 men. 

Private armies have in fact been banned 
by Bihar Chief Minister Laloo Prasad 
Yadav, but this is easier said than done in 
a state that is the very heartland of India's 
gangster raj. 

All political and caste groups in Bihar 
routinely rely on muscle, mostly of the 
criminal kind. Some 35 of Bihar's 325 legis- 
lative assembly members are well-known 
criminals whose offences range from rob- 
bery and extortion to kidnapping and 
murder. Many legislators rely on thugs to 
rig elections in exchange for protecting ille- 
gal rackets. This mix of politics and crime 
has had a devastating impact on India's 
second most populous state. Law and or- 
der and economic development have suf- 
fered, caste hostilities aggravated and the 
electoral process openly undermined. 

Winning an election in Bihar without 
the help of criminals is next to impossible. 
Hence, none of the state's major parties — 
the ruling Congress party, the Bharatiya 
Janata Party (BJP) and the Samajawadi 
Janata Party (sjP) — hesitates to offer 
criminals a party ticket when necessary. 
Nor do they shrink from using gun-toting, 
bomb-throwing supporters to capture poll- 
ing booths, stuff ballot boxes and intimi- 
date voters and rival candidates. 

Under the administration of Laloo 
Prasad, the alignment of Bihar's political 
and criminal forces has become more bla- 
tant and caste-based than ever. He took 
power in 1990, determined to end the 
state's traditional upper caste domination 
over the Yadavs — a peasant caste — and 


adio anas Los "m onmhee a sho asc n Tus "tw eco aft 





All parties need criminals to help. 


700 polling booths to get into office. He is 
also the prime suspect in the murder of 
two SJP supporters and the attempted 
murder of the sjp candidate in the 
Madhepura parliamentary by-election in 
November 1991. That candidate, a high- 
caste Rajput named Anand Mohan Singh, 
is the other mafiosi. Making no pretence of 
impartiality, Laloo Prasad said on TV that 
only Yadavs should contest Madhepura — 
a traditional Yadav stronghold — and 
warmly thanked Pappu Yadav for his 
"help" during elections. 

The services of local gang leaders like 
Pappu Yadav do not come cheap. Payment 
can be in cash — the capture of a single 
polling booth at election time commands 
Rs 10,000 (US$388) — or in kind. Accord- 
ing to one official, state legislators regu- 
larly put pliable officers in charge of their 
constituency's police stations. For a share 
of the spoils, the police will give their mas- 
ter's thugs a free hand in illegal activities 
and caste-based vendettas. 

Not surprisingly, the law of the gun 
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also had high economic costs. Numer 
businesses have either closed down or | 
the state rather than pay the "terror t 
extorted by protected gangsters. The h 
Bihar Rubber Co. moved its operation: 
West Bengal and Orissa, and at least 
other businesses have closed shop. 

Since patronage by legislators of 
takes the form of lucrative public-wc 
contracts, much of the state's developm 
money has gone directly into crimi 
pockets. A Bihar official estimated tha 
1985-90 contractors cheated the state 
Rs 3 billion through non-competitive | 
ding. Project specifications and costs w 
often exaggerated. In the Durgawati re 
voir project, for example, the contra 
chosen to build the spillway would h 
turned the Rs 190 million undertaking i 
one worth almost twice as much had 
authorities not exposed him. 

Yet another source of profit in Biha 
the "transfer and posting" racket, wher 
government officials pay for potenti. 
lucrative postings. The price of the post 
often depends on the anticipated ille 
earnings. Assignments to districts v 
abundant industry and public-wo 
projects command a premium, since t 
offer better opportunities for protect 
money and siphoning off public funds 

A plum posting — for example, pc 
chief in Dhanbad, the centre of Bih 
coal mining industry — would cost u} 
Rs 200,000. Other popular jobs incl 
chief engineer in the Public Works i 
Water Resource departments and h 
medical officer in Bihar's 38 districts, wł 
selling medicines on the black mat 
provides much of the booty. 

Laloo Prasad said on entering offio 
1990 that corruption had “cheated the p 
ple of over 50% of the development w 
that would have been possible with 
outlay provided since independence.” ' 
consequences of this are painfully ap] 
ent. Bihar’s economic growth is at a sta 
still, up only 0.05% in 1988 (the last a 
able figure). Its literacy rate is the lowe: 
India — 38.5% against a national aver 
of 52.11% in 1991. Half of Bihar's 86 mil 
people, compared with 37% for India . 
whole, exist below the poverty line. 

The costs to democracy, however, 1 
be highest of all. As far back as 1985, 
Election Commission in New Delhi 
served that Bihar's elections did not re 
the will of the people. Yet the situation 
only gotten worse. Now, instead of sei: 
individual voting booths, local muscle 
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vew Asia hands 


ate Department set to shuffle top envoys 


Susumu Awanohara. in Washington 


` n a shuffle of senior US diplomats, Sec- 
retary of State James Baker has de- 
. cided to put a Japan expert in charge 
iis department's Asia policy. Although 
se changes are due mainly to domestic 
| departmental political reasons in a 
sidential election year, they could en- 
ice the execution of a coherent US policy 
Asia and stabilise the volatile relations 
ween Tokyo and Washington. 
William Clark, currently ambassador to 
ia, is to become Baker's "Assistant for 
a" — a revamped title for the assistant 
retary of state for East Asia and the Pa- 
7, The incumbent, Richard Solomon, has 
n offered the ambassadorship to the 
lippines. The high-profile US Ambassa- 
to the UN, Thomas Pickering, is slated 
'eplace Clark in New Delhi. Pickering 
; very effective in the UN slot, but his 
‘ged propensity for 
ndstanding and seeking 
media spotlight was 
»wn to have earned 
er's disapproval. 
Republican Party 
rces say that former 
Trade Representative 
IR) Clayton Yeuter was 
ently sounded out 
ether he would like to 
imbassador to Japan, an 
r he declined. Despite 
fact that Yeuter has had 
take a strong line on 
le ties with Japan, the 
r to him — who had 
ed the Republican na- 
ial committee to head 
re-election effort of President Bush — 
; made for internal party politics. Cam- 
mn strategists wanted to remove him 
n the re-election effort. In the event, 
iter was accommodated in a senior 
ite House job created for him. 
l'here is also renewed talk that US Am- 
sador in Tokyo Michael Armacost may 
eplaced soon, particularly now that he 
many other US ambassadors have 
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Baker: personnel changes. 


not rule out an impact on Asia policy. 

As one of Clark’s deputies, Sandra 
Kirstoff, a veteran negotiator at the office 
of the USTR with a great deal of Asia expe- 
rience, has already moved to the State De- 
partment to fill the post of deputy assistant 
for economic policy, which had remained 
vacant for some time under Solomon. 

Whereas Solomon is a China expert by 
academic training, Clark’s long diplomatic 
career has centred on Japan, including 
stints as deputy chief of mission in Tokyo 
and deputy assistant secretary for North- 
east Asia, dealing with Japan and Korea. 

Solomon never made it into Baker's 


inner circle of aides, nor did he show lead- | 
ership in inter-agency debates on key | 
Asian issues, critics say. Thus the State 


Department, compared to other Washing- 
ton agencies, has played relatively minor 
roles in US policies towards Japan, China, 


Korea and the Philippines. Solomon some- | 


times described himself 


Cambodia." Opinion is di- 
vided on whether Solomon 
is being blamed for Bush's 
Asia trip in early January, 
which received  over- 
whelmingly negative re- 
views in Washington but in 
which Solomon had little 
involvement. 

Although some officials 


job — which he has not yet 
be important in making a 


fresh start in US-Philippine 
relations after last year's 


bases talks, it is not seen as | 


a reward. “The major bilateral issue [of the 


bases] is already resolved — albeit not to | 
our liking — and the Philippines has been 


relegated to the backwaters of US diplo- 
macy," one expert said. 

Baker is said to think highly of Clark. In 
fact, the two met when Clark was acting 
assistant secretary for Asia for half-a-year 


at the start of the Bush administration in | 


1989 (before solomon came in) and was 
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Siam Inter-Continental Hotel 





understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 
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The DAP dilemma 


Lim Kit Siang's party has served democracy well, but needs to broaden its 
base and outgrow its roots in the Chinese community 

















By Michael Vatikiotis in Kuala Lumpur 
Malaysia's opposition De- 
AQ (DAP) marks a quarter cen- 
tury of existence no nearer 
tinuing a tradition of parliamentary oppo- 
sition rarely seen any more in the region. 
party still in opposition in the region,” sug- 
gests a DAP MP. 
ethnic and ideological politics of peninsu- 
lar Malaysia in 1966, still struggles to 
racial equality and democratic socialism. 
But, in a region where economic prospe- 
with firm government and more or less 
unquestioned one-party dominance, the 
political museum piece. 

Rather like the Social Democratic Party 
an ideology of fading appeal and per- 
manently in opposition. It is a situation 
needs addressing by offering more sub- 
stantial alternative policies and boosting 


mocratic Action Party 

its goal of forming a government, but con- 
"We are possibly the oldest opposition 
The party, born amidst the polarised 
propagate its long-cherished principles of 
rity and stability have become associated 
DAP is increasingly seen as something of a 
of Japan, the DAP finds itself locked into 
many of the party's younger activists feel 
the party's public appeal. Some advocate 


a face lift employing modern advertising 
and public-relations techniques. 

The DAP's brand of political struggle 
persists in a social context driven more 
by economic than political concerns, ar- 
gues one analyst. A young DAP MP, Wee 
Choo Keong, points out that the party's 
traditional reliance on voters from lower 
down the social scale must be adjusted to 
take into account the much greater sig- 
nificance of the urban middle classes in 
Malaysia. "Times have changed and the 
voters of 20 years ago have gone," he 
claims. 

Others argue that the DAP, which se- 
cured 17.2 % of the popular vote and 20 
parliamentary seats in the 1990 election, 
plays a useful, even crucial, role in Malay- 
sian politics. 

By contesting the government's policies 
both at the ballot box and in parliament, 
the DAP has consistently maintained a tra- 
dition of institutionalised opposition at the 
national level, analysts say. Party secretary- 
general and MP Lim Kit Siang is officially 
recognised as opposition leader. More 
cogently, argues commentator Chandra 
Muzaffar, the DAP remains "a major arti- 
culator of non-Malay and urban Chinese 
grievances in a Malay-dominated political 
context." 


Therein lies the dilemma for the pz 
which began life championing the inter 
of those who strove for a “Malaysian . 
laysia,” when the federation — then 
cluding Singapore — was formed in 
early 1960s. Some 25 years on, the m 
racial thrust of the party's platform is 
changed. 

"We remain committed to the visio 
a Malaysia in which every Malaysian 
zen has a rightful place in the Malay 
sun, where talent and hard work are jt 
rewarded, where the poor of all eti 
communities are equally assisted, 
where sectors or classes and not 'race' 
earmarked for special assistance," says 
DAP's new political manifesto issue 
December 1991. 

However, these pluralistic goal: 
awkwardly with reality: broader per 
tions of the party's support base ident 
mainly Chinese constituency. 

"The DAP is trapped by the fact tha 
natural constituency is Chinese," says 
Kam Heng of the University of Mal 
Lee argues that the DAP has survivec 
the strength of a pool of Chinese vc 
who want a Chinese-based opposi 
maintained as a bulwark against M 
interests. “They don't care about the £ 
programme, they vote for the party as 


and said our policies are better,” Wee says. 
Some are optimistic that, in urban areas at least, traditi 


? 

Image fatigue 

Disappointment in the wake of the 1990 general 
election has ed Democratic Action Party 
(DAP) leaders to launch a wide-ranging reform 
of the party. "If we are at all serious about going 
for power, our approach has to change," says Wee Choo Keong, 
one of the party's MPs. 

There is a strong urge within the DAP to revamp not only the 
party's structure but also its approach to attracting voters. "The 
DAP must exploit the educated middle class in urban areas," 
says Sim Kuang Yang, a DAP MP from Sarawak. For many this 





means a total reassessment of the party's socialist ideology and - 


communal preoccupations are being supplanted by com 
economic concerns. “We need a pragmatic ideology to at 
more educated middle class voters with pragmatic conceri 
their own," Sim says. 

Wee argues that while the DAP may lose some portio 
ROT 

i en PE etu crm com e 
tion's claim that the DAP represents communally intet 

A more complacent view is that all the DAP has to do is 
out the constricted political environment in which it now 
rates, and allow the "internal contradictions" of Barisan ru 
develop. 
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ition.” 
A number of factors continually 
iforce the DAP's role as an op- 
ition vehicle for non-Malays: 
co-option of other non-Malay 
itical organisations into the rul- 
Barisan Nasional coalition, and 
exclusion of non-Malays from 
United Malays National Or- 
isation, the pre-eminent party 
he Barisan. In this context, the 
' finds it difficult to project its 
alaysian" identity and remains, 
one observer put it, ^wedged 
ween the Malay and non-Malay 
umnunities as the most effective 
itical force." 
Am attributes his party's fail- 
to establish a non-racial politi- 
movement to tactics adopted 
the ruling coalition. “When it 
ve to the crunch, it was the 
isan Nasional which returned 
he basic racial issues," he told 
REVIEW. At any rate, because 
the DAP's strong ideological 
imitment and Chinese-domi- 
2d leadership, its support is 
fined to urban areas where the 
centration of ethnic Chinese is 
rest; it lacks the appeal to tap 
il Malay and Indian communi- 


^ way out of this dilemma 

ned to offer itself with the emergence 
Ye Gagasan Rakyat coalition formed to 
test the Barisan at the October 1990 
eral elections. The DAP agreed to share 
'Pposition platform with Semangat '46 
1 breakaway faction of Umno — and 
fundamentalist Parti Islam (Pas). 

Che new opposition alliance held 
mise of a two-coalition system in na- 
al politics, in which the DAP could for 


que for expressing opposition, its chances of upsetting the 
15 quo are seen as so remote that electors can safely express 
atisfaction by voting for DAP representation at the federal 
| while remaining loyal to their state governments and avoid 


ning their own immediate interests. 


‘or example, while Chinese-dominated Penang remains a 
target of DAP electoral strategy, the party has failed to secure 
state administration in two successive elections. As a result, 
JAP has no experience in the administration of a state, nor a 
'erbase in which to implement policies. 

reformers are keen to revamp the 
grassroots level. The 
s traditional top-down structure has bequeathed a weak 
ich-level network and virtually no financial resources. At a 


eranca in Part Diiclbcan at the and £C Lo 1001 lu 


© combat this, party 
y structure to give it more teeth at the 


M NC 
SEEN 


— 





the first time contemplate sharing power 
and in which the party's multi-racial ideals 
could be realised. Despite the Gagasan's 
subsequent defeat at the polls, Lim argues 
that "Malay perceptions of the DAP im- 


proved because of our cooperation with . 


Semangat '46." 

Actual perceptions of the DAP’s stand- 
ing with the non-Chinese electorate are 
hard to gauge. DAP leaders are vague 


about the ethnic breakdown of 
party membership. At present the 
party boasts a lone Malay MP, 
Ahmad Nor, who joined in 1986, 
and two Malay state assembly- 
men. Support from the Indian 
community is hindered by the 
grip the Malaysian Indian Con- 
gress — a member of the Barisan 
coalition — has over rural planta- 
tion workers. 

Wee, whose constituency is in 
Kuala Lumpur, argues that sup- 
port for the party in urban areas is 
spreading across racial lines “be- 
cause people are more educated 
and sophisticated." But most DAP 
officials concede that sympathy for 
the party is hard to translate into 
actual support. "The drive to at- 
tract Malay members to the party 
is not very encouraging," one 
party activist said. 

Breaking this mould is consi- 
dered the key to the DAP’s political 
future. "We don't want to remain 
in opposition for ever," asserts DAP 
youth wing chairman Lim Guan 
Eng. “To jumpstart the process of 
taking power we must cooperate 
with other opposition groups," he 
said. 

Yet, ironically enough, by seek- 
ing to realise the party's multi- 
racial ideals, the DAP runs the risk of un- 
dermining the non-Malay support which 
has sustained the party's 20% average of 
the popular vote in elections since the late 
1960s 

As a testament to this, the DAP finds 
itself backed into a corner within Gagasan 
because of the presence in the coalition of 
Pas and its expressed ideal of Islamic 
statehood. Both Chinese elements of the 


almost exclusively off its members contributions. Apart from 
membership dues of M$5 (US$1.92) per year, each party 
contributes 25% of his government allowance of about M$3,000 
a month and each state assemblyman is docked 25% of his 
M$2,000 monthly stipend. DAP sources say these meagre 
— notionally around M$35,500 a month — constitute the main 
source of party funds. 

Operating on this shoestring budget worries the party's 
younger activists, who see a 


MP 


sums 


ttracting Malaysia's new class of 


professionals as the only way for the DAP to move forward. 


fuses) GS 


"They are not interested in the DAP because of its frugal and 
down-home image,” complains Wee. 

Most analysts see the party’s current image tied closely to its 
leadership. Lim Kit Siang, 51 this year, is perhaps less than five 
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ruling Barisan, the Malaysian Chinese As- 
sociation (MCA) and the Gerakan Party, 
have successfully exploited the DAP’s im- 
plicit support for Pas — which currently 
controls the state government in Kelantan 
— to alienate traditional Chinese DAP 
voters 

The situation highlights another impor- 
tant aspect of the DAP’s role in Malaysian 
politics. However hard the party tries to 
shed its communal image, the party lead- 
ership seems to expend considerable en- 
ergy fighting over the same ground held 
by Gerakan and the MCA. 

Senior party officials vehemently deny 
this, claiming that the government always 
makes it look as if the DAP is fighting only 
for the Chinese. “We are struggling for all 
races, it just happens that the problems 
faced by the Chinese inevitably get high- 
lighted," said a DAP official. 

A more objective view is that, given the 
progressive weakening of the MCA, the DAP 
has been drawn into playing a surrogate 
role for the Chinese community. As a com- 
ponent of Barisan, the MCA has shown less 
inclination to openly assert itself, especially 





MALAYSIA 2 


Prisoner of the past 


Party leader's confrontational style raises doubts 


Veteran politician Lim Kit 

Siang has been described 

as pugnacious political 

prize-fighter and parlia- 
mentary statesman rolled into one. His 
admirers, as well as his critics, tend to 
agree with that description — it says a 
lot about the brand of politics the Demo- 
cratic Action Party (DAP) secretary-gen- 
eral has defiantly pursued for the past 25 
years. 

Lim joined the party as a founder 
member in 1965. A former journalist, he 
became associated with the socialist 
movement that developed after World War 
II in the struggle to win independence for 
Malaya from the British. 

As political secretary to Devan Nair, he 


Lim is seen as a political prize-fighter and parliamentary statesman rolled into one. 


in the wake of a stand-off with the govern- 
ment over the Chinese education issue in 
the late 1980s. 

One result of this has been the steady 
increase in attacks by the DAP leadership on 
MCA and Gerakan. But analysts say this 
trend only weakens the DAP. Its tactics may 
be alienating both halves of the racial di- 
vide — non-Chinese supporters because of 
the impression that the DAP is obsessed 
with Chinese issues, and Chinese support- 
ers because the DAP is seen to be attacking 
other Chinese. 


* 


was part of the political circle around Lee 
Kuan Yew and his Singapore-based Peo- 
ple's Action Party (PAP). In fact, the DAP’s 
antecedents are to be found in the PAP be- 
fore Singapore left the Malaysian Federa- 
tion in 1965. Nair, who later became 
president of Singapore, was the DAP’s first 
secretary-general. 

The PAP, founded in the mid-1950s, was 
very much a Chinese-oriented political 
movement. This is a significant point, say 
commentators recalling the period. It 
meant that Lim's earliest political experi- 
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approach has governed the DAP’s ro 
Malaysian politics ever since. 

Lim's election as an MP and app 
ment as party secretary-general occu 
in the period when the 13 May 1969 
riots shook the country and irrevoc 
altered the political atmosphere in Mi 
sia. Lim's arrest and incarceration fo 
months in the wake of the riots was 
first of two lengthy periods of deter 
without trial under the Internal Sea 
Act. 

His detention, and unflinching cou 
in standing up to the government in 
outside parliament, have earned Li 
considerable following at the national 
and respect from all political quarters. 
verbal agility in parliament is almos 
gendary — he is fluent in Malay, En; 
and Mandarin. Some consider that the 
he plays as an effective critic of go 
ment in parliament is a major contribt 
factor to the DAP's share of the pop 
vote in general elections. 

It is a role Lim himself is acutely a! 
of. "We cannot pass laws, but we are 
as a voice which needs to be heard, 
reflects. "If we did not exist, I shudd: 
think what would have happened to 
laysia." 

Apparently, there are also those w 
the party who shudder to think abou 
DAP without Lim Kit Siang. The party 
siders him such an asset that when 
quit the post of secretary-general ir 
wake of the 1990 general election de 
his resignation was rejected by the pa 
central executive committee. 

Political observers were not surp 
by the turn of events. It was not the 
time Lim had used the threat of resi 
tion to re-affirm his leadership of the p 
A similar move in December 1980 saw 
bounce back with a firm mandat 
tighten party discipline and streamlin 
hierarchy. 

Critics of Lim's leadership focus o 
traditional, uncompromising style. 
party is organised with emphasis on 
down authority of the central exec 


committee. Unlike other Malaysian p 


e^t m. anlbs m. — hacen ansamht ta lasses! 
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bilise support at election time. His chal- 
ges to the government are made bluntly 
l often without the cloak of parliamen- 
/ privilege. 

But it is a formula many in the DAP are 
v beginning to question, particularly as 
y consider the future of the party be- 
id his leadership. "There are those 
hin the party who want to see much 
re grassroots work," says S. Guruna- 
n, a former editor of the DAP party or- 
| The Rocket. 

Lim's critics say his style is firmly 
ted in the protest politics of the 1950s. 
younger generation of party activists 
o yearn to resolve the DAP’s ethnic di- 
ima by building up the non-Chinese 
mbership, also argue that Lim's overtly 
nese image and his personal feuding 
h the MCA is not helping the party se- 
e new supporters. 

The resignation of party stalwart and 
ular Kuala Lumpur MP Lee Lam 
ve in October 1990 underscored the 
'erence between those in the party 
ling to communicate with the govern- 
nt and build bridges to the Malay po- 
al establishment, and the leadership 
ler Lim which continues to favour à 
frontational approach. 

There are also those who wonder how 
51-year-old Lim has the stamina to go 
after 25 years at the head of the DAP's 
iggle. That tenure has involved con- 
rable personal sacrifice. 

'He must be very tired of fighting for 
aething he will never achieve," says 
ory lecturer Lee Kam Hing of the Uni- 
sity of Malaya. 

Yet listening to Lim addressing the 
"s special 25th anniversary congress in 
ang last December conveyed little sense 
agging political energies. The secretary- 
eral vowed to “crush the monopoly of 
yer in this country." It was vintage Lim 
Siang. The image of the political prize- 
ster had hardly dimmed. 

-lose political associates, however, at- 
to the wearing effects of two periods in 
ntion and, more recently, disappoint- 
it after the last election which saw the 
' strength in parliament drop from 24 to 
eats. 

'arty colleague Karpal Singh speaks of 
/s frustration: "He has sacrificed so 
‘h, and now he is frustrated because 
lack of exposure in the domestic media 
considerable hindrance." 

-ertainly, very little of Lim's prolific 
ches and written statements make it 
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JAPAN 


Why pick on us? 


By Robert Delfs in Tokyo 


The women who marched through To- To- 
kyo's Ginza district on a grey Sunday 
afternoon in January were not the usual 
group of well-meaning citizen protest- 
ers. For one thing they wore sunglasses 
and black leather jackets, not granny 
glasses and parkas. For another, they 
appeared to be genuinely angry with 
the way the government is planning to 
treat their husbands — members of Ja- 
pan's notorious yakuza (underworld) 
organisations. 

“The husband may be a yakuza, but 
his wife and child are not criminals!” 
insisted the crudely painted words on a 
placard carried by one woman. 

“Keep out foreign cars, carry our 
protest to the entire world!” urged 


yet another sign, 
which may have ERAS 
gone lost on the ^. 
way to a different 
demonstration. 
The protest was 
a response to the 
first ever attempt 
by the Japanese 
Government to put 
legal restraints on 
yakuza organisa- 
tions. An anti-gang 
law, which goes 
into effect on 1 
March, allows po- 
lice to designate as 
criminal entities underworld organisa- 
tions whose membership includes a 
certain rtion of convicted felons. 
Once they have been designated, 
yakuza organisations may have to give 
up such traditional activities as extor- 
tion, protection racketeering and evict- 
ing tenants by intimidation — a service 
much in demand by developers unable 
to cope with Japan’s strict tenant pro- 
tection laws. In addition, the police will 
be allowed to enter designated yakuza 
head without a warrant, while 
gangs may find it difficult to use their 
= for meetings during peri- 
5 of warfare with underworld Tivals. 





10,000 members. What is less clear is 
whether the authorities will be able to 
do anything to stop gangs evading the 

w by turning themselves into “legiti- 
mate” business corporations. 

The Yamaguchi-gumi has already 
established a property company called 
Yamaki, whose stock is owned by the 
heads of the 116 major sub-gangs mak- 
ing up the parent Yamaguchi organisa- 
tion. Police say they would not be sur- 
prised if Yamaki starts holding 
monthly meetings of its stockholders 
soon after the law takes effect. 

None of this seems to have consoled 
the yakuza wives, who evidently feel 
they are being unfairly singled out. 
“Admittedly, some people in our or- 
ganisation may resort to violence,” the 
55-year-old wife of a ranking gang offi- 








cial said. “But violence is used even in 
the National Diet [parliament] by the 
so-called ‘high-level’ people who gov- 
ern Japan. They act defiant no matter 
how many times they are caught taking 
bribes.” 


What the police may not have an- 
ticipated is the way the new law is 
bringing gangsters from both 
extremes of the political spectrum. A 
yakuza group called the “Chivalrous 
Citizens’ Union” recently attended a 
joint rally in Tokyo with tatives 
of the leftwing “Action Faction” and the 
ultra-right Issui-kai. 

Most of the leftists said they were 











How to Select an 


Offshore Private Bank. 


If you’re consi 

offshore — — private 
bank, there are certain vital 
questions you should ask 
before making your selection. 
For instance: 

Does the bank have world- 
wide expertise both offshore and 
onshore? 

Is it represented in the key 
offshore jurisdictions, so it can 
offer unbiased advice on the 
most advantageous location(s) to 
meet your financial needs? 

Can it provide a comprehensive 
range of services for protection, 
enhancement and management 
of your assets? 

Is it capable of working with 
you to design appropriate struc- 


tures for the administration of 
assets and to provide for their 
ultimate succession? 

Can it arrange for company 
formations, management 
and accounting services from 
key offshore jurisdictions? 

Is it able to provide investment 
services and multi-currency 
banking requirements? 

Can it provide expertise and 
longevity as an offshore trustee? 
Is it part of a strong, major 

banking group? 
Look no further 

Coutts answers "yes" to all 
these questions. 

We have over 50 years 
of offshore private banking 
experience and operate in 





key financial jurisdictions 
worldwide. 

Coutts has 300 years of 
English Private Banking tradi- 
tion and reputation for personal 
service. And we share in the 
many Swiss advantages provided 
by our international private 
banking headquarters in 
Zurich. Whats more, we are 
a member of the National 
Westminster Bank Group, one 
of the largest and strongest 
banks in the world. 

If you have some questions 
youd like to ask us, please con- 
tact the Manager, New Business 
at the office nearest you. You can 
be assured that our conversation 
will be confidential. 


The private bank built on three hundred years’ experience. 


ZURICH: (41) 1 214 51ll LONDON: (44) 71 7531238 BAHAMAS: (1) 809-326-0404 CAYMAN: (1) 809-94-74777 
CHIASSO- (41) 91 4? 00? GENEVA: (4h 22 3190319 GIBRALTAR: (350) 72676 GUERNSEY: (44) 0481 726101 
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How to be inscrutable 


Offshore financial institutions scramble to manage Asia’s private wealth 


By Jonathan Friedland in Hongkong 


he essence of offshore investing is to make as much 
money as possible while paving as little tax as possible 
— all the while making sure that no one knows you have 


done it. Asian investors are elevating this process to a 


Ye art. They are, after all, piloting the fastest growing economies 


the world, are generally sophisticated punters, and are well 
tuned to the potential of international communications. 


Asians are taking their personal investments offshore by using 


swelling regional community of private bankers and fund man- 
sers to shield their money from political currents and to avoid 
xes. And they are doing this on a corporate level as well. Com- 
anies large and small, from New Delhi to Manila, utilise a skein 
shelf companies domi- 
wed in places like the Bri- 
h Virgin Islands to beat 
æ taxman, to frustrate the 
ious, and to isolate po- 
itial liabilities. 
While it is impossible to 
Mermine the amount of 
mey coursing out of lo- 
pockets and into off- 
ore havens ranging from 
wdgy Bermuda to free- 
reeling Vanuatu, the 
mber of professionals 
woted to the business in- 
ates that the practice is 
lespread. Hongkong, it- 
Ef a offshore haven, prob- 
y has the largest com- 
nity of devoted practi- 
vers in the world. 
There's Ted Powell, 
Sose Offshore Incorpora- 
1s Ltd sold 3,000 shelf 
*npanies to corporate 
vers in 1991 alone. 
*re are the 30 Swiss banks with offices in the territory staffed by 
ssuring types whose mission is to whisk money away to their 
sine haven. And there is a phalanx of accountants, lawyers and 
etarial services for whom moving money offshore is bread 
butter stuff. 
iki Murono, a senior vice-president of 
se Manhattan Bank, says it is clear why 
^n investors have become the t target of 
Whore investment promoters. "The region 


stitutes a huge market because you have 
tm the Ci 
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Hongkong’s tax office: how to avoid this line. 
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important to get money offshore for safety's sake," says a Swi 
banker. “They share a common denominator of a lot of money, 
lot of family and a lot of fear." 

Corporate records indicate how widespread the use of o 
shore domiciles has become throughout Asia. It is not unusual f 
a mid-sized Hongkong listed company to be domiciled in Be 
muda, to be beneficially controlled by companies registered in tl 
British Virgin Islands and the Cook Islands and to have a score 
subsidiaries also based offshore. The same can be said for firr 
listed in Taipei, Bangkok or Manila. 

Offshore domiciles are used around the region for tasks 
diverse as shielding money from a litigious ex-spouse to avoidir 
the conveyancing charg 
on the transfer of a han 
ful of parking places. The 
are used by immigratic 
attorneys to put the affai 
of their clients in order ar 
by merchant bankers to c 
the tax bill on aircraft lea 
ing deals. The simple ru 
of thumb is that when yc 
have something to hide, c 
it offshore. 

The growth and d 
mocratisation of offsho 
investing are a relative 
new phenomena. A 
though the wealthy ha 
been stashing their cash 
safe havens like Switze 
land since the 1500s, tl 
wholesale movement of 
shore really began in tl 
late 1960s, when multin 
tional corporations begé 
using Hongkong, Liber 
and Panama to hide pn 
fits and to conduct transfer pricing schemes. This isn’t the case : 
much anymore; the industrial countries have greatly toughene 
their stance on disclosure and taxation of offshore earnings. 

Offshore investing gathered steam as technological improv 
ments gave smaller companies and individuals the means to e 
cape the welter of regulations and tax 
that were commonplace in most industri 
countries. Several small, poor countries ar 
territories also woke up to the potential 
a quick buck from offering their services ; 
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—ships there in the 1940s and extended the invitation to companies 
—4 couple of decades later. According to accountants, laws are con- 
‘tantly being re-written in the havens as they seek to attract busi- 
iness away from one another. 

Banks, which started establishing Cayman and Channel islands 

perations in the 1950s and 1960s, opened wide the doors with 
e invention of the Eurodollar market in the mid-1970s. Fund 
^umanagers began venturing offshore during the 1960s. 

Although there have been temporary setbacks to the credibility 

E investing offshore, such as the late 1960s collapse of Bernie 

ornfeld's extravagant Investors Overseas Services, the offshore 

fund business remains one of the world's great growth industries. 
Lipper Analytical Services alone tracks over 2,000 vehicles. 

Several havens are devoted almost exclusively to the finance 
trade. Among these are the Channel Islands, Bermuda, the 
Cayman Islands, Luxembourg and Switzerland. These territories 
share a devotion to secrecy, a well-developed financial infrastruc- 
ture and varying, but still generally high degrees of efficiency in 
conducting transactions. 

Political stability is also a shared feature, as is a lack of taxes on 
offshore profits. Parvenues attempting to muscle in on this front 
include the Malaysian territory of Labuan. 

Then there are the more general corporate havens. Like the 
banking havens, none tax offshore profits. But unlike their finan- 
cially oriented counterparts, they do not demand disclosure of 


"The British Virgin Islands has got to shoot itself before c 
will get a leg up," says Ted Powell. Other domiciles may 
good laws, or stable politics or a good professional infrastru 
he points out, "but most only have two out of three." 

Constructing a winning domicile is no easy matter a 
Malaysians are finding out. In an effort to build sleepy Labu: 
island just off Sabah, into a financial centre, the Malaysian 
ernment set out requirements that it felt were comparable to 
financially oriented offshore juridictions. They also dangle 
carrot that Labuan-incorporated companies might be able tc 


advantage of Malaysia's tax treaties with other countries. 


As of mid-February, only 46 companies had signed up to « 
cile there, though Kuala Lumpur did succeed in getting two 
national banks to set up offshore units. "Labuan is comp 
with Switzerland and the Channel Islands," says one fin: 
adviser. “They have a hard road to slog.” 

So too do a handful of peripheral territories that seemed 
on the idea of becoming a haven for lack of a better idea 
phosphate isle of Nauru has some of the most advantageous 
for offshore investment ever written, according to lawyer: 
you cannot get in touch by fax (or even by telex much of the | 
The same holds true for the Marshall Islands, where the folks 
used to handle most of Liberia's registration business are | 
trying to reconstitute their empire. 

The Bahamas has had slightly better luck but hurt its 
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beneficial ownership and are far cheaper when it comes to set-up 
costs. Currently pre-eminent among the corporate havens is the 
British Virgin Islands. It stole a march on more traditional brass 
plate-makers like Liberia and Panama when they collapsed into 
political disarray. 

The British Virgin Islands has been the most successful of the 
corporate havens for several reasons. First, it remains a British 
colony and is thus viewed as safe. Second, its laws are based on 
V lizb common law with right of appeal to the Privy Council in 
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requiring offshore directors to file minutes of any corporate 
ings with the companies registry in Nassau. The Pacific nati 
Vanuatu has seen its hopes partly scuppered by political 
lems and the fact that its laws are base on the Napoleonic c 
"The ability to get a job done is important. With som 
havens, you have to wait weeks for a routine tax opinion," 
Michael Olesnicky, a tax attorney at Baker & McKenzie in H 
kong. "The tax havens that do well offer a good range of p 
sional services." 


— ebhalaslites alan eed sem mma mb Danner 


Invest in AAA quality 


and expertise. 





In today's globalized markets, it's 
essential to have an experienced hand 
guiding your assets. 

At UBS, a professional advisor will 
analyze your goals and needs. We will 
access all the important markets. Then 
we will build an internationally diver- 


UBS. The bank of experts. 


Two traditional 
navigating 
instruments: 
English liquid 
compass 


and sextant 


sified portfolio and manage it in a 
dynamic way. 

As Switzerland’s leading bank and 
one of the few AAA banks worldwide, 
this is only part of our comprehensive 
range of services for wealthy individ- 
uals. 
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HONGKONG 


A city 


of secrets 


By Michael Taylor in Hongkong 





Hongkong and announced: "This is my kind of town." 

Today, he would hardly recognise it. Although the colony 
retains the legal, fiscal and infrastructural features of an offshore 
financial centre, unlike its competitors the territory has developed 
a huge trading base producing enormous wealth. 

The accidents of history and the endeavours of its population 
have entrenched Hongkong as a financial centre that attracts capi- 
tal on its own merits and through which investment flows within 
the region. And though many of its advantages as a jurisdictional 
home for offshore wealth are under pressure as the territory backs 
nervously towards Chinese rule, the Asian cities that aspire to 
replace Hongkong will find its peculiar collection of advantages 
as an administrative centre for offshore investment tough to repli- 
cate. 

The efficiency and variety of Hongkong's telecommunications 
networks are second to none in Asia and even superior to interna- 
tional financial centres such as London. Good international airline 
connections are complemented by sufficient domestic transport 
systems, which keep life in the city bearable. And there is unlikely 
to be any significant shortage of first-class office space before the 


T wenty years ago British asset-trader Jim Slater arrived in 





end'of 1994. 

In addition, Hongkong has so far maintained a veneer o! 
tish commercial practice sufficient to enable Western offshor 
vestors to feel themselves on familiar ground. Unrestricted f 
of information, capital, gold, and foreign exchange has embe 
a tradition of financial agility within the territory. The colony' 
regime ignores both interest earnings and profits derived - 
overseas operations, and confines the government's take o 
rest of the profits to just 16.5%. 

Nevertheless, Hongkong's position as a base for offshor 
vestment holding companies is under threat. No private ban 
client would entrust his savings to the mercies of Chinese « 
munist jurisdiction. Hongkong also now is viewed as a com] 
tively expensive place to maintain an offshore investment hol 
company. 

Offshore investment holding companies and trusts, for e 
ple, now tend not to be registered in Hongkong but in the Bi 
Virgin Islands or the Cayman Islands. But their administri 
and management remain in Hongkong — with no signs they 
abandon the colony despite stiff competition from would-t 
nancial centres in Asia. 

Says Paul Neil of Bermuda Trust in Hongkong: “You can r 
find out the exact size of this business because there are no s 
tics available. But the business is certainly growing in Hongk 
in a sense of being the service and administrative centre, ri 
than as a pure offshore jurisdiction." 

One reason is that it is still simple to hide ownership of pr. 
companies in Hongkong. Lawyers and accountants provide n 
nee shareholder and director services that effectively hide 
beneficial ownership of the company. While the identity of r 
tered shareholders is public knowledge, no Hongkong law ob 
the identity of the beneficial owner to be made public. 

This does not apply to shareholders in public companies, w 


of September 199] had to begin dis losing interests of 10% or 
re in publicly listed companies. But it is doubtful whether the 
ngkong establishment really believes in policing its own laws 
ictly, as budgeting for various regulatory authorities strongly 
zgests. 
A private banker remembers a recent summons before the Se- 
rities and Futures Commission to explain his actions on behalf 
a client. Flanked by an ostentatiously expensive counsel, he 
used to answer questions, and announced his intention to ex- 
id any legal fight to the Privy Council, if necessary. “There was 
Bog they could do — it was near the end of their budgetary 
' he explained. 
Fesieterine companies in places such as the British Virgin Is- 
ids rather than Hongkong has less to do with maintaining con- 
entiality than with avoiding the costs of maintaining an invest- 
nt holding company in Hongkong. Setting up a company in 
at US$350 — is rated the cheapest among offshore 
— centres, according to Offshore Incorporations Ltd, a serv- 
company dedicated to this business. But maintaining the com- 
ny is not cheap, as Hongkong demands that annual audits be 
ide and tax returns filed every year, and that stamp duty be 
id on the transfer of the company shares. 
Viewed in this light, incorporating in the Cayman Islands for 
$1,640, or in the Cook Islands for a surprising US$2,650, looks 
' cheaper alternative in the long run. Further, there is the possi- 





agkong: private banking capital of Asia. 


ty that Hongkong's ability to create wealth for Hongkong- 
niciled companies could be counter-productive. Although prof- 
made offshore by a Hongkong company are not taxable, any 
»fits made from investing within Hongkong is taxable at 16.5%. 
hese factors led to Hongkong's first incarnation as an offshore 
ancial centre — a place to hide ownership and taxable profits 
n Western tax authorities. But with the rise in importance of 
an capital, the very nature of an "offshore financial centre" is 
nging — and with it the role that Hongkong can play. For if 
needs of Asian private banking customers have changed, so 
have the demands on Hongkong’s offshore banking sector. 
For example, the typical new private banking customer in 
'gkong is now much less likely to be a rich European or North 
werican seeking shelter from a redistributive domestic fiscal 
ironment. Rather, the client is more likely a Taiwanese, Ko- 
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We see a world of 
opportunity. 











he world can be an exciting place, or a 

threatening one. It depends on your 
outlook. At the Bank of Bermuda, we have the 
vision, the values, the experience and expertise it 
takes to meet the challenges the world has to offer. 
And we face the future with confidence. 

In a world of uncertainty, we can offer the 
security that comes from effective offshore asset 
protection. Our home may be Bermuda, but our 
custody and retirement plan services are truly 
worldwide. 

Through offices in the Cayman Islands, 
Guernsey, The Isle of Man — as well as Bermuda 
— we provide full offshore Trustee and Custodian 
services. In Hong Kong, Bermuda Trust (Far East) 
Limited, a wholly-owned subsidiary of The Bank 
of Bermuda, provides day-to-day representation 
and administration. 

All Bank of Bermuda offices are linked by 
direct, on-line communications systems to ensure 
timely and accurate administration as well 
immediate transfer of information. And our data 
processing and computer facilities are tailored 
to meet the precise reporting and administrative 
needs of retirement plans. 

At The Bank of Bermuda, we not only see 
the opportunities — we help you to seize them. 
For full details, please call Peter Fletcher or 





make money for its customers without disclosing their identity or 
attracting the attention of the taxman. This whole sector is a cen- 
tral part of the Chinese business community in the region. Very 
often it is intimately linked with the underlying business which 
generates the wealth. 

This is probably best exemplified by the work of the colony's 
Chinese Gold and Silver Exchange (CGSE). The exchange main- 
tains an elaborate system of market regulation designed solely to 
ensure that its members are able to meet its commitments. Never- 
theless, it displays no interest in the origin of its business and 
keeps no records — even of trading volume. 

The CGSE offers perhaps ideal conditions for hiding wealth. But 
it also provides a means of investment and trade with the emerg- 
ing markets of Indochina, where gold is still an attractively port- 
able and acceptable store of wealth. 

Similarly, most Hongkong businessmen have extensive if gen- 
erally untracked business interests in Taiwan. It appears Taiwan 
has acted as a escape valve to mitigate the pressures of Hong- 
kong's increasing regulation. 

But if Hongkong businessmen cherish the anonymity of a Tai- 
wanese nominee company, Taiwan businessmen also use Hong- 
kong as the jumping off point for their own masked investments. 
And this is Hongkong's latest and potentially most important re- 
invention of itself: as the offshore industrial administrator, 
marketeer and lead-investor of the South China co-prosperity 
sphere. 

According to Chinese statisticians, Hongkong accounts for 
around 65% of the direct foreign investment into neighbouring 
Guangdong province. How much of this money actually origi- 


nates in Hongkong is not known. The political problems a: 
ated with direct investment in China from Taiwan and € 
Korea are often sidestepped by routing it through Hongkor 
addition, there is an unknown amount of mainland Ch 
money which “bed-and-breakfasts” in the territory before re 
ing equipped with foreign investment privileges to the main 

Improving relations between Taiwan and China are erc 
this aspect of Hongkong's comparative advantage as an off: 
financial centre. But once again Hongkong's infrastruc 
strengths are likely to protect it for a long time to come. The 
talked about example is the efficiency of Hongkong’s port 1 
ties redirecting Taiwanese industrial investment to Guang 
province from Fujian province. 

As Hongkong cleans up its act and starts to act like any | 
boring financial centre, the Wild West aspects of the business 
moved over the frontier to the nascent and shadowy off: 
banking market of Shenzhen, China's first and foremost Sy 
Economic Zone (SEZ). The SEZ and the entire Pearl River Delt 
accumulating a store of Hongkong dollars that is finding its 
back into the official banking sector in Shenzhen. Banks in th 
then roundtrip the funds through their legal Hongkong-c 
lending business. 

The Times Tower in Hongkong, for example, is a 50:50 
venture between China Merchants Engineering and Invest 
Co. and a Panamanian-registered company. The building w 
nanced entirely from Shenzhen by China State Bank and C 
Merchants Bank. Private bankers in Switzerland, Liberia, o 
British Virgin Islands would be hard pressed to construct c 
penetrable set-up. Is this the future? 





SINGAPORE 


Banking by 


coneession 


By N. Balakrishnan 


ingapore did not quite invent the offshore banking market 
S in Asia, but it has institutionalised and demarcated it much 

more than any other offshore centre. The city-state offers 
foreign financial institutions plenty of incentives but does not al- 
low regional businesses to use Singapore 
to hide their personal or corporate transac- 
tions from the taxman. 

The process started in 1973 with the es- 
tablishment of the Asian Currency Unit 
(ACU), a name that misleadingly suggests a 
basket of Asian currencies. Rather it com- 
prises any banking business done in the 
city-state under licence that excludes Sin- 
gapore dollars or does not enter the local 
economy. Foreign banks must receive an 
ACU licence before they can engage in off- 
shore banking business in the city-state. 
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Rising offshore deals 





They approached the government, which wanted to int 
tionalise its financial sector without providing too much corr 
tion to its domestic banks or losing control over the Singa 
dollar. Thus was born the so-called Asian dollar market. 

Essentially, banks operating in the city-state were sepa! 
into three groups: domestic banks, which could engage in all E 
ing transactions in local and foreign currency; restricted b. 
which could open only one branch but are allowed a free F 
and offshore banks, which could offer foreign currency acc 
and deal only in large-scale Singapore dollar transactions, a 
$$250,000 (US$152,800). 

Thus Singapore's offshore sector operates primarily as a t 
ing centre for institutions engaged in large fund-raising exer 
or trading in large volume. Singapore's attraction for foreign 
tutions lies in the fact that profits generated in the offshore s 
are taxed at just around 10%, compared with a 31% tax rat 
profits from domestic operations. | 
Singaporean banking regulations, suc 
those covering reserve requirement: 
not apply to the offshore banks. 

Since the creation of the Asian d 
market, the number of offshore bank: 
increased to 200 by 1991 from 14 in 
Over the same period, the number o 
mestic banks has remained stable at ] 
an indication of how well Singapore 
cordoned off the offshore and the 
banking business. 


Asian dollar market assets have gi 
enactaciiilarly ac well nartcnlarly in th 
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SWITZERLAND 

e Confidentiality of Swiss Banking 

+ Numbered Account 

* Global asset management and 
estate planing services 

* Fiduciary deposits in major 

currencies 


LUXEMBOURG 
e EEC Country 
e Full Bank Secrecy Law 
* Deposit in all major currencies 
* No tax for offshore investors 
* Portfolio management services 
* Mutual funds management and 
administratio 

JERSEY 
* Deposits in all major currencies 
* Trust services 
* Company management services 
* Nominee services 
* Fixed deposits 
















HONG KONG 


* Deposits in all major currencies 
* Portfolio management services 
* Securities trading and custody 
* Forex and derivatives trading 

¢ BNP managed mutual funds 

* International mortgages 










































SINGAPORE 
* Deposits in all major currencies 
* Portfolio management services 
* BNP managed mutual funds 
e Custodian services 

* Forex and derivatives trading 
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tary Exchange (Simex), which deals 
mostly in foreign currency futures 
and options contracts, as well as oil 
and commodities trading. All must 
operate in the offshore market. 

Simex, for example, started trad- 
ing in Japan's Nikkei stock index 
futures before the Japanese them- 
selves did. But Simex has yet to of- 
fer similar instruments pegged to 
the performance of Stock Exchange 
of Singapore indices. Such well- 
segregated local and offshore finan- 
cial markets has resulted, not 
suprisingly, in an offshore banking 
sector that is dominated by foreign 
institutions. 

Daily foreign exchange trading volume exceeds US$70 billion. 
Singapore is the fourth largest foreign exchange trading centre in 
the world. The presence of so many international banks operating 
in the offshore sector has also given Singapore a critical mass in 
many financial activities, such as futures and options trading in 
foreign exchange. 

There is one area of offshore business, however, where Singa- 
pore has been able to make little headway — fund management. 
The reason: Singapore gives tax authorities a great deal of discre- 
tion in defining capital gains and trading profits. Capital gains are 
tax free, but trading profits are taxed at the full corporate rate of 
31%. Fund managers do not like to let the taxman decide what is 
taxable and what is not after they have invested and taken profits. 
By and large, fund managers are sticking to Hongkong. 

Still, in a world cluttered with aspiring offshore financial cen- 
tres, Singapore's early start and its critical mass are its main ad- 


Life on Labuan 


Malaysia's 18-month-old offshore tax haven on Labuan island 
appears to have found its balance after more than a year of 

. careful promotion efforts. There are now nine trust companies, 
five banks, one reinsurance firm and 31 companies doing busi- 
ness in the federal territory, which lies 10 km off the coast of 
the East Malaysian state of Sabah. 

Labuan now boasts two international banks, Standard Char- 
tered Bank and Hongkong Bank, while Bank Negara, the cen- 
set up shop on the island shortly. Total offshore deposits are 
now estimated to have reached US$400 million, with another 
US$500 million in offshore loans. 

Moreover, on 7 February the island recorded its first major 
underwriting deal. Maybank International, Malayan Banking's 
Labuan-based unit, announced plans to issue a floating rate 
certificate of deposit (FRCD) totalling US$120 million. The new 
FRCD matures in three years and carries an interest rate which 
is fixed semi-annually at 35 basis points over LIBOR. It is the 
biggest fund raising exercise by an offshore bank on the is- 
land 


The mandate for the issue was awarded to a group of re- 
gional financial institutions led by Mitsubishi Finance (Hong- 
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Forex trading around the clock. 
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vantages over its rivals. Its i 
structure is the best in Asia. 
Singapore is well-placed on the 
bal trading cycle, being in à 
zone between Tokyo and Eu 
Only Hongkong can hope to n 
Singapore in terms of depth an 
pertise in many offshore fina 
activities. 

Singapore's silver lining is ii 
political storm clouds gathering 
Hongkong. As the time dr 
nearer to communist China ta 
charge of regulating Hongkc 
offshore financial markets, ji 
private banks and their custo! 
may flee to Singapore. 

Further, its proximity to Indonesia, Malaysia and even | 
makes Singapore the logical choice for private banking and « 
operations for clients in these countries. The overseas-Chinese 
Non-Resident Indian private banking business would seem 
suited to Singapore. 

There is already an active private banking industry in Si 
pore, with all the major US, Swiss and other European b 
represented. They cater mostly to non-Singaporeans, howev« 

Wealthy Singaporeans are not so eager to move offshore 
cause the Singapore dollar, despite its low yields, has been st 
ily strengthening against major currencies. Besides, except for 
money" Singapore, the local economy is dominated by gov 
ment-linked companies and multinational corporations. Then 
not that many local Chinese entrepreneurs who feel ambivi 
towards the government, which can provide fertile grounc 
private bankers. 
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has vowed to eradicate this problem with a five-year, M$36 
million (US$138.5 million) spending programme, which wi 
bring new roads, schools and expanded telephone and air link 
to the former naval coaling station. 

Labuan’s long-term viability, however, may rest more wit 
its ability to attract a critical mass of foreign financial institt 
tions. At present, out of total of 46 offshore firms on Labuar 
only a handful are foreign-owned. 

Optimists contend that foreign involvement in Labuan wi 
increase as the federal government expands its list of induce 
ments to the offshore banking and insurance communitie: 
These include moves to streamline the paperwork and othe 
requirements which must be fulfilled to take advantage of ta 
incentives already on offer. 

Currently, the tax incentives offered by the Malaysian go 
ernment are on a par with those available elsewhere in Asii 
An offshore company operating in Labuan may elect to pay 
reduced tax rate of 3% on its declared profits, or a flat rate c 
M$20,000. A foreign offshore company can also register i 
Labuan for M$6,000. 

Income from non-trading activities such as investment holc 
ings in securities, loans, deposits and immovable propertie 
are not subject to tax and there are tax exemptions on intere: 
and royalties received from offshore companies. Separate ir 
centives are offered for offshore banking, trust and insuranc 
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When Asian deals are made 
look for Peregrine. 
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Asia is a fast-growing, fast-changing In just three years we've become Hong Kong's 
business environment. To succeed, you need most active corporate finance advisor. 


1 keen sense of vision and the ability to react Using our regional network, we're known for 





SOUTH 


Treasure 


Islands 


By Alan Deans 


sia has become the honey pot for tax havens in the Pacific. 

The two major finance centres in the region, Vanuatu and 

the Cook Islands, have experienced a steady growth in 
business in recent years, but other island nations such as Western 
Samoa and Nauru are battling for attention. 

The Cook Islands appears to have grabbed the initiative on the 
corporate-domicile end of the market, after the Stock Exchange of 
Hongkong in March 1991 gave approval for companies incorpo- 
rated there to list in the colony. Trevor Clarke, chief executive of 
Standard Chartered Equitor Group, says no one has taken advan- 
tage of the move, but he is confident many will. He said some 
Hongkong-listed firms already have Cook Islands-incorporated 
subsidiaries. 

Vanuatu has yet to counter this move, but is pushing its ex- 
perience as an offshore centre of 20 years standing. The govern- 
ment is also preparing to revamp laws to make offshore banking 
more attractive, and has appointed a former trust company em- 
ployee as its finance minister. 

Both centres claim that their position on 
the globe gives them an edge over Carib- 
bean or European financial havens. The 
reason: Asia's investors can deal during 
their own business hours. Nauru and West- 
ern Samoa, both of which have tiny finance 
centres, are marketing themselves similarly. 

The Cook Islands is perhaps the most 
aggressive in its marketing campaign. 
Clarke contends the Cooks Islands is more 
attractive for Hongkong companies than 
Bermuda. "There are many technical bene- 
fits,” he says. "In Bermuda, for instance, 
board meetings have to be held there." 

The potential new business will come as 
a welcome relief to a country whose finance 
centre was hit badly by the 1987 stockmar- 
ket crashes in Australia and New Zealand. 
Down Under entrepreneurs such as Alan 
Bond and Bruce Judge slushed large pools 
of funds through the Cook Islands. Now 
their companies have gone, and their 
homelands have enacted tough legislation 
to negate the use of such tax havens. 

The Cook Islands became a tax haven in the mid-1980s when 
the first acts of parliament were introduced covering trustees, in- 
ternational companies, banking, insurance and partnerships. Un- 
der its offshore regulations, there are no taxes or foreign exchange 
controls, and entities within the offshore centre are not subject to 
domestic laws. There are strict secrecy provisions, with breaches 
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| Political stability | Good | Good | Good | Fair | Good | Goo 
| British-based legal system — — — | Yes | Yes | No | Yes | Yes | Ye 
Disclosure of beneficial owner | No | No | No | No | No | No 
| Tax on offshore profits — — — ^ ]| Nil | Nil | Ni | Ni | Ni | Ye 


Annual requirements 
| Audited accounts — 


[Incorporation costs [ 350 [2,50 | 950 | 900 | 750 | 1,71 
j maintenance cost 
Annual tax/licence fees 

| Normal local annual fees 


L Normal annual cost from second year| 950 | 1,600 | 550 | 950 | 800 | 2,5: 
Shelf companies usually available te | Ye | re LL Ni 


and ANZ Bank. The country has modern telecommunicatior 
cilities, but is only accessible directly by air from Auckland 
Honolulu and Western Samoa. 

Vanuatu is less aggressive than the Cook Islands, but it 
through more business. The offshore centre's clocks are just | 
hours ahead of Hongkong and Singapore. The centre opens : 
in the day to transact business with New York, and stays : 
late to deal with London. There are around 400 law’ 
accountants, bankers and financiers working in the base at 
Vila. 

"Why would an investor want to go anywhere else?" 
Tom Bayer, chairman of Pacific International Trust Co. (Pitco 
dominant trust in Vanuatu. "We do it all, and have been : 
1971 so there is no need to open up in another Pacific count 

Bayer says it is easy for Asians to operate through Van 
because they can deal through many banks, including | 
Nationale de Paris, Barclays Bank, Commercial Bank of H 
kong, Bangkok Bank, First Pacific and Banque Indosuez. } 
than 100 banks are registered in the country. 

Pitco is the largest trust company in Vanuatu, its compel 
include Investors Trust and Coopers and Lybrand. Apart fror 
range of banking, insurance and other corporate transactions, 
also offers retail facilities through cash management and ce 
growth trusts. 

Offshore investors pay no taxes in Vanuatu, and the cot 
has no tax treaties. There are no foreign exchange controls, 
secrecy provisions are tough. The island's infrastructure, tc 
first rate. Port Vila has a new digital switching telephone sys 
and foreign currency dealers operate throughout the day. C 


CAE / Pacific offshore centres 
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. 180 | 500 | 200 | 350 | 300 | 7 
| 800 | 1,100 | 350 | 600 | 500 | 1,81 
. 350 | 2,050 | 950 | 1,500 | 750 | 3,5t 





airline flights are available from Australia, Fiji and 
Caledonia. 

Two wannabe Pacific offshore centres, Nauru and We 
Samoa, have a long way to go before they catch up with 
oceanic rivals. Nauru established its tax haven status in the 
1970s, but the finance centre has never taken off. All busine 
transacted through the Nauru Agency Corp., which is staffe 
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WITZERLAND 


Ihe discreet 
'harm of the... 


James Bartholomew 





^q witzerland is the grandfather of all offshore investment cen- 
3 tres. Some 70% of its estimated total bank deposits of SFr 1.8 
trillion (US$1.2 trillion) belong to foreigners, more than any 
ver banking centre in the world. 
Swiss banks handle such a hefty share of the world's private 
alth for a variety of reasons. Says a London partner in a leading 
ernational accountancy firm, people who want to place money 
shore have five main considerations: safety, a civilised location, 
absence of foreign exchange controls, tax avoidance and se- 
‘cy. The importance of each varies from one investor to another, 
t Switzerland scores well in all five categories. 
During the Gulf War, for example, money flooded into Swit- 
land from the Middle East — the result of the country's political 
bility and the rectitude of its financial institutions. The leading 
iss banks have among the best credit ratings in the world. 
But above all, the Swiss cherish their secrecy in the all-impor- 
it sphere of taxation. In Switzerland it is not a crime to evade 
. Therefore, the government will not assist other governments 
it are trying to track down tax evaders 
This is a great comfort to the many people for whom tax eva- 
n is the main purpose of an offshore centre. So is the absence of 
apital gains tax. But these pleasures are mitigated by the fact 
it Swiss income tax is automatically deducted from interest on 
»osits in Swiss bank accounts and from dividends. 
These are mild annoyances, though, compared to the tradi- 
^al attraction of Switzerland that has been eroded in recent 
ars — the legendary secrecy of the Swiss bank account. The law 
wereby it is crime to reveal details of a private bank account 
mains. But, under pressure from the US, insider trading has 
n made into a criminal offence in the country. This means that 
recy is removed in cases of insider dealing. 
Similarly, Switzerland has removed the cloak of secrecy from 
sse involved in laundering money. This change, made under 
'ssure from the G7 industrialised nations, is aimed particularly 
'ombating drug traffickers. 
Switzerland has also agreed that banks now must know the 
me of the beneficial owner of a deposit. Previously, a Swiss 
ryer could make a deposit on behalf of a client who remained 
mpletely unknown to the bank. This made checking up on de- 
sit holders extremely cumbersome in those cases where Bern 
s cooperating with foreign law enforcement agencies. 
There is no doubt that Switzerland's pre-eminence as the lead- 
private banking centre is under threat as a result of these 
rms. It is also being assaulted by increasingly credible rivals 
private banking business. Right on their own doorstep, for 
mple, is little Liechtenstein — similar to Switzerland in many 
ys but with the added advantage of more attractive tax laws. 
But the Swiss themselves consider the major threat to their 
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Swiss banks: history in their favour. 


just under 100%. 

As the incentive for Europeans to place their money in a safe 
haven disappears, Swiss bankers are marketing their unique skills 
and history elsewhere, particularly Asia. This strategic shift ap- 
pears to be paying off, but Switzerland's future as an offshore 
centre may still lie with the European Community (EC). 

The Swiss government decided last year that it would like tc 
join the EC. Such a move could well alter some laws under which 
Swiss banks operate. There would be plenty of warning, sc 
investors need not worry unduly. Moreover, the majority of the 
Swiss public are against joining the EC — a majority that could 
swell if EC membership entailed forsaking the cherished secrecy 
of their bank accounts. “ 
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Investing in currency 
— worldwide 


With assets of over USSI billion it is no surprise 
that corporate and private investors show a lot of interest 
in our International Money Funds. 

As world leaders in the management of international 


currency funds, Rothschilds offer: — 


* Security of capital through dealings with 
reputable international banks. 

* Wholesale market rates of interest without 
deduction of tax. 

* Eighteen different currencies to choose from. 

* Free acquisition and switching between 
currencies. 

* Discretionary investment management 
services if required. 





For more information on Rothschilds International 
Money Funds mail the form, call us on 525 5333, 
or fax us an RAR 1796 
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EUROPEAN COMMUNITY 


Continental 
shelf 


By James Bartholomew 


n theory, offshore investment runs contrary to the eth 
the European Community (EC), which strives for unifor 
of tax treatment. But in practice, the EC has a numb 
internal "offshore" investment centres. 

Historically, the most important of these is Luxembour; 
accommodating tax laws made it the centre for the iss 
Eurobonds several decades ago. More recently, Luxembour; 
become the leading centre for managed investment funds, nz 
Undertaking for Collective Investments in Transferable Secu 








EUROPEAN 


Quirks of 
history 


f Switzerland is the grandfather of offshore banking, then the 

Channel Islands and the Isle of Man are the industry’s grand 

dames. These three non-continental centres have idiosyncra tic 
histories which have culminated in their now well-established po- 
sition as tax havens. 

The Channel Islands of Jersey and Guernsey, situated nearer to 
France than to Britain in the English Channel, and the Isle of Man 
in the Irish Sea, are closely linked to Britain but have their own 
parliaments. They also are outside of the EC. 

Some consider this a disadvantage, since the islands may be 
left out of future legitimised forms of tax avoidance within the EC. 
But others see it as a plus because they will not be forced to 
conform to future EC tax directives. Their future as tax havens, 
then, very much depends on how EC law 
develops. 

In their favour, the Channel Islands and 
the Isle of Man can all claim to be natural 
offshore centres. Their quirky history of 
marginal independence from Britain gave 
them political stability and yet slightly sepa- 
rate legal and tax jurdisdictions. Combined 
with their historically low tax rates, these 
advantages began to attract offshore bank- 
ing business several decades ago. 

Regulations on the three islands have 
grown with the business. They refuse to 
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said for Jersey and the Isle of Man. 

These three offshore centres, however, all suffered a h 
blow in 1991 when the British government effectively close 
loophole whereby British residents could defer or avoid ta 
setting up trusts to hold their assets offshore. The rule ch 
stipulated that henceforth a tax charge would be payable o 
current value of assets upon their transfer into a trust. 

The government also ruled that capital gains tax woul 
payable when the assets were sold from a trust even if the 
was domiciled offshore. With these twin blows, the offshore 
business from Britain was out for the count. 

The three islands, however, offer other offshore attractions 
are drawing business from other parts of the world. One n 
area of activity is the administration of managed investment fi 
In this field, Jersey and Guernsey are biggest. 

Last year, for example, Japan agreed that funds recognise 
Britain's Securities and Investment Board could be sold in Jz 
This business has not exactly taken off; Guernsey authorities k 
of only one of their 221 funds which is being marketed in Jap: 
the Hambros Super Asean Japanese Growth Fund. 

However, Japanese fund managers have begun to set up 
in the Channel Islands. Yamaichi, Nikko and the Industrial 
of Japan are all running managed funds out of Guernsev to 
advantage of minimal taxation. 
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' Ucits. These are open-ended unit trusts, or mutual funds, whose 
x efficient status was established by the EC. 

Ucits are seen by some investment houses as the mutual funds 

the future since they are taxed lightly in Luxembourg and can 
' sold throughout Europe. Fidelity, the major US-based invest- 
ent management group, has set up offices in Luxembourg to 
anage a wide range of Ucits, including bond and equity funds 
hich invest in Hongkong, Japan, Malaysia, Singapore and 
tailand. 

But Fidelity has attracted only US$500 million to its Ucits since 
ey were launched in October 1990 — not an outstanding per- 
rmance for a management group with Fidelity's clout. Luxem- 
'urg's offshore rivals, such as Guernsey, do not hesitate to claim 
at there are material disadvantages to Ucits. 

First, the borrowing powers of Ucits are restricted, making 
em dull investment vehicles. Second, the EC directive on Ucits 
es not cover marketing. Thus, a management group offering 
‘its cannot market them in many EC countries without coming 

some special local arrangement. Third, mutual funds are not 
cessarily popular investment vehicles throughout Europe. For 
ample, the British traditionally like to invest in equities, Italians 





The Channel Islands have also won endorsements from Swit- 
land, which last year authorised Guernsey funds to be sold in 
itzerland provided they are marketed through 


s, though, remains banking deposits. Guernsey now has £17 
Son (US$3 billion) worth of bank deposits, while Jersey has 
«e than double that amount. The Channel Islands offer zero 
ation on offshore bank deposits. And also unlike the Swiss, 
y do not regard tax evasion as an acceptable sport. The Chan- 
Islands are perhaps best suited to tax avoiders, or those seek- 
to reduce their tax bills through legitimate planning. 
In the past few years, these traditional non-EC offshore centres 
e been joined by a new competitor — the sunny island of 
Mta in the Mediterranean Sea near to Sicily. Malta is what 
?rnsey's Roper would call an “artificial” offshore centre. 
“The sort of thing that happens is that the government of 
itania takes up the idea of offshore finance as a source of 
»me for the country and its exchequer,” he says. "It will set its 
ul draughtsmen to crib the appropriate laws from other 
blished jurisdictions so as to produce an impressive code of 
s governing banking, company formation and administration, 
ts and so on." It will then offer some permanent or temporary 
concessions and set up “the Ruritanian Development 
*poration” and allocate a large amount of money for advertis- 


Khis is indeed the case in Malta. The new laws materialised 
ost from scratch in the late 1980s to attract a wide variety of 
lore business. So far, the island has had limited success, but 
may be because Malta's friendlier attitude towards capitalism 
xt considered to be well-established. Memories of 17 years of 
»alist rule are still fresh. But if the right-wing party retains 
"er in upcoming elections, further progress could be made. 
^Aalta's greatest success has been in attracting company 
strations. A total of 700 companies have registered there in the 
'and-a-half years since the legal framework was created with 
ce from Chase Manhattan Bank. Many hail from Italy. The 


Swiss banks. | 
s is not a major obstacle given the large choice of Swiss banks. _ 
The bread and butter business of these traditional offshore cen- | 


in bearer bonds, and Germans in bank deposits. 

There is another reason to be wary. At present, the main attrac- 
tion of Ucits is their approved status within the EC, but this could 
change in the later talks on a unified Europe. 

The lustre of Luxembourg as an offshore investment centre, 
though, is burnished by its private banking services. On paper, 
they are very much like those in Switzerland, but with minimal 
taxation. Like the Swiss, Luxembourg does not regard tax evasion 
as a crime. Bank accounts are free from the scrutiny of foreign tax 
authorities. But unlike Switzerland, interest on deposits and bearer 
bonds can accumulate free of tax in Luxembourg. 

Here too, investors must question whether Luxembourg's 
privileged position within the EC will remain indefinitely. Some 
banking clients already prefer to access Luxembourg indirectly — 
by going to a bank in Switzerland, which then sends the money to 
a Luxembourg-based tax-free fund. 

Luxembourg also has its competitors within the EC. Ireland is 
perhaps an unlikely tax haven considering its own citizens are 
taxed fairly heavily. But the government has been trying to attract 
the financial management industry to settle in Dublin by creating 
an International Financial Services Centre. 
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Personal capital growth can be built up 
by regular savings into the 


ROYAL BANK OF CANADA 
OFFSHORE INVESTMENT SAVINGS PLAN 


How your savings can grow. The Plan contains a 
range of investment funds covering the principal world 


economies - those most likely to be successful. You can 
choose to 'save' in one or a number of funds and you 
can switch from fund to fund free of charge. Also, 
unbroken regular subscriptions receive attractive 
bonuses. 


Start saving now. Ask for a copy of our Offshore 
Savings Plan brochure. Telephone, fax or post coupon 
to Laurence Black, Royal Bank of Canada (Channel 
\ Islands) Limited, PO Box 48, Guernsey, Channel 
NS Islands. Tel: (0)481 723021. Fax: (0)481 723524. 
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This designated area has become known as the Dublin Docks. 
The government offers up a range of incentives, including 10% 
corporation tax, a temporary exemption from rates, and double 
deduction of rent expenses for companies holding leases of 10 
years or more. But this is not a free lunch. Only certain kinds of 
companies are eligible. And they cannot be mere brass plates. 
They have to employ staff. 

The Dublin Docks project has succeeded in attracting some 
well-known financial management names, like Chase Manhattan 
Bank, but it remains to be seen whether Dublin can really estab- 
lish itself as a financial centre. The tax concessions are not indefi- 
nite, and the EC may wish to ensure that remains the case. 

The other aspiring offshore centre is Gibraltar. And in its en- 
thusiasm to carve out a niche, Gibraltar claims it is willing to treat 
small investors with more respect than its rivals. 

One of its main achievements in recent years, however, was to 
attract to its rocky patch of land a major player in international 
media — Robert Maxwell. The magnate shifted some of business 
from Liechtenstein to Gibraltar prior to his death. But that coup 
does not add gloss to Gibraltar's reputation, given that Maxw ell 
siphoned millions off his empire's pension funds. 

While this scam had nothing to do with Gibraltar, the associa- 
tion with Maxwell does not serve the colony well. Nor does a 
previous scandal concerning Barlow Clowes, a Gibraltar-based 
investment management company that, as a result of fraud, was 
unable to re-pay its investors. 

The future of Gibraltar as an offshore centre, though, depends 
a great deal more on the development of its relationship with 
Spain. The Spanish resent the way in which a tiny territory on its 
doorstep continues to prefer allegiance to Britain. 

Two other EC states are looking for recognition as tax havens. 
One is the Netherlands. According to international accountancy 
firm Price Waterhouse, Holland is not yet a place for avoiding tax, 
but it is a useful place for companies to locate their treasury 
functions. Taxes are "symmetrical" meaning that capital gains 
and interest income are treated in a similar fashion. In some other 
EC countries, a capital loss cannot be offset against an income 
gain, resulting in a tax charge and lower post-tax earnings. 

The second unheralded EC tax haven is none other than Bri- 
tain. Price Waterhouse reports that they have one or two wealthy 
French citizens who want to become residents in Britain. For those 
who remember the days when Britain was renowned for its penal 
rates of personal taxation, this is certainly a radical change. & 


e e 
Latin legacies 
Latin America rarely comes to mind these days when consid- 
ering domiciles for offshore funds or corporations. Private 
bankers are more interested in the region for its flight capital 
than its offshore potential. 

But Latin America does boast two historic offshore centres, 
Panama and Uruguay. The latter could be seen as the once and 
future offshore centre for South America, while the former is 
clearly out for the count. 

Panama once ranked among the world’s best tax havens. 
Real estate investors and shipping magnates especially loved 
it. So did bankers, accountants and a But then its 
strongman, Manuel Noriega, suddenly fell from favour in 
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By Jonathan Burton in New York 
T he only certainties in life are death and taxes," Mark T 





once remarked. A century on, several Caribbean is] 
offer sophisticated schemes to avoid at least one of 
nagging inconveniences. 

Bermuda, the Bahamas, the Cayman Islands and the B 
Virgin Islands are, to many, simply tourist destinations — ho 
spots with plenty of duty-free shopping. But for those wh 
able to take advantage of these offshore investment centres — 
not every nationality legally can — the basic attraction is th 
portunity to hold, accumulate and transfer capital and in 
without local tax constraints or exchange controls. "It makes 
very attractive environment from which to operate," says R 
Decelles, a partner with US-based accounting firm KPMG 
Marwick. 

Initial filing fees in these Caribbean offshore centre: 
extremely low, averaging about US$300 to register a com 
with less than US$50,000 in share capital and somewhat h 
for larger businesses. In return, corporations and individual: 
no tax on income and dividends made through the dom 
entity. Gift and estate taxes are also non-existent. Profits ca 
crue untouched by governments until an investor decides | 
patriate his gains. Any retained income can provide a com 
with a tax-free base for future international expansion and ir 
ment. 

Such comfortable arrangements are not available to ever 
especially residents and companies from countries that 
cottoned onto the scheme. Japanese tax authorities, treat p 
made through Caribbean havens as if it were ordinary incom 
too do their counterparts at the US Internal Revenue Servic 

One way to get around such nettlesome interference is to « 
a joint venture with a partner whose home country is mon 


lands and other Caribbean tax havens. 

Uruguay, however, is trying to build upon its reputation 
the "Switzerland of Latin America" to become the leading 1 
gional offshore centre. Uruguay traditionally has no foreig 
exchange controls, and the buyers and sellers of foreign ct 
rencies are kept anonymous. 

Not jui digi the Uruguayan foreign-exchange mark 
is quite active, particularly in US dollars sourced mainly 
Argentina and Brazil. The country is also a key centre for bi 
lion trading. Uruguay offers a wide array of unrestrict 
banking services for investors as well. 

Financial authorities in Uruguay hope to expand the cou 
try's offshore banking attractions. They have recently enact 
specific legislation protecting bank secrecy. All banking oper 
tions are legally entitled to secrecy. Banking companies th 
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‘ing of tax havens. As long as, say, a Japanese firm has a minor- 
ownership, it can realise certain tax benefits. 
Tax efficiency, though, is not always the main reason for in- 
sting in offshore financial centres. Another top motivation is 
recy and anonymity. The authorities in these Caribbean ha- 
as, particularly the Cayman Islands, the British Virgin Islands 
d the Bahamas, generally are not a prying lot, so long as docu- 
nts and annual fees are kept current. 
Bermuda tends to scrutinise newcomers more carefully. ^The 
hamas and the British Virgin Islands are much better known 
their secrecy," says Robert Guisti, a partner in the San Jose, 
lifornia, office of international accountancy firm Ernst & Young. 
four of these offshore centres, though, do have information 
ange agreements with the US Government, primarily to fer- 
out narcotics traffickers and other criminals who might hide 
ome or themselves in this region. 
The islands also serve as prominent hedges against political 
5 witness the popularity in recent years 
the Caribbean as a haven for Latin 
»erican flight capital. People in troubled 
nes want a safe deposit for their money. 
? Caribbean havens in general are con- 
ered highly stable jurisdictions. Their le- 
systems are based closely on British law. 
e Bahamas has been independent for 
ily 20 years, while Bermuda, the British 
gin Islands and the Cayman Islands are 
»wn colonies. 
While these havens can accommodate 
st every investor, some are better suited 
n others for specific purposes. Bermuda 
he favoured domicile among offshore 
t trust managers, financial services and 
arance companies. The Bahamas receives 
h marks as well from insurance firms 
fund managers. The British Virgin Is- 
ls is often the choice of individuals and 
aller companies, and the Cayman Islands 
pular among international banks. 
"erceptions of these havens vary world- 
e. The Cayman Islands — particularly 
ir the BCCI scandal — are seen by Americans as tainted by drug 
rey. “If you're doing a sophisticated business transaction,” says 
> specialist in international law, “everything else being equal 
might not choose the Caymans.” But in Hongkong the 
mans are viewed as a reputable jurisdiction. 
similarly, the British Virgin Islands are regarded among Hong- 
ig residents as a cut-rate domicile. Americans view it as a mod- 
attractive centre with a corporate statute modelled after the 
2 of Delaware — the most liberal of all US states. “Lawyers 
' the British Virgin Islands,” gushes a New York-based attor- 
“You can do anything you want.” 
Kermuda is considered the most pristine domicile, edging out 
Bahamas. Fund management guru John Templeton runs 80 
Ms with assets of about US$18 billion from the island, as do 
y other global fund directors. Because of this, Bermuda is a 
sively more expensive place to operate a company than other 
liIbbean domiciles. Registration fees and other duties will run 
«t US$1,600, while legal fees tack on at least another US$2,500. 
minimum share capital for an exempted company other than 
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Total initial cost 


“British Virgin Islands 


Normal ongoing maintenance cost 
Annual tax/licence fees 
Normal local annual fees 





Normal annual cost from second year! 350 | 3,600 | 550 | 1,180 | 475 | 310 | 575 
‘Shelf companies usually available | Yes | No | Yes | Yes | Yes | Yes | Yes | 


Virgin Islands is as difficult as choosing a name and paying a 
registration fee. For so-called international business companies 
with less than US$50,000 in share capital, the fee is US$300. An- 
other US$300 a year keeps the documents current. Larger com- 
panies pay US$1,000 to file and US$1,000 in yearly fees. 

The simplest and least expensive way to register in the British 
Virgin Islands is as a resident company, but profits made outside 
the territory are subject to a 1% income tax. The costs involved are 
just USS200 to file and US$75 a year thereafter. 

The Bahamas charges smaller companies US$330 in initial fil- 
ing fees. Figure another $2,000 for outside legal advice. Bahamian 
rules require an annual registration fee of US$1,000. 

In the Cayman Islands, applications for exempted company 
status incur a maximum registration fee of about US$2,200 and 
another US$2,000 in legal costs. The Caymans have no minimum 
capital requirements. Annual fees for an exempted company do 
not exceed US$1,600. An exempted company promises to conduct 
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Political stability 
British-based legal system | Yes | Yes | Yes | Yes - 
Disclosure of beneficial owner No | Yes | No | Yes 















Source: Offshore Incorporation Ltd 


most of its activities outside the Cayman Islands, and in return 
receives great leeway. It neither has to register shareholders nor 
file an annual return. Yearly shareholders meetings are not re- 
quired, and a company can request exemption from any future 
taxation the Caymans might impose. 

One of the most straightforward ways for individuals to use 
these tax havens is through offshore open-ended or closed-ended 
unit trusts, many of which are incorporated in Bermuda and the 
Bahamas. These investments are widely available to non-US resi- 
dents. The tax benefits are the same as though the individual was 
incorporated in the jurisdiction himself; profits and dividends ac- 
crue tax-free until they are repatriated. 

Protection against taxation, though, is perhaps less important 
nowadays than preservation of capital against predatory and un- 
savoury investment advisers. Although laws in all four offshore 
centres today are comprehensive, justice has a longer reach in 
some places than others. Regulatory procedures in Bermuda are 
the strongest in the region, offering the peace of mind one might 
find in the US or Britain. In Bermuda, any mutual fund with more 
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By Anthony Rowley in Tokyo 











easured by the sheer size of its money flows, institutions 
M and investment infrastructure, Tokyo is undeniably one 

of the world's leading financial centres. But it still cannot 
lay claim to being truly internationalised. 

Offshore financial dealings are virtually non-existent in Tokyo 
and are likely to remain so while the present bureaucratic culture 
and regulatory ethos remain intact. Even if Hongkong's role as 
Asia's premier financial centre should be impaired after 1997, it is 
highly unlikely that Tokyo would assume the mantle. 

Japan may liberalise financial dealings with respect to Asia as 
it moves closer to the region, but it cannot hope to emulate 
Hongkong's openness and internationalism. "On the strictly off- 
shore side, Tokyo has very little going for it," comments one 
British fund manager who has worked in Japan for a number of 
years. He says costs are too high and there is "tremendous regu- 
lation of companies and individuals 
wishing to place money offshore." 

Behind all this is the very visible 
and unsubtle hand of the all-power- 
ful Ministry of Finance (MOF) — an 
unreconstructed behemoth that 
maintains a bureaucratic strangle- 
hold over financial markets and in- 
stitutions, native and foreign alike. 
“We have to submit to MOF regula- 
tion and oversight in Japan," com- 
plains another foreign fund man- 
ager. "It is rather pedantic and 
creates a lot of pointless reporting." 

For example, if foreign firms opt 
to manage money on a discretion- 
ary basis in Japan, rather than sim- 
ply advise, they have to submit 17 
copies of a quarterly report detailing 
dealings account by account. "[The 
MOF] really has nothing to do with 
what we do on behalf of offshore clients," says the fund manager. 
"This is uncalled-for interference and observation." 

He blames this on the Japanese bureaucratic desire to know 
everything that is going on, but doubts whether the system can 
digest all the statistics it demands. The endless forms that have to 
be filled out are very rigid, and not updated for new types of 
financial instruments. Much of the reporting is misleading to the 
point of being meaningless, managers say. Small wonder, then, 
that many of the 37 foreign firms among the 147 registered dis- 
cretionary fund managers in Japan elect to avoid such reporting 
by "advising" on funds instead of actively managing them out of 
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fund management group in, say, Hongkong, need prior pe 
sion from the MOF as well. The only exception is when the 
manager is a Japanese bank with a licence to deal in foreig 
change. This has the effect of encouraging money to flow 
domestic vehicles such as Japanese-registered unit trusts 1 
than to flow offshore. 

Regulations aside, costs tend to make Tokyo prohibiti 
offshore financial transactions. Fund management group 
liable for a composite tax rate of 56%, which comprises corp 
resident and enterprise taxes. Foreign fund managers say this 
not affect the costs paid by clients, but it helps explain wl 
many Japanese unit trusts are managed out of Hongkong 1 
than Tokyo. 

Nor can Japanese institutions escape the long arm o 
taxman by setting up subsidiaries in tax havens such as F 
kong or the Cayman Islands, since income derived from 
centres is considered part of the taxable income in Japan. 
impossible to shelter income from here," says one fund mar 

High costs also explain why foreign investment houses 
only analysts specialising in the Japan market in Tokyo. L 
costs plus high taxes work actively against Tokyo achieving 
international investment competence. A resident of more tha 
years is taxed on his worldwide income. 

Faced with all these obstacles, one might wonder why fc 
fund managers bother with Tokyo, beyond the need to ki 
close watch on the world's second-largest stockmarket after 
York. The answer has little to do with Tokyo's virtually 
, existent charms as an offshore 
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: When foreign fund man 
first were able to be licensed | 
vestment advisers in the 1980s 
assumed their main business v 
be “out-in” money, or fund 
vested into the Japanese mark 
behalf of overseas clients, anc 
out" money, or Japanese f 
looking for investment opportu 
abroad. Neither of these categ 
is classified as offshore busine: 

Japan did not have a large 
of wealthy individuals unti 
boom in land and stock price: 
lasted from 1987 to 1990. Ma: 
those who got rich in this p 
kept their funds invested in Jap. 
stocks and real estate, where re 
exceeded anything they could 

for elsewhere — until, that is, the bubble collapsed in 1990. 

major Japanese brokerages offered what were in effect guara: 

returns on equity investments, before the recent scandal over 
so-called compensation deals put an end to the practice. 

Many Japanese entrepreneurs invested heavily, too, in 
seas real estate and golf courses, but such investments were 
ally channelled through their own firms or were financed 
retained profits from business conducted overseas. In Ja 
largely deregulated foreign exchange environment, such ir 
ments cannot be termed capital flight. 

In general, Japanese do not entrust their money to forei 


for management the way that other nationals do. Swiss 
euch ae hiline Raar urhich have alcowbhoro heen offochHuo in t: 
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Financial integration for all your business needs 


In Japan, as around the world, Tokai Bank works as a partner 
in concert with companies looking to develop business outside of 
their home markets—with investment banking, corporate finance, 
fund-raising and retail banking all smoothly integrated for complete 
coverage of their financial needs. 

Tokai's broad base of operations in 25 countries keeps you in 
tune with local markets around the world, assuring you of precisely 
the information and advice you need— wherever your next project. 

Twelfth-largest in assets* worldwide, Tokai Bank is structured to 
respond to customer needs quickly, with regional headquarters in New 
York, London and Tokyo. 

For prompt coordination of overseas projects and a higher 
measure of individualized service and information, listen to the experts 
in integrated financial assistance— Tokai Bank. 


*Fortune Magazine, August 1991. 





compromising their long-term interlocking shareholdings in one 
another. 

Domestic fokkin are nowadays much bigger in aggregate than 
international tokkin. Foreign fund managers in Tokyo pride them- 
. selves on being able to attain better investment returns even in the 
^ domestic market than can Japan's Big Four securities houses: 
Nomura, Daiwa, Nikko and Yamaichi. The gap is closing, though, 
as Japanese houses become more familiar with the art of fund 
management. But fokkin funds are anyway contracting now in the 
wake of the Tokyo stockmarket collapse. 

A much bigger attraction for foreign fund managers is Japanese 
pension fund money. Foreign houses got permission to enter the 
pension fund market in April 1990 — several months ahead of 
being given the green light on mutual funds — but business has 
proved hard to come by. 

To begin with, the slice of the cake offered to foreign firms was 
much smaller than the roughly Y123 trillion (US$1 billion) worth 
of total assets in the Japanese pension fund system. Only the pri- 
vate pension fund component, worth around Y20 trillion, has been 
liberalised. And even then foreigners can compete only for the 
new-money element, worth up to ¥1.5 trillion annually. 

Measured alongside the perhaps X30 trillion under manage- 
ment in tokkin fund, this is still big enough to excite interest among 
foreign investment advisers in Japan. Tokkin funds are shrinking 
while pension funds are growing. The pension fund game ap- 
pears crucial as to whether or not many of the investment houses 
stick it out in the face of high costs and strict regulation. 

Nobuyuki Uwamori at Kleinwort Benson Investment Man- 
agement estimates that even Japanese investment management 
groups — generally the subsidiaries of securities houses, city or 
trust banks — have under 1% in all of Japanese pension fund 
business, compared with 60% for trust banks proper and 40% for 
life insurance companies. The foreigners' share is negligible. 

The big problem, according to Uwamori, is that the bulk of 
Japanese pension fund business remains "relationship-oriented 
rather than performance-oriented." He claims that foreign firms 
cannot hope to secure such business simply by emphasising their 
record on portfolio returns. They must be able to match the ex- 
penses and entertainment which Japanese fund management 
groups lavish on potential clients. 


If foreign firms cannot obtain useful slices of pension 
business within another two to three years, many of then 
"close down," says Uwamori. "Foreign companies are vet 
gressive at first but once they retrench they do it quickly." 

European fund managers take a longer-term view, hov 
arguing that as Japan becomes a more mature economy, ge 
ing more cash than can be invested domestically, demar 
external investment will grow. This could especially be the 
among Japanese pension funds. This money will have to | 
vested, though not necessarily managed, offshore, thereby 
viding new opportunities for foreign managers based in To 

Indeed, Japanese financial institutions are contracting th 
ternational operations, rather than expanding their offshor« 
sence as they have over the last decade or so. During the : 
many Japanese banks, securities houses and life insurance cc 
nies set up offshore investment subsidiaries in financial « 
such as Luxembourg and London. They did it partly for ta 
sons, but also to learn money management skills in handli 
ternational bond and equity portfolios. 

Some appointed foreign managers to help them, but all vi 
it as a way of learning more about the international money 
agement game. This was about the only example of pure off 
business done from Japan. “If a US pension fund gives mon 
say, Nomura Capital Management in London that is ‘out-o1 
true offshore business,” explains a foreign fund manager in T 
No one in his right mind would route external funds via 1 
for investment in a third country, as they might through F 
kong, he adds. 

Safely away from MOF regulation and the grasping hand. 
Japanese tax authorities, Japanese institutions made hay d 
the 1980s. But they have been hit hard by falling financia 
capital markets and by the appreciation of the yen over th 
few years. Now they are “recentralising.” 

Investment trust management is another promising are 
foreign fund managers. Several institutions — among 
Warburg, Fleming and MIM — have recently set up as forei; 
vestment trust companies in Japan. Credit Suisse and Schr 


are expected to follow suit. The trouble is that foreigners hé 


market their trusts through Japanese brokers and their cont 
support cannot be counted on if they become too successful 
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Traveller s Tales 


here is something almost surreal 
about the continuing US embargo 
on Vietnam, exemplified by the 
recent attempt to ground a US- 
med Airbus leased to Air Vietnam. Sur- 
il not only because it is so at odds with 
> national interest, but also with the per- 
nal feelings of those Americans and 
etnamese who do have contact — not to 
'ntion the feelings and interests of the 
llions in the south who always were pro- 
nerican. With trade banned, contacts 
w are channelled into lighter hearted 
ms. A little over a year ago I saw the 
ish outside the old National Assembly 
ilding in Ho Chi Minh City (hereafter 
named Saigon) of a "peace run" by US 
2tnam War veterans from Phnom Penh 
Saigon. Now my colleague, REVIEW 
blisher Tom Eglinton, himself an 
nerican, has actually participated in Vi- 
sam's first international marathon held 
16 February. 
That was a stout effort for a veteran (not 
Vietnam) of 47. He had intended only to 
e part in a 10-km race the day before 
* marathon, but entry to that was de- 
red "full" so he braved heat and heart 
ick to tackle the big one. It was at least 
? way for a first-time visitor to Saigon to 
a tour of the town. Starting from the 
mument to Ho Chi Minh outside the 
ices of the People's Committee (formerly 
* Town Hall) the route went along the 
igon River and through the city centre 
wre crossing the river out into paddy 
ds and back through the northeastern 
urbs to finish at Reunification Hall — 
' old Presidential Palace. 
A continuous line of spectators up to 
deep flanked the route to cheer on the 
veating competitors, while children 
ved flags and adults offered water and 
against the thirst, oranges and bananas 
Keep up their energy. By kilometre 17, 
n was last, trailed only by a legion of 
cles and the official ambulance. As vi- 
ins loomed of being trailed by the Grim 
mper himself, Tom finally gave up at 
me course, 
Ke an achievement for one who hadn't 
ned for the event. 
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two hours 43 minutes — it can claim some 
significance. Competitors from 24 countries 
including Vietnam competed and a total of 
700 from overseas, including 70 Americans, 
took part either in the marathon or related 
events. The organisation was very smooth, 
the competitors and spectators enjoyed it, 
and Saigon showed it could rise to the oc- 
casion of an international event. 





Meanwhile, up the Mekong in Phnom Penh, 
pro-Americanism is alive and well, reports 
visiting staffer Gavin Greenwood. 
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Take these cigarette brands on sale. 
They come with oddly familiar brand 
names announcing they are "Made in 
U.S.A.," even giving an address in Cary, 
South Carolina — in the middle of tobacco 
country — a bar code and Surgeon-Gener- 
al's warning. Industry sources in Hong- 
kong say they have never heard of Ameri- 
can Asia International Tobacco Inc. that 
purports to make them. Users, coughing 
more than ever, suspect they are made in 


Vietnam. 
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In keeping with his "neutral" 
and long-standing links with Pyongyang 
Prince Norodom Sihanouk has chosen tc 
surround himself with North Korear 


positior 


bodyguards. These blue safari-suited 
Praetorians clear the way for the prince and 
generally exude an air of silent menace that 
contrasts strangely with Sihanouk's leg ger 
dary loquacity. When Australian televisior 
journalist Paul Lockyer — well-known tc 
Sihanouk after years of reporting Cambo- 
dia’s travails — asked him during a press 
melee whether he trusted the Khmer 
Rouge (“not a hundred percent”), the 
North Koreans bodily lifted the burly 
Lockyer and dumped him into the crowd 
At Lockyer’s next, somewhat croaked 
question: “Do you trust the North Kore 
ans?” the prince was seen to giggle. 


There are those who say the REVIEW is ar 
organism more than an organisation. In ar 
organisation people come and people go 
An organism co-opts the diverse spirits o! 
those who are part of it. One such spirit i: 
Joan Barry, who has been represe nting the 
commercial side of the REVIEW in the US 
for the past 20 years. It is hard to imagine 
anyone more enthused with the product 
more in tune with the soul of the REVIEW 
than this born-to-the-purple daughte: 
of New Orleans who grew up in Chatta: 
nooga, Tennessee. Had she been a genera: 
tion younger she probably would have 


been the world' s first temale Formula One 
dAriror Ac thie alaa law àla manitas IT iĝ 
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SOUTH AFRICA 


The Cape Malays 


Called ‘coloureds’ under apartheid, now they are reviving their past 


By Hamish McDonald in Capetown 


urul Erfaan Rakiep remembers 

his father telling him that their 

family was descended from a 

prince of Tidore in the East 
Indies who brought Islam to this southern 
tip of Africa. Throughout his life, Rakiep 
nursed the heirlooms handed down from 
that distant ancestor — a curved sword, a 
round shield, some documents in Arabic 
script, a compass — and tried to find out 
more about him. 

Once Imam Abdullah Kadi Abdus Sa- 
laam was put on a Dutch ship for the Cape 
on 13 April 1780 as a staats gevangene (state 
prisoner), his life is quite well documented. 
Abdullah spent 10 years on Robben Island, 
the prison settlement off Capetown where 
200 years later Nelson Mandela and other 
anti-apartheid leaders served long terms of 
hard labour. 

Released from prison, Abdullah re- 
mained in the Cape. Although Muslims 
had been in the Cape probably as part of 
the first Dutch East India Company settle- 
ment in 1652, he became a great propaga- 
tor of Islam, and became known as Tuan 
Guru (Master Teacher). He wrote out the 
Koran from memory and composed a book 
on Islamic law: for many years these re- 
mained texts for the Malays and other 
Muslims, the majority of whom came as 
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Rakiep (left) and his son. 


slaves from the Indies and the Dutch 
settlements along India's Coromandel 
coast and in Ceylon. He became the imam 
of one of the first mosques allowed by the 
colonial government, and is thought to 
have started the first Islamic school in 
Capetown, which taught the Koran to 
the children of slaves and "Free Black" 
residents. By the time he died in 1807 
at the age of 95, the school had 375 
students. 

What Rakiep does not. know is what 
Abdullah did to earn his sentence — there 
is some suggestion of conspiracy with the 
English against the Dutch — and what was 


FICTION 


Out of 


boundaries 


By Nicholas Bradbury in Toronto 


Poet and novelist Michael Ondaatje and 
his writing are hard to pin down. They 
hgirawv 2 comnlev culhiral heritaee that 


his background. Rakiep wonders if 
branches of the family still back in Ti 
one of the famous spice islands o: 
Moluccas, would be interested to k 
about Abdullah's life in distant Soutl 
rica. 

The legacy from the Indonesian a 
pelago, along with a growing devoti 
Islam, was a source of confidence 
Rakiep during a hard life as a tailor ra 
a large family of his own, a life in whic 
like many other non-White people sufi 
from the disruptions, humiliations an 
justices of apartheid. 

Now 70, he is retired, living in the s 
former council house he was allotted 
ing the 1950s, when Cape Malays and « 
"Coloured" races were forcibly mi 
from inner districts of Capetown tc 
barren sandy plain behind Table Mow 
called the Cape Flats. 

Like all the 400,000 or so present 
Malays in the Cape, Rakiep was left 
only fragments of his ancestors' cu 
and the only Malay words he knew « 
in Afrikaans, the Dutch-based langua; 
the Boers descended from the first E 
pean settlers. 

In those early years, the White colo 
practised the dour fundamentalism o 
Dutch Reformed Church, and let the sl 
follow their own faith (though steppir 
when they started any missionary act 


and Sinhalese blood, part of a comm 
in the interior, away from the exclusi 
British administration in Colombo. T] 
amidst the tea plantations, the style 
Ceylon and Europe seemed to mix e 
in the extraordinary lives of his pai 
and their society, beautifully descrilx 
Ondaatje's second book of prose, Run 
in the Family. 

While the young Michael was run 
barefoot among the palm trees, his Te 
black father Mervyn was stopping t1 


on the Colombo-Trincomalee line ir 





'ong the Blacks). Islam thus became the 
uin indentifier of the Malays. “They have 
cen away our language, our culture,” 
/s Rakiep, “but they can't take away our 
igion." 
Over the years, Rakiep has taught him- 
f Malay from chatting with Indonesian 
d Malaysian sailors. When his wife died 
1972, he decided to go to Tidore. On the 
'ommendation of one seaman, he wrote 
the Indonesian magazine Tempo telling 
. family story and asking for guidance. 
‘received some encouraging letters from 
iders and officials of the Department of 
ligion. 
However, when he reached Singapore, 
kiep found the Indonesian Embassy 
uld not stamp a visa into his South Af- 
an passport since Jakarta's sanctions in- 
'ded a tourism ban. His funds were 
ining out, and Rakiep was forced to re- 
n home. 
If the effects of apartheid thwarted his 
pes once, Rakiep still hopes to make it to 
lore before he dies. "My greatest wish 
i my dream is to go back over to my 
intry of origin," Rakiep says. Mean- 
tile, he has his duties as an imam and 
triarch of an expanding number of 
indchildren, guiding family and com- 
nity through a period of rapid change 
South Africa. 
A simple gathering one Sunday in a 
-kyard on the Cape Flats, to name 
kiep's latest granddaughter, showed 
W Islam and family unite the Malays as 
ll as the other Muslims they have gath- 
d into their fold. Rakiep and several 
er male relatives and friends sat on an 
carpet under a tattered green canvas 
ning that filtered the bright African 
light. Head down, goatee-bearded 
*ikh Jassiem followed intently as young 
in took turns chanting passages from the 
ran, intervening to help when they 
imble with the Arabic. 


alls, “My mother took us away to live 
England, where I was flung into a 
ld I'd never seen before. I remember 
‘re was a whole bizarre costume 
ange. Ties — I'd never seen ties — 
iks, blazers.” At 19 came the move to 
mada, where his elder brother 
ristopher was making the first steps 
yards what would be a successful ca- 
* as a financier. "Although I really en- 

England now," Ondaatje says, "I 
im't like it at the time. Then Canada — 
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Islam and family meld in name-giving rite. 


After two hours of reading, the new 
baby was carried into the circle on a large 
cushion, roses pinned to the quilt. Jassiem 
and Rakiep said prayers and sprinkled 
water on her head. The name-giving cer- 
emony over, the roses were handed round 
and pinned to shirt-fronts. The men chat- 
ted as women in bright dresses and head 
scarves brought in bowls of rice and curry 
from the nearby bungalow. Outside, child- 
ren raced around the grassy backyard and 
took turns riding a pony. The sunlight 
gleamed off a score of Japanese cars parked 
at the front. 

Conversations with Cape Malays re- 
vealed mixed feelings about the ending of 
apartheid and moves away from White 
minority rule. For all the oppression suf- 
fered under the Whites, they are proud of 
their contribution to South Africa. Tradi- 


write under the weight of so many previ- 
ous writers seemed bizarre at the time." 
In Canada, writing was a way of coming 
to terms with his new environment: “I 
suppose that I am an immigrant writer. 
In some ways everyone is in Canada. But 
what's happening now is that immigrant 
writers are not just coming to a new 
country and writing about their struggles, 
instead they write about the demands of 
two different cultures, and of going back 
and forth between them." 


This $ed ia tha bthacssn -Raaessshe t 


OWNOCOONW HSIUANOH 


tionally the artisans of the Cape, they are 
doing well, with increasing affluence, 
secular education levels, property owner- 
ship and access to the managerial jobs once 
reserved for Whites. The future is unfami- 
liar, possibly full of dangers. Some said that 
the Malays were seen as stand-offish 
among Africans, and were resented for the 
privileges given them over other non- 
White races. 

Achmat Davids, a scholar and writer of 
the community, also sees a closeness be- 
tween the Cape Malays and the Afrikaners. 
While the Afrikaners rode roughshod over 
other groups, they had a degree of protec- 
tiveness towards the Malays — who were 
seen as hardworking, useful tradesmen 
who were also compliant and apolitical. 
When apartheid was applied by the Na- 
tional Party regime after 1948, the Malays 
were included in the "Coloured" popula- 
tion, along with the mostly Christian mixed 
race people resulting from early miscege- 
nation between Whites and Africans. The 
Indians were classified as "Asians" with 
somewhat fewer privileges. 

This is probably because the Afrikaners 
and the Malays were part of the early his- 
tory of the Cape settlement before the Bri- 
tish took it in 1806, Davids believes. "They 
were interdependent in those days," he 
says. "It was some sort of symbiotic rela- 
tionship." The Afrikaans language had first 
emerged in the Cape, as settlers “creolised” 
their Dutch with Malay-derived words like 
batja (read), ghanbar (news), ghoentoem 
(thunder), kalie (river) and mandikamar 
(bathroom). 

Spicy Malay cooking infused and 
helped name favourites of the Boers like 
sosatie and boboetie. Both societies are 
marked by strong patriarchal authority and 
extended families. Among the Malays, the 
most popular music is still old Dutch songs 
set to the jerky rhythms of Kroncong, a 
popular music form from Java. "The other 


hyphenated Canadian writer, his next 
book, In the Skin of a Lion, which was 
nominated for the 1988 Booker prize, is 
not about Asia or Asians. Although he 
takes immigrant life in Toronto in the 
1930s as his subject, Ondaatje writes of the 
Greek and Macedonian community that 
inhabits the neighbourhood where 
Ondaatje now lives. 

Ondaatje says that he misses Sri Lanka, 
with its sense of place and history and 
often considers returning there to live. 
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thing we have in common has been that 
we are koppig [stubborn],” says Davids. 

But there is a bitter strand to that fami- 
liarity with the Afrikaners, from whom the 
Malays received patronising praise — the 
Malays were called the "elite of the col- 
oured peoples" with "among them some 
of the most intelligent of the coloured 
races" — and a succession of policies in- 
tended to keep them in their place. Politi- 
cal representation was token, through the 
powerless Coloured chamber of parlia- 
ment. Their retention of Bo-Kaap, the 18th 
century Malay quarter in the centre of 
Capetown, was for show purposes: the 
evictions under the Group Areas Act 
from other areas, notably District Six, 
meanwhile caused great financial loss and 
hardship. 

Even as conditions improved, through 
the extension of urban services to the new 
Coloured areas and through the economic 
boom of the 1960s and early 1970s, the 
Malays felt only half privileged. 

"Every person of colour in the South 
African context was a poor person," says 
Davids. "Poverty was not an economic 
manifestation but a psychological state. | 
might have the money to buy a certain 
property, but I could not buy it. I could not 
go to certain beaches because of the colour 
of my skin. We did not have freedom of 
movement and association." 

For a long while, some community 
leaders also rejected the label Malay as part 
and parcel of apartheid's system of racial 
classification and separation. They pre- 
ferred the term "Cape Muslims," to stress 
that their congregation had always in- 
cluded people from all around the Indian 
Ocean, not just the East Indies, and that 
Islam rejected racial distinctions among 
believers. They were sick of being paraded 
as another quaint minority in South Afri- 
ca's racial mosaic. Their council of ulamas 
(scholars) in 1961 had been the first reli- 
gious leadership in South Africa to declare 
apartheid a heresy. 

The Malays had been jolted out of their 
passivity by the 1976 massacre of Soweto 
schoolchildren and had joined the protest 
movement, with even social groups like the 
Cape Malay Choir Board issuing political 
statements. The African National Congress 
had meanwhile been cultivating the Ma- 
lays, and had also opened a liaison office 
in Kuala Lumpur. 

With the end of legal apartheid and the 
start of a shift to majority rule, there seems 
to be a reawakening curiosity among the 


The book that never changes 


Fortune-tellers & Philosophers: 
Divination in Traditional Chinese Society 
by Richard J. Smith. Westview Press, 
Boulder. US$49.95. 


Few people embrace incompatible be- 
liefs more readily than the Chinese. Others 
might operate in either/or categories, but 
not the Chinese. Others might declare 
themselves either Protestant or Catholic, 
but the simultaneous worship of Buddhist, 
Daoist and Confucian deities would not 
seem inconsistent to a Chinese. As one 
such worshipper once explained to your 
reviewer in China: “They can't all be right, 
but one of them might be." 

Great believers in fate, the Chinese also 
believe in the possibility of averting fate. 
Centuries of geomancers, monks, magi- 
cians and occultists have done good busi- 
ness providing means for outwitting des- 
tiny. The writer Lu Xun, whom Richard 
Smith quotes, wryly observes that the 
“wise ancestors" who originated these su- 
perstitions were astute enough to see that 
“the uncertainty of ‘certain 
fate’ could not . . . give 
people a sense of cer- 
tainty," and so they de- 
vised fate-modifiers like 
magical charms, prayers 
and geomancy, and pro- 
nounced "genuine fate" to 
be the outcome of all the 
methods essayed. 

This allows you to have 
it both ways — to have 
things taken out of your 
hands and to have a hand 
in making things happen. 
A belief in predestination 
need not pre-empt initia- 
tive. After all, futures can 
be negotiated; fate might 
be a given, but it is neither inevitable nor 
inescapable. 

Does this mean that the Chinese are not 
really as fatalistic as is often thought? It 
would be interesting to know, as it would 
to know if divination mirrors something 
fundamental to the Chinese world view — 
a tendency to see both natural phenomena 
and human relationships as resting on give 
and take, to seek solutions in compromise 
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ciety greatly given to the idea that o 
sites may be reconciled, that things 
nate with one another, and that hu 
destiny forms but a component of an 
nal order (of heaven, earth and mai 
which activity in one part can bring a 
a corresponding response in another. 

His scholarly study leaves out ne 
nothing when it comes to technique 
divination. He has found space for the 
of Changes (Yijing or I Ching), oracle bx 
prognostication texts, the casting of m 
stalks, the geomantic evaluation of 
(fengshui), the selection of lucky c 
physiognomy, numerology, the analy: 
written characters, the interpretatio 
winds and vapours, and much else bes 

He is brave to tackle the Book of Cha 
the arcane work that colours all divi 
techniques. We understand its metap 
cal and numerological symbolism an 
complex patterns of relationships an 
trigrams and hexagrams no better fo 
centuries of obsessive scholarly atte: 
lavished on it. Yet it continues to b 
vered and consulted. 

Seen to have all thi 
swers, did it discourag 
the right questions? Tt 
lieve that the hexagı 
yielded explanations 
light, heat and electr 
could hardly have | 
conducive to scientifi 
quiry. Indeed, science 
superstition are hard t 
apart in Chinese thinl 

The ambiguity 
mysticism of the Bo 
Changes suffuse those 
ciplines which shar 
cosmology — traditi 
Chinese medicine is 
example. Neither mi 
nor medical beliefs are noted for thei 
ternal consistency. The first physic 
were probably magicians: in China, 
seem to have remained so. 

Smith sees the popular Chinese 
course to fortune-tellers as fulfilling en 
ing social and psychological needs, w 
ever they may be. Certainly the persist 
of ancient supernatural beliefs is not in 
doubt. In Hongkong, Smith notes, s 
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tank failure 


nkrupt: The BCCI Fraud by Nick Kochan 
1 Bob Whittington. Victor Gollancz, London. 
95 (US$9). 


Bankrupt is the kind of quickie paper- 
ck that gives the genre a bad name. This 
st book-length account of the rise and 
l of Bank of Credit & Commerce Inter- 
tional (BCCI) is shoddily edited, poorly 
urced and often inaccurate, not to men- 
n badly written. 

Nonetheless, the saga of BCCI's collapse 
a compelling one and even the most 
ckneyed attempt to recount the exploits 
Agha Hasan Abedi and his confederates 
ll have its moments. In the midst of their 
"athtakingly paced screed, British jour- 
lists Nick Kochan and Bob Whittington 

come up with some new and illumi- 
ting anecdotes, particularly about the 
ipping empire of the Gokal family, 
nose success and failure mirrored that of 
“ir bankers. 

They also do a reasonable job detailing 
è pedigree of BCCI's erstwhile Saudi 
areholders, who acted disingenuously 
ured when accused by US authorities of 
ud. And they provide interesting infor- 
ation, apparently unavailable elsewhere, 

BCCI's tangled relationship with the 
hlavi family of Iran. 

Mostly, though, the authors rehash 
eady published material and ride 
aghshod over their intrinsically sexy 
ry in doing so: “The busting of the bank 
6 exposed a rotten carcase, swarming 
th parasitical arms dealers, terror groups 
1 power hungry security services,” they 
lite. “The vile stench released infected the 
nk's financial structure through and 
ugh.” 

The authors take the view that BCCI 
ander Abedi and his Pakistani cohorts 
re con men who sought out all available 
hy lucre to keep their scam rolling, 
ether it be deposits from Abu Nidal 
funds stolen from the bank's own pen- 
i scheme. They argue that BCCI’s com- 
x offshore structure was meant to de- 
we from the beginning and that regula- 
$ were reined in by political masters 
o, in many cases, were in Abedi's thrall. 
ey also argue, rightly, that BCCI au- 
ors Price Waterhouse and the Bank of 
gland should be accused of incompe- 


ae. 
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degree of protection. 

But the authors dampen their own 
credibility by recounting every unproven 
canard dredged up by journalists in the 
early rush to get a beat on the story. The 
Time magazine allegation that BCCI had a 
1,500-man, Karachi-based “black network" 
hit squad to terrorise and assassinate its 
enemies is perhaps the most incredible. 

The truth of Bcc! is no doubt more 
mundane than the comprehensive global 
conspiracy painted by the 
authors. Abedi and his 
chief lieutenant Swaleh 
Naqvi are almost certainly 
crooks, but it is debatable 
whether BCCI was a swin- 
dle from day one. The 
uniqueness of the role BCCI 
played for terrorist groups 
and intelligence agencies is 
also overstated; all major 
international banks regu- 
larly launder money 
whether they like to admit 
it or not. 

The authors also do pre- 
cious little to flesh out the 
context in which BCCI 
flourished. They are poorly 
informed about Subcontinental business 
mores and fail to note that by Pakistani 
standards, BCCI was a first-rate institution 
in terms of service. Nor do they provide an 
explanation for why the bank's Gulf share- 
holders kept stumping up more cash. The 
role of the ruler of Abu Dhabi, Sheikh 
Zayed, is no doubt more complex than that 
of an easily duped desert bumpkin. 

The story of BCCI, at one time the 
world's largest privately-owned bank, 
requires a more thoughtful and thorough 
approach. Students of the scandal would 
do better to read through newspaper and 
magazine clips. m Jonathan Friedland 





Skewed crisis 


Waiting for Allah: Pakistan's Struggle for 
Democracy by Christina Lamb. Hamish 
Hamilton, London. £17.99 (US$32.70). 


Many journalists reach a point in their 
career when daily news reporting becomes 
intellectually ephemeral and mentally per- 
functory. The desire to write a book for 


posterity becomes overwhelming. Yet not 
all ran cnccoce at thic tack Gamo of tho 








of President Zia-ul Haq, the ascendancy 
and decline of Benazir Bhutto, as well as 
the Afghan war. Her reports — models of 
precision, objectivity and clarity — won her 
a British Press Award in 1989. Yet the book 
she chose to write on the 20 months of 
Bhutto’s government came out exactly the 
opposite. Replete with major factual errors, 
full of unauthenticated prejudices, and 
with her analyses obscured by shoddy or- 
ganisation, the book does little to enlighten 
readers on the deep crisis 
of the Pakistani state 
structure. 

The Pakistani media 
has had a field day point- 
ing out the “treasure trove 
of mistakes” in the book, 
These range from inaccu- 
rate dates, misspelt names, 
wrong designations of po- 
litical figures and a section 
on the early history of Pa- 
kistan that has been writ- 
ten so quickly that even a 
Pakistani school boy could 
find many faults in it. 

Despite her self-pro- 
fessed proximity to 
Bhutto, the author gives 
no new insight into the covert battles that 
raged in Islamabad between Bhutto, the 
army and President Ghulam Ishaq Khan, 
who finally dismissed her as prime minis- 
ter on 6 August 1990. Many of the facts she 
provides are culled from local newspapers 
and her own reporting. 

However, when Lamb is not encum- 
bered by the need for analysis or exact- 
ness, she is superb. Thus the chapters de- 
scribing the collapse of law and order in 
Karachi and Sind province and the com- 
plete alienation of the ordinary Sindhi 
peasant from the Punjabi-dominated army 
and bureaucracy, are both penetrating and 
entertaining. So too are her descriptive 
pieces on the Afghan Jehad, the "Rent à 
Tours" that the mujahideen based in 
Peshawar organised for visiting foreign 
journalists, and the political shambles the 
mujahideen found themselves in immedi- 
ately after the withdrawal of Soviet troops 
from Afghanistan. 

An abundance of cynicism pervades 
much of Lamb's writing — which review: 
ers have partly attributed to the fact thal 
her friend Bhutto forced her to leave the 
country after she published a report of ar 
impending army coup against the govern: 
ment. 
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Stake in the cake 


Malaysian government split over foreign-investment rules 





By Doug Tsuruoka in Kuala Lumpur 


roposals for tough guidelines on 
foreign investment in Malaysia 
are raising questions from busi- 
nessmen who fear the new rules 
may depart from the country's liberal in- 
vestment policies. The suggested measures 
underscore impressions that policy disa- 
greements are taking place between con- 
servatives and liberals inside Malaysia's 
government which threaten to throw its 
foreign-investment policy into disarray. 

The policy shift was contained in more 
than 50 pages of draft guidelines issued in 
January by Malaysia's Foreign Investment 
Committee (FIC) to the country's 12 mer- 
chant banks. The FiC is a powerful panel 
created in 1974 to ensure that foreign and 
domestic investment projects comply with 
national policy aims. 

Details of the new proposals have not 
been published, but sources who have seen 
the document say it seeks to limit to 30% 
foreign participation in companies which 
want a listing on the Kuala Lumpur Stock 
Exchange. Signs of a hardening in official 
attitudes are most evident in the property 
sector, where speculators from Singapore, 
Taiwan and Japan have been active in re- 
cent years. 

There are also proposals which could 
limit foreign investment to 30% from the 
outset of joint property ventures and other 
projects. This contrasts with the FIC's ear- 
lier practice of allowing foreign partners a 
certain number of years in which to com- 
ply with the 309; provision. 

In a move that may have a far-reaching 
impact on both foreign and domestic in- 
vestors, the draft guidelines further stipu- 
late that all companies maintain their 30% 
bumiputra-equity levels on a constant ba- 
sis — even where corporate manoeuvres 
create a temporary imbalance in share 
ownership. Companies doing business in 
areas where bumiputras (or indigenous 
Malas: hassa 2 aimeboaic solo mav alre ho 


for non-Malaysians in such areas as manu- 
facturing. 

Even partial enactment of the guidelines 
sets a disturbing precedent for foreign 
businessmen used to operating in a more 
permissive investment environment. Notes 
the chief executive of a large Malaysian 
corporation: “The government is beginning 
to speak with two voices.” 

Sources say Malaysia’s increasingly 
mixed signals on foreign investment reflect 
a struggle between conservatives and libe- 
rals in the ruling United Malays National 
Organisation, following the expiration of 
the 20-year-old New Economic Policy (NEP) 
in December 1990. 

The NEP, a socio-economic blueprint for 
government policy, aimed to ensure bumi- 


putras held 30% of all corporate equity, 
foreigners 30% and everybody else 40%. It 
was replaced last July by the New Deve- 
lopment Policy (NDP), which relaxes the 
30% rule for bumiputras. The NDr, in fact, 
omits mention of a specific deadline for 
attaining the 30% target in favour of pro- 
makine mulb.racial aeanamic erourth 


The government, for its part, denies 
there has been a breakdown in coord 
ing its policy towards foreign investm: 
International Trade and Industry Min 
Datuk Seri Rafidah Aziz argued rece 
that foreign interest in Malaysia had | 
rekindled by the government's effor! 
prolong many of the incentives for for 
manufacturers which were mooted : 
after Malaysia's 1985-86 recession. 

But Rafidah's insistence on this s 
contrasts sharply with efforts by s 
conservatives to bolster many of the ^ 
original tenets, especially with regan 
bumiputra share allocations. 

Tan Sri Jaffar Hussein, governor of I 
Negara, the central bank, called recentl 
the formation of a second Permod 





Nasional, the giant state-investment c 
pany, which has served as a lever in 
government's efforts to accord bumipt 
a bigger share in the country's corpx 
equity. Jaffar sits on the FIC and was or 
the architects of the new draft guidelii 

Other advocates of a tougher line 
huminutra-share allocations have m 
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rement is being properly adhered to. 
Although the latest moves in Malaysia's 
icial investment policy are unlikely to 
ər the basically liberal stance towards 
eign investment, they may cause over- 
s businessmen to think twice before 
tting money into the country. 

The government will probably allow 
ne of the more restrictive provisions of 
. FIC guidelines to remain, in order to 
lect criticism from conservative Malays. 
ere is also a chance that the authorities 
1 continue to restrict certain types of 
eign investment. 

This is particularly true in the case of 
yperty. Some analysts note a gradual 
dening over the past two years in the 
vernment's attitude towards foreign 
»perty investors, since the FIC accelerated 
‘timetable under which non-Malaysians 
oint property ventures were required to 
luce their holdings to 30%. 

In one test case in 1990 involving a 
»perty investment, the Japanese trading 
1se C. Itoh & Co. was permitted only 
ee years to meet the 309; requirement. 
is contrasted with the previous policy 
der which many foreign partners were 
en up to five years to meet the deadline. 
e central bank later followed up the FIC 
ion in November 1990, by banning for- 
ners from borrowing money from banks 
Malaysia to finance local property ac- 
'sitions. And last August, the FIC de- 
ed to cap foreign equity at 30% in the 
rger between Rasa Sayang Beach Hotels 
1 UBN Holdings. 

Defenders of the government's position, 
wever, argue that cracking down on 
eigners in the property sector is the least 
mful way to combat conservative criti- 
n, while leaving the rest of the country's 
"ral investment policy intact. Choice 
sperties are customarily held for a few 
ars and then resold at a profit, without 
ating many jobs or improving Malay- 
is productive potential. 

The government would think twice be- 
œ applying more rigorous policies 
inst foreign manufacturing operations 
ich have contributed so much to the 
nomy. It is probable, therefore, that 
"ign manufacturers will be spared the 
rpest policy changes, beyond the equity 
posals currently espoused by the FIC. 
The government has other reasons to 
ike fewer changes in the foreign manu- 
uring sector. Approved applications for 
w foreign projects fell by more than half 
S142 billion (US$5.2 billion) in 1991 
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Hyundai Motors pins hopes on automation 


By Mark Clifford in Seoul 


outh Korea’s Hyundai Motors is re- 
lying heavily on automation to help 
overcome rising labour costs and 
poor quality, but it could fall prey to re- 
garding robots as a panacea for poor 
management. 

Hyundai Motors is aiming to invest 
about Won 760 billion (US$1 billion) in 
new equipment over the next five years to 
improve quality and to upgrade its pro- 
duction lines. Some Won 50 billion a year 
will be spent on automation, mostly in 
the final trim and assembly shop where 
the cars are put together. The rest will be 
spent on retooling its production lines to 








prepare for the introduction of several new 
models. 

According to Suh Chang Myong, ex- 
ecutive director in charge of the company’s 
automation programme, Hyundai risks 
pricing, itself out of the market if it does 
not aggressively automate production. He 
cites the fact that wages have doubled since 
1987. “We must have competitive qua- 
lity, competitive productivity,” says Suh, 
“otherwise it’s hopeless.” 

But industry sources say the money 
would be better spent after Hyundai tack- 


les poor relations with its labour force and 
annnlisroe Tt naad nanlu lank ac far ac lare. 


Hwan Suk, a researcher at the state-funded 
Science and Technology Policy Institute 
(STEPI) who is studying the auto industry. 
“Workers have changed very much. 
Policymakers and managers must adapt to 
the new situation,” he says. 

Indeed, South Korea's car industry has 
been rocked by labour turmoil for much of 
the past five years, with Hyundai the most 
recent casualty. In late December and early 
January, the company endured a lockout 
and strike that crippled production for al- 
most a month. In the end, the demands of 
hardline unionists for extra year-end bonus 
payments were defeated, giving the com- 
pany a year or two of breathing room. 

Whether Hyundai uses this time to de- 
velop a new partnership with labour will 
test the strength of its management. If a 
recent tour of the new plant which pro- 
duces Hyundai's Elantra is any guide, the 
company still has some way to go. 

Hyundai is counting on the Elantra, its 
latest model, to win back market share in 
the US. The car body is assembled almost 
completely by robots, which bob and 
weave in an impressive choreographic 
display on a highly automated production 
line. Welding at the plant is 94% auto- 
mated, comparable with the levels of 
Japanese and US rivals. The painting shop 
is also highly automated. 

In addition, improvements have been 
made in the layout of the final assembly 
shop, which is traditionally the most diffi- 
cult to automate. By the end of 1995, Suh 
hopes to raise the overall automation rate 
to 80% from its current level of just over 
50%. Direct labour for assembling the 
Elantra is now between 16 and 17 hours 
per car, says Suh, still several hours more 
than he would like. 

While the automation programme may 
be impressive, quality-control systems ir 
the plant seem primitive. Suh says thal 
Hyundai has adopted the philosophy ol 
quality guru J. Edward Deming, who pro 
vided the theoretical underpinning fo: 
what the Japanese have put into practice. 

But Hyundai has not adopted the rigo: 
rous statistical analysis that Deming anc 


— nannten! cnaoaialiair mannaa 


BUSINESS 





derstand the company's production sched- 
ules, but appear confused about the qual- 
ity-control data displayed at each 
workstation. 

Most tellingly, there is no evidence that 
the quality-control data collected by man- 
agers is being relayed to the workers on 
the production line. The corporate message 
about quality appears to have missed the 
shop floor. 

Hyundai has similar quality problems 
with its suppliers, too. Hyundai recognises 
that it must work to improve its often acri- 
monious relations with the firms that sell 
components. "There is a big gap between 
Hyundai and the vendors," says Suh. "We 
must educate the vendors." 

The company now has more than 400 
components suppliers, four times too many 
by Hyundai's reckoning. Part of this re- 
flects deliberate duplication, after strikes at 
components companies harmed the car in- 
dustry in 1988 and 1989. Quality has suf- 
fered because of the multiplicity of inexpe- 
rienced suppliers. 

Hyundai hopes to streamline its 
sourcing process, cutting the number of 
direct suppliers to 100 by 1995. The key 
intermediate vendors would do much of 


Strait 
ahead 


By Carl Goldstein 


A survey commissioned by the Taiwan 
Government has come up with a sur- 
prisingly positive picture of how Tai- 
wan-invested factories in China are far- 
ing. Fully 85% of the 302 firms polled 
said they were planning further capital 
increases to raise production levels in the 
coming year, indicating considerable op- 
timism about their prospects. 

Some 30% of the companies that re- 
sponded to the study by a Taipei aca- 
demic and magazine publisher reported 
profitable operations. Gross profits av- 
eraged 24%, compared with 15% for the 
firms' plants back in Taiwan. 

Despite the rapid rise in economic ties 
between erstwhile enemies Taiwan and 
China — two-way trade conducted via 
Hongkong last year reached US$5.8 bil- 
liam o 100 mame 1000 — liis kand data 


the sub-assembly work, cutting labour, 
storage and administrative costs. The 
company is also sending its engineers to 
work directly with suppliers as a way of 
raising quality. 

"Hyundai blames the parts industry 
[for quality problems] and the parts indus- 
try blames Hyundai," says Kim Il Yong, 
the head of industrial project management 
esearch at STEPI. Kim thinks that much of 
the problem stems from the high rate of 
automation at Hyundai compared with the 





A problem of quality. 


demands of corrupt local officials and 
impecunious relatives, while unproduc- 
tive workers, uncertain transport links 
and power shortages negated the ben- 
efits of cheap labour. 

The Taiwan Government has also is- 
sued a stream of warnings about the 
political and economic dangers of be- 
coming overly dependent on China. 

In China — at least in the official 
media — a far rosier picture comes 
across. In a typical report, Xinhua News 
Agency said in a dispatch from Xiamen 
in January that 90% of the 1,167 Taiwan- 
invested ventures in Fujian province 
were profitable. 

The number of firms cited by Xinhua 
seems credible, if not the profitability 
ratio. A total of 2,503 firms responded 
last year when Taipei ordered Taiwan 
companies with investments in the 
mainland to register with the authorities. 
Some undoubtedly refused to be 
counted, but the number registering 
probably represents the bulk of the firms 
operating in China. 

Just how much Taiwan companies 
have invested in China is a matter of 
dispute. Taiwan's official estimates put 
bho Gmıra of D'S$3 hillian an astimato 


lower one at components suppliers. 

Still, quality at Hyundai does see 
be improving. The influential J. D. P 
survey registered a dismal 341 “tl 
gone wrong” with Hyundai’s Sona 
1989. That figure dropped sharply to 
spectable 231 by the end of 1991. Hyt 
is aiming to fall under the 200 leve! 
year — good, but still twice as hig 
competing Japanese models. 

A more basic quality probler 
Hyundai and other South Korear 
makers is that too often people t 
something is ' good enough," rather 
making sure it is the best. One foreig; 
gineer involved in a well-regarded | 
ponents manufacturing venture 
stunned when a vendor said he wa 
longer interested in supplying w 
pumps to his company's specification 

Surging domestic demand may é 
Hyundai to gloss over its quality probl 
The South Korean Government fore 
that car registrations will jump to 5 m: 
a year by the mid-1990s from a 199] 
of 2.7 million. To meet this dem 
Hyundai will increase its productio: 
pacity by 30% to almost 1.5 million | 
annually by the mid-1990s. 


to be US$1.09 million. If extrapolated | 
the full 2,500 firms registered with tł 
authorities in Taipei, this would give a 
investment total slightly in excess ¢ 
US$2.7 billion. 

One noteworthy element of Kao 
survey was to demonstrate how Taiwa 
companies in China have become a mi 
jor force in stimulating the rapid increas 
in trade across the Taiwan Strait. Overa 
transplant firms obtained 54% of the 
raw materials from Taiwan, against 34' 
in China, the survey showed. In tl 
major industries represented — foo 
wear, toys and garments — the pictui 
was even starker. 

This need to import such a large pr: 
portion of the required inputs partiall 
offset the advantage of lower wage an 
land costs in China. 

The results of the survey also hig] 
lighted the extent to which the diversio 
of Taiwan's production capacity has e 
fectively shifted the island's former] 
huge trade surplus with the US to tt 
mainland. 

Taiwan's surplus with the US h: 
narrowed from US$19 billion in 1987 1 
US$9.8 billion last year. Over the sar 
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ipanese workers poised for shorter hours 


Louise do Rosario in Tokyo 


apanese employees may trade fewer 
working hours for the smallest pay 
increase since 1987 in the current 
ing wage offensive (known as shunto) 
ween trade unions and employees. 
If the wage rise is settled at around 4%, 
expected, economists predict an easing 
pay-induced inflation. A bigger-than- 
‘al reduction in working hours, by a 
posed 40 hours this year rather than the 
30 hours of recent years, would also 
p to counter criticisms from trading ri- 
5 that Japan Inc. thrives by sweating its 
rkforce. 
This year’s shunto, which began in late 
wary, will be one of the toughest in re- 
t years. With many companies in bad 
ancial shape, overtime is less readily 
lable, and bonuses are shrinking. In 
ne flagging industries, such as securi- 
, thousands of employees have been 
ed to new jobs. 
pite these problems, the job 
"ket remains tight, with the un- 
»loyment rate stabilising at 2%. 
ratio of job vacancies to appli- 
Ks has fallen slightly from 1:1.46 
ihe first quarter of 1991 to 1:1.38 
she third quarter, though it re- 
ms high by historical standards. 
Massive layoffs, common in Eu- 
> and the US, have not become a 
ture of economic life in Japan. 
in part-time and women work- 
among the first to be dismissed 
me past during economic down- 
as, have little difficulty in find- 
sobs. Foreigners continue to seek 
, legally or illegally. 
»ajor Japanese companies, notes 
sell Jones, an economist at UBS 
ips & Drew, are maintaining staff lev- 
lespite the pressure to cut costs. Em- 
"ers expect that the current downturn 
not last long, and they are reluctant to 
wense with skilled staff who will be re- 
wed when demand picks up. 
^ this favourable employment climate, 
we unions have been bold enough to 
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tional benchmark. 

The Japanese Trade Union Confedera- 
tion, or Rengo for short, argues that a 
higher wage increase will help to stimulate 
growth at a time when domestic demand 
is weak. Nikkeiren, the Japan Federation of 
Employers’ Association, counters that poor 
corporate results and the need to avoid re- 
kindling inflation dictate that a reasonable 
shunto rate would be 2.5%. 

If workers clinch the expected rise of 
4%, compared with 4.43-5.94% between 
1988-91, living standards will rise in real 
terms, as inflation is forecast to tuck in be- 
low 2%. Such an increase coupled with an 
expected annual growth of 1.5% in the 
workforce will keep consumer spending 
strong, argues Jones. 

Before the shunto deadline of late 
March is reached, the negotiations are 
likely to be punctuated by demonstrations 
and strike threats. But while such annual 
rituals are being played out, an early agree- 
ment may be concluded on shorter work- 


Hours and earnings in Japan 





ing hours, a subject that has been on the 
agenda of every shunto since 1989, 

The average number of hours worked 
by each Japanese employee, including 
overtime, has dropped slowly from 2,111 
hours a year in 1987 to 2,052 in 1990, ac- 
cording to the Ministry of Labour. Nik- 
keiren has proposed slashing by 40 the an- 
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days’ paid leave, an attitude that has per- 
sisted for generations and is only now be- 
ing resented by younger workers. 

Japanese still work an annual 100-400 
hours more than workers in other indus- 
trialised countries, with overtime stub- 
bornly hovering at 170-190 hours a year in 
the past decade. Critics say the government 
has been half-hearted in its effort to reduce 
the demands on Japanese workers. In 1988, 
a goal of 1,800 working hours a year was 
set, but it took the government three years 
to specify the guidelines firms were sup- 
posed to follow and the target date keeps 
receding into the future. 

Shichiro Hatsuoka, a union specialist, 
points out that there are few labour inspec- 
tors monitoring working conditions in fac- 
tories and offices. Employers have put up 
stiff resistance to a reduction in working 
hours, warning of the impact on produc- 
tivity. In many small companies, overtime 
work is often not recorded or is inad- 
equately paid. 

The premium for overtime work in Ja- 
pan averages about 25% per hour, com- 
pared with 50-100% in other industrialised 
countries. If bonuses are considered, over- 
time work is even cheaper than the regular 
hourly rate, says Hatsuoka. 

Shunto, critics say, should focus on is- 
sues such as overtime premiums and pen- 
sions rather than just on pay rises. Even on 
. wages, unionists have not done 
$ well. Between 1980 and 1990, capi- 
; tal and recurring profits of Japanese 

companies capitalised at ¥1 billion 

rose by 2.82 times and 2.01 times 
respectively. Average monthly 

workers’ wages rose by only 1.4 

times, according to Yoshihisa 

Hikita, a university economist who 

specialises in labour issues. 

In essence, says one commenta- 
tor, shunto agreements are deter- 
mined by a few major export-orient- 
ed manufacturers, such as employ- 
ers in the automobile, steel and ship- 
building industries. “Or more pre- 
cisely,” adds the commentator, “the 
rate is determined by one or two 
major companies in these sectors.” 
As large number of young workers de- 

velop new work practices, shunto is be- 
coming a less effective as a voice of em- 
ployees. Many surveys show that young 
people want more holidays, even at a cost 
to their pay cheques, and they are prepared 
to change jobs frequently in search of bet- 
ter working conditions. 
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Have cash, will travel 


Hongkong is no longer big enough for property tycoon Li Ka-shing 


By Michael Taylor in Hongkong 


Already Hongkong’s 
richest man, Li Ka-shing 
is profiting handsomely 
from the colony’s real-es- 
tate boom. His Cheung 
Kong group is believed to have generated 
cash flows of HK$13.4 billion (US$1.7 bil- 
lion) in 1991 from property sales, chiefly of 
residential flats. This huge sum is expected 
to grow even bigger over the next three 
years. But therein lies a problem. 

What can Li do with the money? 

Hongkong, where Li has as much sway 
in the stockmarket as he does in property, 
is likely to remain his least risky invest- 
ment avenue for the foreseeable future. He 
staked HK$3 billion last year in a series of 
equity deals. But there is a limit to how 
much of Li's cash Hongkong can absorb. 

The logical answer is to invest outside 
the colony — especially given the uncer- 
tainties of its reversion to Chinese rule in 
1997. Yet this forces the issue of whether 
the 64-year-old Li can work his genius for 
deal-making in less familiar environments. 

The signals are confusing. Li has been 
involved in several headline-grabbing 
overseas forays — with mixed results. So 
far, his foreign adventures appear too op- 
portunistic to represent a determined push 
to reduce his ^1997" exposure. 

Li's attitude towards the colony's hand- 
over is unclear. To some, he appears bear- 
ish: early last year, for example, he issued 
warrants amounting to options on 10% of 
Cheung Kong, backed by his personal 
34.9% stake. He did the same with Cheung 
Kong's 39.6% stake in Hutchison Wham- 
poa. It is also notable that Li has not joined 
the rush by other Hongkong businessmen 
to invest in the booming economy of 
southern China. On the other hand, he has 
partnered China-backed interests in a 
number of deals in Hongkong, though 
given the colony's dynamics, that is hardly 
surprising. 

The last person to resolve these ambi- 
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an assiduous hedger. Few of his deals can 
be ascribed a single purpose. He effort- 
lessly switches his balance from the short- 
to the long-term view, or vice versa (and 
two important tax rulings now underpin 
this behaviour). 

Part of his strength derives from the 
coterie of trusted lieutenants who help di- 
rect his empire. Chinese and expatriate, 
they give Li unrivalled access to informa- 
tion from two business worlds. Most of his 
company managers, however, are outside 
this tight circle. Intriguingly, so are his two 
sons. Victor, the elder, runs the family's 
Canadian property interests from Vancou- 
ver; Richard is the high-profile public face 
of StarTV, Li's latest venture. 





Li: consummate, consistent tactician. 


Besides property and Star — a satellite 
TV operation that will reach most of Asia 
— Li's public businesses stretch from an 
electricity monopoly in Hongkong to oil 
fields in Canada and ports in Hongkong 
and Britain. The group's 1990 net profits 
were HK$10 billion. Earnings for 1991, due 
to be announced in April, are expected to 
show a rise to around HK$13.5 billion. 
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Whampoa, Cavendish Internationa 
Hongkong Electric — at around HK$ 
lion. Earnings are forecast to rise to 
billion this year and HK$7.9 billion in 
Assuming, conservatively, that Li 
about 45% on property sales, these fi 
represent a cash flow that is likely t 
proach HK$17.8 billion by 1993. 

Moreover, Li's property factor 
enough land to keep it going until al 
1995. Li watchers have few doubts 
his ability to replenish his landbank. 

"The main issue [Cheung Kong] ! 
tackle in the coming few years is w] 
do with the cash," says Rick Bute of E 
Securities. "What else [in Hongkong 
they put it in, apart from land? It has 
a major investment or some major il 
ments." 

For its size, the group is underbo 
ed. Of the four listed companies, 
Hutchison and Hongkong Electric 
significant net debt, amounting or 
about HK$8-8.3 billion. Paying it off v 
be tax-inefficient. Indeed, Li's debt i: 
to rise — Hutchison alone will have 
HK$10 billion debt by the end of 
analysts estimate. 

So where might Li be tempted 
vest? Despite his interests in oil, Li ex 
no long-term ambitions in the energ 
tor. And though StarTV may reach a 
of the world's population, it is diffic 
picture Li as an Asian Ted Turner. 

Indeed, it appears that Li, the 
Chow boy who came to Hongkong . 
age of 11, is driven by the thought : 
next conquest rather than grand vi 
“Why does he do it? The sheer th 
doing the deal, and seeing it work, 
veteran Li watcher says. 

Instead of strategy, Li has a m 
operandi that is oriented towards the 
term: endless opportunism backed 
determination to narrow the odds 
empire grows amoeba-like, feedir 
whatever comes to hand. The only pr 
able direction of growth is outwards 

These traits, however, create ter 
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30 does Li's inner circle of Chinese and 
stern advisers and managers, which has 
»arallel in Hongkong. Closest to Li are 
ining Fok and Albert Chow. Fok, an 
itralian-trained accountant, looks after 
private finances as well as those of the 
lic companies. Likewise, Chow guards 
f Li's property activities. 
[he next layer is a gweilo triumvirate, 
red mainly on Hutchison Whampoa: 
on Murray, George Magnus and Bill 
wniak. Murray, Hutchison's managing 
ctor, is the most important. He is Li's 
lic mouthpiece, as well as the interface 
veen the Li-Fok-Chow axis and the ex- 
iate managers who run 
chison’s operating divi- 
is. Magnus, a stockbro- 
who has learned the 
erty business, seems to 
as Li's all-round fixer. 
wniak’s responsibilities 
finance. 
biting these two cabi- 
is an asteroid belt of 
s and advisers. The two 
st notable are Philip 
*, head of fast-growing 
«erage Peregrine, and 
‘itor Charles Lee, newly 
ted chairman of the 
k Exchange of Hong- 
&. Peregrine, in which 
sas a 5.15% stake, helps 
together many of the 
ap’s stockmarket deals. 
is a placeman on the 
‘ds of various compa- 
Li is interested in. 
With so many scouts 
King for deal-making 
sortunities, Li is well 
ed to continue extract- 
Wig profits from Hong- 


should be treated as untaxable income 
from the disposal of assets, provided the 
seller could show that he bought the stake 
as a strategic investment, but later changed 
his mind. 

The judgments suit Li’s approach to 
business admirably. “Basically, Li always 
goes into things with a two-way bet,” says 
Denis O'Dwyer, senior tax partner at Ernst 
& Young. "It's always possible that he does 
intend to hang on to something, but it just 
happens he takes a different view on things 
down the road." 

Last September, for example, Li spent 
HK$1.3 billion to buy 19% of a China- 


Such considerations aside, however, the 
investments commonly have à longer-term 
dimension, too. As Barings' Bute points 
out: “These people may be small but each 
of them knows a bit about their own trade 
and may put some input to Li." 

An example is Cheung Kong's HK$268 
million convertible loan last October to 
Guoco Group. Conversion would give 
Cheung Kong 10.84% of the company, 
whose principal subsidiary is Dao Heng 
Bank, a medium-sized Hongkong bank. Li 
has the financial clout to guarantee the 
bank's growth by directing deposits and 
mortgage business to it. Dao Heng would, 


Li Ka-shing’s holdings 


Li Ka-shing 
and family 







i. Throughout 1991, he - - Convertible loan stock C] Listed in Hongkong 
wened the local bourse — Option to sell [ — ] Listed in Canada 
a spate of purchases of E Listed in Britain 
ority stakes in listed Unlisted 


@anies. The HK$3 bil- 
shopping spree illus- 
wd much about Li: his dominance of 
Mekong business, the limitations of in- 
ment in the colony, and Li's penchant 
eeing everything both ways. 
Broadly speaking, two factors underlay 
* investments. First, they suited Li's 
Bury purposes, as nearly all the stakes 
taken in the form of convertible loans. 
interest rates of 6-7% are far higher 
are currently available on Hongkong 


atin Cus allo ba isson Snes enslinnn 


backed consortium that acquired Hang 
Chong Investment, one of the colony’s 
long-established hongs. The stake was sold 
only four months later for HK$1.5 billion 
after the Chinese partner, Citic Pacific, 
made a surprise buyout of the other 
members of the consortium. After tax, 
the HK$230 million profit would repre- 
sent a yield of 15%; untaxed, it represents 
18%. 
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in turn, increase Li's leverage over a bank- 
ing system that is struggling to curb prop- 
erty lending to avoid overheating in the 
residential market. 

Furthermore, the deal develops a rela- 
tionship with Malaysian tycoon and 31% 
Guoco holder Kwek Leng Chan, who 
might be of use to Li in expanding outside 
Hongkong. As for the short-term view, 
Guoco's share price has risen sufficiently 
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pany from Hongkong Bank in 1979; since 
then it has diversified heavily, while main- 
taining near-monopolies in key areas of 
Hongkong business. 

Hutchison has five main divisions: 
Hutchison Telecommunications, Hong- 
kong International Terminals (HIT), trading 
operations, a nebulous "resources" wing 
which houses such things as Li's stake in 
Canada's Husky Oil — and property, 
which is estimated to have accounted for 
about 45% of Hutchison's gross operating 
profits last year. 

Hutchison is gradually being weaned 
off its reliance on property, however. Over 
the last five years, its assets have more than 
doubled to around HK$60 billion and have 
taken on a more international flavour. Last 
year, the company invested HK$3.7 billion 
in major acquisitions — less than 20% of it 
in Hongkong. 

The asset accumulation has been 
bought at the price of a lower overall re- 
turn, as depreciation and finance charges 
have eaten into operating profits. Earnings 
rose by a relatively sedate 16% to HK$3.5 
billion in 1990, and analysts expect a simi- 
lar rise to be reported for 1991. 

Nowhere has the asset build-up been 
more dramatic than at Hutchison Telecom. 
Under Canadian managing director Rich- 
ard Siemens, the division has won half of 
Hongkong's market for pagers and mobile 
phones in just six years. Investment in its 
first four to five years totalled about 
HK$1.5 billion. The company has since 
moved rapidly into other Asian markets 
and recently took a seemingly nerveless 
plunge into British telecommunications. 

Hutchison does not disclose how much 
money the telecoms division is making. 
Analysts, however, expect 1991 operating 
profits of around HK$300 million, with the 
Hongkong end heavily subsidising the ex- 
pansions elsewhere. Depreciation is now 


The reluctant politician 


Li Ka-shing’s near-hegemony over Hongkong’s 
commercial and financial life thrusts him into 
the political arena whether he likes it or not. It 
is a place where he treads unsteadily, even 

though the British establishment appreciates 
the desirability of keeping Li friendly. Good contacts are cur- 
rently cemented by an unusually convivial relationship between 
Li and Chief Secretary Sir David Ford. A 





insists, however, that Li is “punctilious 


t+ aloes wb 


" in keeping his contacts 
with senior officers “ as should be." 
vay opere they : 


the company's heaviest expense, estimated 
by Baring Securities at HK$617 million last 
year, or one third of turnover. 

While Li is apparently content to let 
Hutchison take the long view, he neverthe- 
less demands a good financial return. The 
share of net profits traditionally paid out 
by Hutchison to its shareholders is around 
5575; — markedly higher than Cheung 
Kong's 30%. 

Neither is Li averse to taking capital 
profits from Hutchison's developing busi- 
nesses, though his disposals, like his in- 
vestments, work on several levels. For ex- 
ample, Hutchison's stake in HIT has been 
pared from 100% to 60.5% since 1989. But 
besides cash (HK$5.2 billion), the share 
sales have bought Li political advantage by 
bringing Chinese interests into the busi- 
ness. 

Similarly, Hutchison is expected to sell 
a minority stake in Hutchison Telecom this 
year. Analysts say the company is looking 
for a partner which combines technical ex- 
pertise and financial stability with political 
clout. Elizabeth Hambrecht of Barings says: 





Li's perennial earner is property. 


government source 


main tha 


“People were looking for a listing, bu 
are taking an HIT approach, selling 
their stake little by little to people wl 
help their business grow." Ravi Nar 
Peregrine adds: “ATT has been rum 
as has a Japanese telecoms company 
are talking about a price which \ 
value [Hutchison Telecom] at about I 
billion.” 

But even Hutchison’s overseas € 
sion has had an opportunistic streal 
year, for example, HIT bought 75% « 
tain's Felixstowe port, a logical respo 
constraints on HIT's growth in Hong 
But, at the same time, the seller was ( 
Overseas Holdings — a 7.5% sharel 
in HIT — and the investment was ex] 
to yield 12% from day one. 

Hutchison provides a stalking-ho: 
Li's riskier projects in the Western m 
he has found hard to master. Li 
Hutchison and his indirectly held C 
dish International to buy a 43% sti 
Canada's Husky Oil for HK$2.7 bill 
1987. It proved à mistake. As Andre 
of SBCI Finance Asia says: "[Li] thou; 
got the timing in the oil cycle right, b 
cycle turned out to be longer th; 
thought, and he was not in the right 
cle." 

After rescuing its bottom line witl 
sales in 1990, Husky posted a loss ol 
million (US$14 million) in the first 1 
1991, on turnover of C$347 millior 
chief cause was charges on its C$1 b 
plus debt. A subsequent firesale b 
major shareholder, Nova Corp. of Al 
left Hutchison and Cavendish pickin; 
further 6% for HK$237 million. The ` 
tion implies that the Husky stake ha 
37% in value. All the same, Li doubl 
gamble, buying out Nova through h 
vate companies to assume full cont 
Husky. 

Hutchison Telecom's leap into | 


of the Sino-British Joint Declaration. 
Li's relationship with Peking is more ambiguous. He ha: 
in H with Chinese state companies which are luc 


in the short term and hold out the prospect of political adv: 
in the longer term. But he has shown little overt enthusia: 
China's political leadership and lacks the smooth diplom: 
say, Robert Kuok or the late Sir Y. K. Pao. 

It is also notable that while Li has been appointed to v; 
China-Hongkong bodies dedicated to mapping the colon: 
ture — the Basic Law 
substantive contributions have been negligible. 

In May 1989, for example, with the democracy movem 
cuevas Caii ovr ea ipie udin 

chadant mratectare (Carnerard 


Committee, for example | 


hw renortere after Cheino K 





European markets may prove simi- 
y ill-judged. After a series of small in- 
‘ments in Britain, Hutchison last July 
ght a majority stake in a consortium 
ling one of three licences to provide 
sonal communications network (PCN) 
rices. PCN is expected to succeed the 
rent cellular and CT2 mobile-phone 
inology, but is still under development. 
ilysts quietly recoiled in horror at 
chison's suggestion that its investment 
ae sector might reach £1 billion (US$1.8 
on) — a figure subsequently reduced 
700 million. 

n other overseas markets, Li has sought 
safety of the pack, even in property 
s. He rode into Singapore's Suntec City 
2lopment on the coat-tails of Hongkong 
nessmen Sir Run Run Shaw and Frank 

» Likewise, the rapid success of Li's 
est overseas private-property develop- 
at, the 83-ha Expo site in Vancouver, 

chiefly due to heavy marketing in 
sgkong of residential pre-sales and Li's 
ity to sell large tracts of the site to 
rseas Chinese tycoons. 

À has faced resentment in some of his 
seas transactions. In Vancouver, his 
witation of the Expo site has led to 
hole spate of allegations and in- 
gations, the latest being into his taxes. 

a deal to buy a junk-bond portfolio 
a Columbia Savings & Loan Associa- 

was scuppered last year by US regu- 

s. 

Pespite these relatively minor setbacks, 
» likely to become a more frequent 
ver on the international scene as he 
5 a home for the surpluses generated 
^is Hongkong base. And whatever 

»ens to Hongkong before or after 1997, 
emains in an unparalleled position to 
ie money out of it. 
mut what the Li group will look like in 
ears’ time, not even Li may know. m 


»urse saddened. But as a Chinese, China is my motherland 
ee — 


matter what 
of my country.”) The rap 
s later when he was r ived b 







Pie fk of business with China Li has found it easier to 
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Trust e Investment Corp Citio, 


— aes ane wc ig import 
nediary role between Hongkong’ post-1 


arm. Li was | 
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COMPANIES 2 


Celestial vision 


StarTV venture is classic Li 


No venture delineates Li 
Ka-shing's character and 
methods better than his 
push into satellite televi- 
sion. StarTV has a poten- 
tial audience of around 2.7 billion people; 
viewers will be able to tune in from Tehe- 
ran to Tokyo. Yet by a merciful lack of 
megalomania — or is it simply an absence 
of imagination? — Li appears to have 
nothing in particular to say to this massive 
audience. 

Satellite TV has proved an expensive 
gamble in other parts of the world. Li, 
however, appears well able to provide his 
project with the financial support and ad- 
vertising revenues to succeed. 

In retrospect, the Star adventure had all 
the logic of inevitability. But it was also the 
unpredictable result of responses to the 
Hongkong Government's ever-shifting 
telecommunications policy. 

The first sign that Li had any interest in 
television came in 1986. The government 
had just announced its intention to allow 
cable TV into the colony — a move aimed 
at providing Hongkong with a fibre-optic 
network that could subsequently be used 
to allow competition in telephone services. 
(Hongkong Telecom has à monopoly on 
domestic services until 1995.) 

Hutchison quickly stitched together a 
cable-TV consortium of unmatched influ- 
ence and financial power. It included Bri- 
tish Telecom, Swire Pacific, Peking-backed 
Citic and Hongkong Bank. But the group 


failed to win the cable licence. Shortly after 
the Peking massacre in June 1989, the gov- 
ernment sought a minimum investment 
commitment of HK$5.5 billion (US$705 
million). Hutchison refused, and the licence 
was awarded to another group. At the 
time, it looked as if the government was 
reluctant to let Li enlarge his stake in the 
colony's infrastructure. 

Li, however, had other options to pur- 
sue. Hutchison Whampoa had already 
formed another consortium with Citic and 
Britain's Cable & Wireless (of which Li 
then owned 4.9%) to launch a second-hand 
communications satellite. While the rival 
cable group estimated it would take five 
years to wire up the colony, Hutchison 
began drafting plans to use its AsiaSat-1 to 
beam programmes into Hongkong. 

The company's original interest in 
AsiaSat had been for telephone services, to 
be provided by Hutchison Telecommuni- 
cations. But with the regional market for 
AsiaSat's service still soured by the post- 
Tiananmen ostracism of China (AsiaSat 
was launched in April 1990, Hutchison 
grafted its stillborn TV plans on to the 
underutilised satellite. Thus, HutchVision 
was born, a US$300 million venture be- 
tween Hutchison Telecom and Li's private 
interests. 

The new subsidiary moved with ex- 
traordinary speed to set up Star. By Au- 
gust 1990, Li had persuaded the Hongkong 
Government to deregulate the use of satel- 
lite dishes, triggering the collapse in No- 





China-trading operation which has a profile out of all propor- 
tion to its importance to the company. And Hutchison has just 
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vember of the rival cable-TV consortium. 

Star was granted a licence in December 
1990. Two conditions were attached. First, 
that it would not transmit Cantonese pro- 
gramming until October 1993 (this protects 
Hongkong's two conventional broadcast- 
ers, and provides vestigial comfort for 
those still pursuing the cable option). Sec- 
ond, that Star would not charge for its 
services (the revenue comes from adver- 
tising). Trial transmissions began in the 
same month, preview broadcasting fol- 
lowed in April 1991, and by the end of the 
year Star was broadcasting five channels 
supported by advertising. 

If the opportunism that gave birth to 
Star was classic Li, so was the way he sub- 
sequently narrowed his odds. Using his 
hallmark ability to strike profit-sharing 
deals — a recurrent feature of his property 
projects — Li has secured cheap program- 
ming through arrangements with MTV, the 
BBC, Prime Sports Network of Denver and 
Hongkong's ATV. Apart from a small 
downpayment, Star will pay nothing for 
programmes until it starts making money. 
As a result, the annual operating costs of 
the five channels are said to total only 
US$80 million. 

Furthermore, Li has lined up revenues 
at all levels of the operation. Upstream, 
Hutchison Whampoa owns a third share 
in the satellite that StarTV is leasing. It also 
owns Hongkong's leading distributor of 
satellite master-antennae, now sprouting 
from the roofs of Cheung Kong’s residen- 
tial blocks. Downstream, a company with 
the same ownership structure as Hutch- 
Vision has recently announced a US$300 
million plan to buy rights to distribute en- 
tertainment software throughout Asia and 
the Middle East. 

Not only that, but Li also appears to 
have used his influence to kick-start the 
advertising, pulling in about HK$546 mil- 
lion by September 1991. "They've already 


uim 


Al'aboard! 


— — ators have begun to 
(promote promote Southeast Asia as a holiday zone _ 
with Singapore as the hub port. They 

-want to promote the area's wide range of 





raised enough for two years without 
putting in more capital. They are within 
budget for their advertising," says Barings' 
Elizabeth Hambrecht. Break-even is ex- 
pected to take three years. 

Among the advertisers are several com- 
panies on the outer fringes of the Li em- 
pire, including Guoco's Dao Heng Bank 
and Hopewell Holdings. Some of the ads 
make intriguing viewing. Japan's Nishi- 
matsu Construction promotes its building 
services, a product of no conceivable inter- 
est to the average Star viewer — unless, of 
course, Nishimatsu hopes to influence one 
viewer in particular. 

In typical Li fashion, the ownership 
structure of HutchVision is not public 
knowledge. Ostensibly, the company is 
owned 50:50 between Hutchison Wham- 
poa and companies controlled by Li and 
his family. But since the family companies 
are domiciled in the British Virgin Islands, 
their structure is unknown. If Li decides to 
sell small stakes in the company — as he 
has done in other instances — public 
shareholders in Hutchison Whampoa need 
never be told. m Michael Taylor 
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Conditional broadcasting licence. 


trips and. fly-cruise p , cruises are 
still Fares of a day 
represent the low-to-medium end of the 
tariffs. 


Also, more than half of Asia's holida 
travellers are in the 25-45 age group, wi 
most intent on seeing as much of the 
world as they can quickly. Cruising in a 
leisurely fashion around Southeast Asia 
is likely to absorb only a small number of 
this potential market. 

For these and other related reasons, 


Vietnam's 
new capital 


By Murray Hiebert in Ho Chi Minh City 


ith the opening of Saigon F 
Co. (SFC) in Ho Chi Minh € 
November, Vietnam has ta 


first tentative steps towards setting 
regular capital market that will p: 
credit for the country's growing p 
sector. SFC, which opened with pres 
capital of Dong 10 billion (US$830,C 
the first shareholding company to 
finance operations in the country. 

SFC has raised an additional Dc 
billion by selling six to 12-month Tn 
bonds, according to Ta Hong Gioi, 
ant to the company's managing dire 
pays 4.3% per month for bonds de 
nated in local currency and 1.3% for 
purchased with gold. SFC plans tc 
additional funds by taking loans fro 
eign credit organisations and doi 
companies. 

SFC's initial activities include pro 
loans to economic units, trading ir 
and precious stones, and transf: 
money to Vietnamese from reli 
abroad. The company plans to expa 
activities to include selling shares for 
formed shareholding companies, ad 
state and private companies facing 
agement problems, and providing c 
tancy services for foreign companie: 

SFC was established by seven 
owned shareholding companies. Son 
of its shares are controlled by £ 
Jewellery Co., which has made a si 
profit by importing gold after the gı 


holidaymakers would be a large a 
market in its own right. While only 


Japanese took cruise trips in 1990, tl 
ure has been tipped to jump to 
300,000 in 1995, 

But early attempts to entice * 
been premature Japers K Line ahi 
| ture. Japan's K Line shi] 
of Flower, which ce. accc 
dation for 172 j Was 
at the Japanese market from its laut 
in 1990. But because of only mo 





nt in 1989 liberalised imports of the 
‘al in an effort to hold back inflation. 
‘remaining shares are controlled by Ho 
Minh City's lottery company and five 
ipanies involved in producing carpets, 
cessing seafood and foreign trade. 
Che new finance company is headed by 
uyen Huu Dinh, chairman of Saigon 
ellery and vice-president of the Viet- 
1 Export-Import Bank in Ho Chi Minh 
7. Dinh, who studied finance and man- 
ment at the University of Saigon, is also 
dived in several hotel and fishing joint 
tures in Ho Chi Minh City with foreign 
panies. 
C is providing the first institutional 
lit to private companies, whose num- 
; have mushroomed since the govern- 
at five years ago introduced reforms to 
blish a free-market economy. Gioi says 
"0% of SFC's loans have been to private 
spanies seeking to upgrade their busi- 
5 or production activities. Loans have 
1 small, averaging Dong 100-500 mil- 


Secause of Vietnam's high inflation rate 
more than 60% in 1991 — src charges 
athly interest rates of 5%. In contrast, 
owned banks loan roughly 90% of 
© funds to state-owned enterprises that 
subsidised rates of only 1.5-2.6% a 
nth. 
01 says SFC plans to play a role in 
ing some of Ho Chi Minh City's state 
prises into shareholding companies. 
city's People’s Committee late last year 
ined Saigon Jewellery to manage 
ævina, a large state-owned trading 
pany that had gone bankrupt, until it 
be turned into a shareholding com- 


KC also provides 24-hour service for 
sferring funds to families from their 
ives abroad. State-controlled banks 
ally take three to five days to perform 
service. * 


shopping being the only ways visi- 
can spend money. Fly-cruise pack- 
offer more to a hub port such as 


ipore, with passengers arriving by 


 ruise 


ves offering short packages, plus all 
mation aboard being in Japanese, 
Eten aa 
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Ripples of gloom 


Economic downturn in Japan bodes ill for region 


By Anthony Rowley in Tokyo 


ndustrial Japan is suffering a sharp de- 
I in profitability as the economy 

moves inexorably towards recession. 
Although Asian sales are holding up for 
some Japanese firms, there are dangers that 
the region could catch a heavy economic 
cold as Japan sneezes. 

Sales and profits are plunging in key 
sectors such as electronics, automobiles, 
machine tools and steel; capital spending 
plans are being sharply revised down ac- 
cordingly. In recent years, investment by 
cash-rich Japanese companies has been one 
of the main engines of growth in Asian 
trade and GNP. 


Changing expectations 


when. Some observers say the Japanese 
market for cruising is 30 years behind 
those in the US and Europe. The difficulty 
is in selling to the Japanese a “lifestyle” 


product aboard ship, which traditionally 


has attracted older Westerners who have 


already seen most other destinations. 


For Asian cruises, the difficulty in at- 


tracting Westerners — particularly 


Americans — lies in perceptions that Asia 
is too far away from home and not suffi- 
ciently interesting when compared with 





cam 


by the QE2 to Tokyo in 1990 offered many 


berth 
that is expected to act as the hub for seven 
liners this year, four of them cruising be- _ 
tween Singapore and Jakarta and the 
other three operating longer runs. Other 
cruise vessels are expected to use Singa- — 


A recent survey by the Export-Import 
Bank of Japan indicated that the Asian re- 
gion could expect to enjoy even further the 
thrust of Japanese foreign direct invest- 
ment in the next three-four years, now that 
the drive into the US and Europe is largely 
complete. But this scenario is now open to 
doubt, as Japanese companies struggle 
with higher depreciation costs as well as 
falling demand and a stronger yen. 

The worst news so far has come from 
the electronics and vehicles industries, 
which together employ nearly 27% of Ja- 
pan's total workforce and which account 
for nearly 30% of both production and 
capital investment in the manufacturing 
sector. 

Sony Corp. on 19 February disclosed 
that its consolidated operating profit was 
down 17% for the quarter ended 31 De- 
cember 1991, and it forecast that profits for 
the fiscal year to 31 March 1992 will fall by 
45%. The parent company expects to make 
a loss of ¥20 billion (US$156 million) during 
the fiscal year. 

Hitachi, which is much more diversified 
than Sony in the consumer and industrial 
electronics business, forecasts a 27% drop 
in earnings for the fiscal year. Hitachi may 
soon lose its Triple-A credit rating from the 
US agency Moody's as a result of shifts in 
demand away from mainframe computers 
on which the company depends heavily — 
to smaller, desktop units. 

As an indication of a general malaise 
in the computer industry, Toshiba ex- 
pects profits for fiscal 1991 to plunge by 






paign this year. In Japan, a long vis | 


Meanwhile, Singapore opened a two- | 
cruise terminal in December 1991 A 
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60%. Toshiba is the country's leading 
producer of personal computers. NEC 
Corp. and Fujitsu have also cut earnings 
forecasts. 

Consumer electronics giant Matsushita, 
meanwhile, expects profits to fall by 28% 
this year while its 52.4%-owned subsidiary 
Japan Victor Co. expects to lose ¥4.4 billion, 
its first negative return in 40 years. 

According to Jeff Savatero at Jardine 
Fleming in Tokyo, sector-wide operating 
profits for Japanese electronics makers will 
decline by 15-18% in fiscal 1991, though 
margins should stabilise somewhat in 1992 
as production is cut back. 

Against a background of generally de- 
pressed domestic and export sales for 
consumer electronics, Asia provides one 
bright spot for Japanese manufacturers. 
Sales have remained relatively firm in 
Asean, South Korea, Taiwan, Hongkong 
and China, according to Savatero. 

At the same time, however, Sony's de- 
cision to chop its capital spending in fiscal 
1992 by 20% to Y280 billion, in the light of 
the company's fears of a "more severe" 
global business environment, does not 
bode well for the region. Japanese elec- 
tronics makers will probably reduce their 
overall capital spending by around 16% in 
the next fiscal year. 

This, together with a forecast 10% cut in 
global capital spending by Japanese auto- 
mobile makers, suggests that Japanese in- 
vestment in Asia will taper off. This, in 
turn, could impact on regional consumer 
spending. 

Automobile firm Toyota saw a net in- 
come decline of nearly 34% in calendar 
1991, while Nissan and Honda are expect- 
ed to show 30% declines when they report 
for the year ending 31 March 1992. Smaller 
Japanese vehicle makers such as Daihatsu, 
Subaru and Isuzu will fare even worse. 

According to Richard Ko at Barclays de 
Zoete Wedd in Tokyo, Japanese vehicle 
sales to Asia fell by 6% during the first half 
of 1991, a somewhat sharper rate than 
globally. Most of Asia's demand is sup- 
plied by Japanese exports, except for joint- 
venture manufacturing plants in Indonesia 
and Malaysia. 

Falling profitability is not confined to 
the electronics and automobile industries 
sectors in Japan. Inventories have risen 
rapidly across the industrial spectrum as 
home sales decline and export shipments 
fall. Production cuts are becoming the or- 
der of the day. 

Japanese steel production is being hard 
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Worthless paper 


There was no coincidence about the publication of the Hongkong Governmer 
consultation paper on a protection scheme for bank deposits, which occurred a c 
before the collapse of attempts to rescue the Hongkong subsidiary of Bank 
Credit & Commerce (BCC). The contents and timing were politically motivat 
Hongkong depositors, who suffer some of the highest banking margins in ! 
developed world, are now faced with the prospect of paying a further levy to gj 
them only partial protection against incompetence and fraud. 

The paper a com ry scheme which would provide a guaran 
for deposits of up to HK$100,000 (US$12,820) in all banks in Hongkong that are 
Hongkong dollars and subject to interest rates set by the Hongkong Association 
Banks (HKAB). It also examines the possibility of a guarantee ceiling of HK$200,( 
and of including foreign-currency deposits and others not subject to the Hk 
agreement. But it comes out in favour of a narrower scheme. 

The paper envisages a guarantee paid for by a levy on bank deposits. To p 
vide 100% coverage of HKAB deposits of up to HK$100,000, it estimates the le 
would need to comprise 0.178% annually of total HKAB deposits. The proposal 1 
the dual objective of providing protection for small depositors against bank failu 
and, by so doing, reducing the danger of bank runs sparked by popular solver 
fears. But it is fundamentally flawed. 

Its first premise is based on a rewriting of history. This may have been done 
. protect the positions of incompetent 

On deposit ficials and to show the government to 
"With banks in Honakona. č doing something" in the wake of | 
as at 31 August 1991 —  BCCHK disaster. This was the first ti 
since 1945 that Hongkong depositors h 
lost money as a result of the failure o 
bank based and regulated in Hongko: 
In all previous instances, the governmt 
went to depositors' rescue, either on 
own or with the support of major ban 

No small depositor scheme will co: 
anywhere near offsetting the increas 
dangers of a future bank run — dang 
created by the failure to recomper 
BCCHK's depositors. History in Hor 
kong relates — vide Hang Lung, 
Wah, Far East and most recently BCC — that bank runs have mostly been justifi 
The much-despised rumour mongers knew more than the supervisors and au 
tors. (So did some publications, including the REVIEW, whose revelations about | 
fraudulent Low brothers of Ka Wah Bank met with a libel writ encouraged by | 
then banking commissioner.) 

A ceiling of HK$100,000 protection is not adequate for Hongkong depositors 
for whom bank deposits are a more important store of wealth than in most cot 
tries — and compares with US$100,000 in the US. Nor would it provide a 
protection against serious bank runs. The sight of thousands of small savers que 
ing for hours in the rain to get their money out may look dramatic. But dangerc 
runs are those carried out electronically by bigger depositors. 

Compulsory insurance under which all banks are treated equally is inequital 
to banks and depositors. Instead, insurance should be made available at 
actuarially determined cost to all deposits (other than those held by banks) 
Hongkong-incorporated banks — those for whose supervision the Hongko 
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Has the balance of 
power in Asia shifted? 


apan has challenged US dominance in Asia where both govern- 
JAPANJINJASIA 


ments and individuals are looking to Tokyo for a lead. But, despite 

their growing economic might, the Japanese seem reluctant to 
play this role. The rest of Asia remains unsure what Japan’s ultimate 
intentions are. 






Now comes a book which examines these important questions, as 
seen primarily from the viewpoint of Japan’s neighbours. Compiled by 
correspondents of the Far Eastern Economic Review, Asia's most re- 
spected magazine, "Japan in Asia" reveals what other Asians think of 
Japan. 


Send now for this unique and fascinating study of the most 
significant Asian power-shift in decades. Essential reading for 
business people and, indeed, anybody with an interest in the 
region. 





Mail, Fax or Phone: Far Eastern Economic Review 

G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338. 

Please rush me the just published JAPAN IN ASIA at HK$140.00, US$17.95, £10.50, Y2,500.00, S$31.00 or M$50.00 each. 
No. of copies. E by airmail* CJ by surface 
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Jirty jobs campaign 


1gapore tightens quotas on foreign workers 








I. Balakrishnan 


abour costs in Singapore's marine 
and construction industries will rise 
das a result of forthcoming rules to 
ice the growth in the number of foreign 
«ers in the city-state. The new regula- 
; are designed to make local industries 
dependent on unskilled foreign labour 
to increase the productivity of local 
ur. 
he new regulations for the first time 
sduce official quotas for the marine in- 
ry, which employs roughly 80,000 of 
300,000 foreign workers in Singapore. 
mning on 1 July, foreigners can make 
7% of a company’s workforce, against 
urrent informal ceiling of 50%. But the 
g of subcontracted foreign labour will 
verely curtailed. 
urrently, the marine industry, particu- 
the ship-repair sector, uses many sub- 
«actors to source foreign labourers as 
s arrive for repairs. In this way, ship- 
# have been able to report a low per- 
age of permanent foreigners in their 
ar force. 
nder the new system, shipyards must 
one main sub-contractor to source 
wn labour that will be counted as part 
heir labour force. Observers say that 
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Aussie profits 
rom Asia 


® Alan Deans in Sydney 


italian companies earned more in 


1 from their Asian operations than 
om those anywhere else in the world, 
cording to a study commissioned by 
we Business Council of Australia. A 
wmmpilation of the earnings of sub- 
diaries belonging to the top 1,000 
—mpanies shows that A$562 million 
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Marine industry ceiling for foreigners. 


under this new method, the foreign labour 
forces of shipyards are likely to be close to 
the 67% ceiling. 

The new rules are expected to make 
long-term expansion in Singapore difficult 
for shipyards. To meet that threat, two of 
the leading yards — Keppel and Sem- 
bawang — are moving to the countries 
where their cheaper labour originates. 
Keppel has operations in the Philippines 
and India, and is taking tentative steps to 


from Britain, while a total loss of A$1.5 
billion came from the US, Canada and 
Mexico. A profit of A$238 million was 
returned in New Zealand. 

The results from Britain and North 
America were exaggerated by the effects 
of fallen high-flyer Bond Corp. Holdings. 
But the low-profit profile of these two 
regions remains even if Bond Corp. 
write-offs are excluded. Asian profits are 
buoyed by Hongkong's contribution of 
about half the total. The colony is an 
important base for subsidiaries because 
of low corporate-earnings taxes. 

Other regions included in the study 
are Europe, where businesses made a 
total profit of A$102 million; the Carib- 
bean area, a total profit of A$221 million; 
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move into Vietnam. Sembawang is ex- 
panding onto Karimun, an Indonesian is- 
land near Singapore. 

In the short term, the main difficulty 
will be the recruitment of Singaporean 
workers, who have more comfortable em- 
ployment alternatives to the often hot and 
dirty work of ship repair in a tropical cli- 
mate. Past local hiring campaigns have 
shown that Singaporeans do not respond 
to higher salary offers. Instead, ship-repair 
companies have had to train locals for the 
few supervisory jobs available. Retaining 
them afterwards has proven difficult, given 
the local tradition of job hopping. 

Meanwhile, the construction industry 
as of 1 April will be able to employ three 
foreign workers for every local one, up 
from the current 2:1 ratio. The construction 
industry gained a better ratio than the 
shipyards because it is even more difficult 
to get Singaporeans into this sector. 

Still, the move is expected to affect the 
cost of construction in Singapore, as com- 
panies will have to pay the government a 
levy of S$400 (US$247) for each unskilled 
foreign worker, up from S$350. But con- 
tractors will probably adjust their bidding 
for contracts. About 120,000 foreigners 
work in the construction sector. 

The levy of S$250 per skilled worker in 
the construction industry will remain un- 
changed. The levies that shipyards pay to 
hire skilled and unskilled foreign workers, 
5$250 and S$350 per person, will also stay 
the same. On 1 April, however, the levy 
payable by employers of foreign domestic 
helpers will rise to S$300 a month from 
5$250. There are about 65,000 foreign 
helpers in Singapore. s 


subsidiaries are profitable, compared 
with Britain, 51%; the US, 46%; and New 
Zealand, 55%. 

The report, prepared by Terrey Arcus, 
director of consulting group Port Jackson 
Partners and a former Hongkong direc- 
tor of McKinsey & Co., says only a few 
Australian businesses have demon- 
strated a commitment to becoming an 
integral part of Asia. “Nevertheless, in 
discussions with business leaders,” he 
says, “we sense them now including 
Asia in their plans in a genuine way.” 

Arcus cites several successful Aus- 
tralian businesses in Asia, such as the 
Uncle Ben’s division of Mars Inc., which 
has built pet-food sales in Japan to a 
A$53 million-year-business. Pacific 
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The Bataan papers 


Manila concludes debt agreement 





By Rigoberto Tiglao in Manila 


he Philippine administration reach- 

ed agreement on 20 February with 

creditor banks on a US$5 billion- 
debt rescheduling, thanks to a compromise 
on the conversion into bonds of loans for 
the notorious Bataan nuclear-power 
project. The agreement has been criticised 
for supposedly tying the government's 
hands over the settlement of US$1.1 billion 
in allegedly fraudulent loans for a power 
plant that is mothballed because of what 
are claimed to be technical flaws. 

The deal was clinched when Citibank, a 
subsidiary of Citicorp of the US, agreed not 
to tender its US$18 million in nuclear-plant 
papers for conversion into bonds under the 
agreement's provisions. A number of Phi- 
lippine senators, as well as an official com- 
mittee, have alleged that Citicorp bribed 
cronies of the late president Ferdinand 
Marcos in order to become the lead man- 
ager for a bank syndication that partly fi- 
nanced the US$1.1 billion plant. 

In return, Philippine negotiators head- 
ed by Central Bank Governor Jose Cuisia 
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agreed that the estimated US$344 million 
in nuclear-plant papers other banks hold 
should be eligible for conversion into 
bonds. But Cuisia managed to extract from 
the banks a "no-waiver clause." This stipu- 
lates that the government could still file 
cases against any bank which it may later 
find to have been involved in fraudulent 
loan transactions. 

Manila's cause was boosted last month 
when a US district court rejected a petition 
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 Rescuers overwhelmed 


.. By Michael Taylor in Hongkong 


. After nearly eight months’ effort, attempts 


to rescue BCCHK, the stricken Hongkon 


nothing to 
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International (BCCI), appear to have 

_ foundered on a last-minute determination 
— by the Hongkong Government to do 
elp. This determination, 

amounting almost to an enthusiasm to 

. liquidate, contrasts markedly em the 


says BCCHK’s provisional 
liquidator, Noel Gleeson. “Tragic,” agrees 
general manager Joseph eph. Fang, 


working at the bank all seem to agree are 
largely frivolous. Most were filed by BCCI 
liquidators in other parts of the world. 

BCCHK's 30,000 depositors can now ex- 
pect an initial payout of only 35-40%, of 
which 15% has already been paid. 
Gleeson, who still ultimately to 
secure a dividend of 70%, said on 25 
February: “I’m convinced now that the 
quickest way to get into the hands 
of depositors is to wind it up.” 

All accounts of the negotiations con- 
cur that until an late stage both 
the liquidator and Lippo were confident 
that a deal could be struck. The final blow 
Appento to have bees p cesión of 

as amame anh’ — 
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by the plant's supplier, Westing 
Electric Corp., to dismiss the case agi 
filed by the Philippine Govern 
Westinghouse, a US firm, is alleged ti 
bribed its way to the head of the qu 
win the contract to build the Bataan 
in 1976. The trial will start on 2 Mar 

The timing of the agreement — i: 
ing either the discounted sale of de 
cash or the conversion into 17-2* 
bonds — has been convenient for 
dent Corazon Aquino's negotiator: 
Philippine Congress, which has beer 
paigning against the rescheduling ac 
ended its sessions on 6 February an 
not resume until 25 May, after the ele 

A number of senators have claime 
if a rescheduling agreement said th 
US$344 million nuclear-plant loans 
eligible for conversion into bond: 
would jeopardise the governmen 


$ tempts to repudiate them. 


In October, Aquino responded tc 
tors' criticisms by ordering that an 
ment with commercial banks be d: 
until an official three-man committe 
finished its investigation into Citicorp 
in the Bataan affair. Aquino told the 
mittee to submit its report by the « 
1991. But the advisory committee of fi 
banks’ representatives, which inc 
Citibank, told the Manila governme 
year that there could be no agreeme 
insisted that the nuclear-plant loans 
excluded. 

The committee’s report has not 


ties were to be transferred into : 
company, leaving in the BCCHK she 
ficient assets to cover any possible | 
ties. But after taking legal advice, G 
became convinced that the courts 
not sanction any arrangement whi 
not leave enough in the BCCHK sl 
cover even frivolous claims. 

In the meantime, one banking n 
tor admits: "There's been a lot of 
about unrecorded liabilities." Of tl 
herrings, the largest is BCCHK's H 
billion involvement with Indonesia 
ber firm Barito Pacific. Despite the 
ud given these arrangements, it 

that they contributed to the 
tiations’ collapse, because they 
known at the time Lippo signed th 
visional purchase a t las 
vember [REVIEW, 5 Dec. '91]. 

A further HK$1.09 billion in « 
have been filed from BCCI liquic 
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de public, but sources say that it was 
mitted to Aquino on 14 February. 
isia was said to have been given a copy 
w days before he left to negotiate with 
banks in New York. The sources say 
committee upheld the senators' posi- 
1 that there was a strong case against 
corp and that the nuclear-plant debts 
uld be excluded from an agreement. 
—uisia is said to have tried unsuccess- 
y to persuade the committee to revise 
‘indings. Instead, the report appears to 
e strengthened the Philippine negotia- 
' position, prompting Citibank to agree 
t it would not tender its nuclear-plant 
ers for conversion into bonds. The bank 
given Manila until the end of 1992 to 
a case against it, after which it says it 
sell its nuclear-plant papers. 
Apart from the controversy over the 
ts for Bataan, there is a brighter side to 
rescheduling agreement. Cuisia says 
deal will "put the debt issue behind, 
the next administration will not have 
vorry about it any more." Cuisia says 
expects the deal to be finalised by the 
of June, when a new administration is 
to take power. 
3ut people have criticised the speed 
1 which the agreement is to be com- 
ed, while Filipinos’ attention is focused 
the 11 May general election. Former 
nomic planning secretary Solita Mon- 
says that the accords will tie down the 
administration to an unfair deal in 
ch it was not involved. u 
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Stirred, not shaken 


hailand’s economy is expected to 

grow in 1992 at least as fast as the 

7.5-8% achieved last year, despite 

a slowdown in its main markets. 
But the immediate picture has been mud- 
died by a number of tax changes, including 
the introduction of a 7% value-added tax 
(VAT) on 1 January, which is said to have 
been the main reason for several negative 
economic indicators. 

Among these negative trends is a 
deceleration in capital investment. In addi- 
tion, the government recorded a fiscal defi- 
cit on its current account in January for the 
fourth straight month. And annual growth 
in consumer spending fell to 5% or less by 
December, compared to nearly 20% a year 
earlier. 

At the same time, imports contracted 
by 10% year-on-year in the last quarter of 
1991, compared with 25% growth in the 
middle of last year. And there was a sharp 
fall in loans to new private-sector projects 
in the fourth quarter of 1991, even though 
bank lending as a whole grew by 21%. 

Part of the reason for all these trends 
can be ascribed to the tax changes. Busi- 
nesses drew down inventories at the end 
of the year, while they wrestled with the 
problems of accounting in the period of 
changeover. Some delayed imports for the 
same reason. 

As for consumers, they stalled pur- 
chases in response to a sudden boost in 
retail prices as a result of the introduction 
in VAT. Many prominent retailers came 
under attack from the government for 
sharply raising prices. 

Annual inflation was 4.6% in Decem- 
ber, based on the heavily rural-weighted 
consumer price index, and is expected to 
rise to as much as 6% this year. Inflation in 
Bangkok, though, is reckoned to be con- 
siderably higher. 

But these factors can provide only part 
of the explanation. The government's fiscal 
deficit may well continue, following a 23% 
increase in civil-service salaries from 1 
April and à reduction in income-tax rates. 
In the short run, this is not likely to 

a major problem; the current deficit 
was Baht 9.8 billion (US$390 million) in the 


E 44» 


Analysts say that banks are turning away 
loan applications from would-be borrow- 
ers spurred by a 350 basis-point fall in loan 
rates in the past 12 months, while larger 
customers are borrowing heavily. Some 
analysts say the latter's demand for loans 
is intended to finance a heavy backlog of 
real-estate projects nearing completion. As 
for the slowdown in overall private invest- 
ment, this appears to be partly due to un- 
certainty over the outcome of the 22 March 
general election. This will decide what sort 
of government replaces the one installed 
after the February 1991 coup. 

Overall, economists are sanguine about 


Selected Thai exports 
p 


i adm 
ion i 9 | 1990 | 1991° 
"TF A apt’ n hu E ds ij | LLLA 19 4 
Uu mig — RT fa id Lon s - 


Lj 
4° ers 





the Thai economy over the next 12 months. 
High liquidity should ensure that domes- 
tic consumption continues to drive eco- 
nomic growth, despite the fact that con- 
sumers are wary of the tax changes. Mean- 
while, exports are still growing at a 23% 
annual rate, higher than the rise in imports. 
The growth is spread across the board: 
exports of manufactures and agricultural 
commodities are all strong. Thailand’s ex- 
porters do not appear to have suffered 
much from the slowdown in the world’s 
biggest economies. 

In the final quarter of 1991, the coun- 
try's trade deficit shrank to Baht 47.8 bil- 
lion from Baht 85.3 billion in the same pe- 
riod of 1990. The current-account shortfall 
dropped to Baht 29.1 billion from Baht 67.6 
billion over the same period. 

Although private investment is slowing, 
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POLICIES 


Paper tiger 


India's securities watchdog lacks independence 





By $ Sucheta Dalal in B Bombay 


resident R. Venkataramanan grant- 

ed statutory status to the Securities 

and Exchange Board of India (SEBI) 
on 30 January, but critics question whether 
the board has enough clout to oversee ade- 
quately the country's capital markets. They 
say the government has linked the SEBI too 
closely to the Finance Ministry, curtailing 
the independence it needs within the In- 
dian bureaucracy to be a serious watchdog 
body. 

On paper, the country's 20 stock ex- 
changes, as well as the actions of broker- 
ages and other intermediaries associated 
with the securities market, will now be 
regulated by an autonomous SEBI. The 
government says this will enable the board 
to increase investor protection and help it 
to develop capital markets. 

Critics, however, say the SEBI'S powers 
are substantially undermined by various 
sections of the board's operating ordinance, 





t 
{ 
a. 
i : 


(By Adam Schwarz in Jakaria 
^ Indonesia's —— —— on 


E the banking industry 
ihe nto law on 17 February by the of 
1 y a codifi- 


PR M dete eniin 
_ the law puts the country's seven power- 
. ful state banks into more direct compe- 
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which give substantial controlling power 
to the Finance Ministry. The SEBI’s six- 
member board of directors, for example, is 
to be appointed by the ministry. Directors 
will have no fixed terms and the ministry 
has the authority to terminate their services 
at any time. 

The Finance Ministry also has the right 
to supersede the sEBI's board of directors 
and reconstitute it. Critics believe that such 
a structure will force the SEBI's chairman 
and directors to bow to the whims and re- 
quests of politicians responsible for their 
appointments. 

In addition, the Finance Ministry must 
also approve any new SEBI regulations, and 
give the agency permission to proceed with 
the prosecution of companies. A company 
also may appeal to the ministry against any 
actions initiated by the SEBI. 

Many SEBI officials say they are disap- 
pointed by the government's inability to 
give the board total regulatory responsibi- 
lity. Says chairman G. V. Ramakrishna: 
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forms paved the for an upsurge in 
new Drivdtily pues! banks and 
branches and an improvement in cus- 
tomer services. The state banks, as a re- 
sult, have steadily lost market share. 
Nonetheless, the state lenders con- 
tinue to dominate the t sector. 
According to the latest figures from Bank 
Indonesia (BI, the central bank), state in- 
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"The [new situation] will badly reduc 
effectiveness, but we'll try and di 
best." 

Historically, weak capital-market 
lation in India has given politicians tre 
dous clout with companies and exec 
because of their ability to distribute g 
tous favours, such as consent for c 
issues to fund shaky projects or foot- 
ging on reprimanding a company for 
ing investor rights. This state of a 
however, came under threat in 1987, 
former prime minister Rajiv Gandl 
nounced the formation of the non-stat 
SEBI. 

But soon after the SEBI was formec 

eral groups of businessmen backe 
officials from the Finance Ministry 
the Department of Company A 
began waging an effective campai 
keep the board from becoming a stat 
body. 
After 1990, however, the cam) 
against the SEBI being granted stat 
status reached a dead end. India, ' 
was close to defaulting on interna 
debt-repayment commitments becat 
its stalled economy, turned to the IM 
the World Bank for assistance. In 1 
for parting with their money, the ir 
tions imposed some conditions o 
government, one being the deman 
the SEBI be given increased power. 
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3. South Korea sign pact 
i telecommunications 


A landmark telecommunications 
eement between the governments of 
ith Korea and the US on 21 February 
es US firms greater access to South 
rean industry and avoids a showdown 
ler the US Trade Act. The accord will 
e US telecommunications firms a fair 
ince at cracking South Korea's US$5 
ion annual market for telephone 
vices and equipment. The agreement 
nmits Seoul to simplify 
communications rules, speed the 


aiction of tariffs on telecommunications 


tipment and open the procurement 
siness of government monopoly Korea 
ecom to US vendors. 


'anghai lists first B shares 
overseas investors 
The first listing in China of B shares 
served for foreign investors) on the 
nghai Stock Exchange went off 
«cessfully on 21 February. The price of 
nghai Vacuum's 3,440 B shares 
aped 26% to US$88.50 on the first 
* of trading, and they hit a high of 
393 on 24 February before falling 
K to US$84 by the end of trading on 
following day. The B shares, 
Kch are denominated in US dollars, 
*e initially offered to overseas 
estors at US$70 each. Trading in the 
was thin, however, as is the case 
the nine A stocks listed on the 
hange. 


»an's buying spree 
IUS real estate slows 


‘apanese real-estate investment in the 
‘in 1991 fell 61% from a year earlier, 
ding to a study by US accounting 

m Kenneth Leventhal & Co. Japanese 
ers invested about US$5 billion in 

Ù, compared with US$13 billion a year 

Ker. The accounting firm blames the 

“ine in Japanese purchases on the US 
-estate slump, higher interest rates in 

jan, less favourable exchange rates and 

Man's economic woes. 


»ng family to restructure 
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32.7 million Bangkok Land shares, 
increasing its stake in the newly listed 
Thai company to 10.5%. Marketing 
company Hwa Kay Thai is to acquire 19 
million shares in Thai-listed Tanayong 
Land, lifting its holding to 32.08%. 


Taiwan reverses decision 
on inward remittances 


P The governor of Taiwan's Central 
Bank of China, Samuel Hsieh, announced 
on 23 February the lifting of a ban on 
inward remittances by foreign 
institutional investors. The ban was 
imposed earlier in the month to slow the 
appreciation of the New Taiwan dollar. 
But Hsieh said foreign investors would 
have to submit a remittance schedule with 
a maximum of US$5 million daily. The 
Central Bank also announced that an 
application for remittance of US$50 
million by Morgan Stanley had been 
approved after an earlier rejection. 
Foreign fund managers, however, are 
sceptical that the bank will speed up the 
process. 


Business indicators 


Japan’s MOF delays 

further sales of NTT stock 

P Japan's Ministry of Finance (MOF) is 
likely to abandon plans to sell 500,000 
shares of government-held stock in the 
semi-privatised state telecommunications 


t Nippon Telegraph & Telephone 
fern during the current fiscal year, 


ending on 31 March. The MOF fears that a 
sale of NTT stock could further depress the 
Tokyo stockmarket. In 1989, the MOF and 
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Indian central bank halts 


forward US-dollar sales 

P Heavy speculative buying on rumours 
of early rupee convertibility or another 
big devaluation caused the Reserve Bank 
of India (RBI, the central bank) on 19 
February to halt forward sales of US 
dollars. The move created chaos in 
interbank dealings, forcing up sharply 
forward US-dollar margins for a day. RBI 
Governor S. Venkitaramanan denied that 
a step towards convertibility or a 
devaluation was in the offing, but his 
actions increased expectations in some 
quarters. 


Japanese steel exports 
climb after six-year hiatus 


P Japan's steel exports in 1991 rose 5.9% 
from a year earlier to 18 million tonnes, 
the first annual increase in six years, 
according to the Japan Iron and Steel 
Federation. Steel exports to China, Taiwan 
and South Korea climbed 17.7%, 43.5% 
and 24% respectively. The federation also 
reported that steel imports in the year 
jumped 18.5% to 13.84 million tonnes. 
Imports of ordinary rolled steel accounted 
for much of the increase. 


EVA Airways signs Taiwan's 
largest syndicated loan 

P Taiwan's EVA Airways, an offshoot of 
the country's giant Evergreen shipping 
line, signed a US$1.05 billion-loan 
agreement with a consortium of 15 
Taiwan banks to finance 12 new aircraft it 
has on order. The loan is the largest ever 
made by local banks to domestic private 
industry. Eva, Taiwan's first privately 
owned international airline, began flying 
last year. It operates three aircraft, with a 
total of 28 on order. 


Malaysia to go ahead 

with Tenaga privatisation 

»> Malaysia's mammoth public offering 

of shares in government-owned power 

utility Tenaga Nasional will begin by the 

end of February, according to 

Commerce International Merchant Bank, 
the utility's adviser and managing 

underwriter. The roughly 14 million new 
LL. 3 
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PRICES & TRENDS 
Previous 3 months 

Last sale to 24 Feb. Latest week ago 
Gold London (2) 349.60 354.65 367.80 
Copper New York (3) 
Current delivery (Feb.) 101.00 101.70 103.10 
Mar. delivery 101.10 
Aluminium London (7) 
Current delivery (Feb. ) 131900 1,314.00 1,150.00 
Tin Kuala Lumpur |! ) 14.31 " 14.36 - 1470 
Cotton New York (3) 
Current delivery (Mar.) 53.17 53.37 56.20 
May delivery 55.50 
Rubber Kuala Lumpur (8) 
Current delivery (Mar.) 209.50 211.00 222.00 
May delivery A | 210.50 
Jute Dhaka (11) 365.00 365.00 380.00 
Palm Oil Kuala Lumpur (4) 
Current delivery (Mar.) 899.00 898.00 860.00 
May. delivery 875.00 
Sugar New York (3) 
Current delivery (Mar.) 8.15 8.02 8.63 
May delivery 3I... 8.13 
Pepper Singapore (9) 
Sarawak Asta blk 100% 207.50 210.00 212.50 
Wheat Chicago (5) 
Current delivery (Mar.) 415,40 422.20 368.60 
May delivery 414.00 
Maize Chicago (6) 
Current delivery (Mar.) 263.60 263.00 240.40 
May delivery 271.20 
Rice Bangkok (7) 
5% white fob 4 282.00 282.00 297.00 
Soyabeans Chicago (5) 
Current delivery (Mar.) 576.60 570.20 560.60 
May delivery 586.40 
Cocoa New York (7) 
Current delivery (Mar.) 1,070.00 1,075.00 1,202.00 
May delivery 1,091.00 
Coffee New York (3) 
Current delivery (Mar.) 66.80 69.15 78.50 
May delivery 69.50 
Petroleum 
Sumatran light Tokyo (10) 17.80 17.85 20.75 
Brent London (10) 17.43 18.53 19.90 


(1) M$ akg (2) US$ an oz (3) USc alb (4) M$ a tonne (5) US¢ a 60 Ib bushel 
(6) US¢ a 56 Ib bushel (7) US$ a tonne (8) PSS1, wd, (9) so (10) US$ a barrel 
te, International Jute Organisation 


(11) BWD, Chittagong/Mongia, US$ 
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Australia China 
Economic Growth % (real) ||) 
1991 2 45-7 
1992 3.75 55.7 
international Reserves © 
Latest US$16.53b (Dec) US$41.48b (Oct) 
Year earlier US$16.26b US$26.67b 
Trade Balance (total merchandise) 
Latest 3 months +US$0.33b (Oct-Dec) +US$1.88b (Oct-Dec) 
Previous 3 months +US$0.79b +US$2.61b 
Year earlier +US$0.24b +US$3.82b 
Exports (6) 
Latest 3 months US$10.29b US$22.42b 
% change previous 3 months “1.5 +17.5 
% change year earlier «2.9 «84 
Imports (7) 
Latest 3 months US$9.96b US$20.54b 

«2.8 «24.7 


Year 
ago 


359.15 


110,55 


1,510.00 
15.09 


86.70 


228.50 


~ 410.00 


839.00 


89.75 


17.30 
17.63 


3-4 
5 


n.a. 
n.a. 


+US$0.38b (Oct-Dec) 
S$0.66b 
-US$0.14b 





Spot Previous 3 months Yei 
24 Feb. rate} week} agot ago 
Australia dollar 1.3312 1.3247 1.2637 12 
Bangladesh taka - 37.70 37.70 3765 &—à1 359 
Britain pound 0.5722 0.5641 0.558 0.5 
Brunei dollar 1.6445 1.645 1657 1.7 
Burma* kyat 6.265 6.265 6.265 5.9; 
Canada | dollar 11884 — 11893 1.1378 11! 
France — franc 561 5.5365 5.431 51; 
Germany mark 1.6503 1.626 1.5915 1.5. 
Hongkong dollar 7.762 7.7545 7.7502 7,7 
India — rupee 25.8264 25.8264 258164 — 190 
Indonesia rupiah ^ 2,009.00 2,007.00 198200 ^ 1,9200 
Japan yen 129.10 127.10 128.14 — 133.4 
Macau' pataca 8.05 8.05 8.05 8.0! 
Malaysia dollar 2.5915 _ 2.594 2.7355 2n 
Nepal* rupee 42.70 4270 - 42.70 39.0 
New Zealand dollar 1.8464 1.8491 1.7624 1.6; 
Pakistan rupee 24.6253 24.6053 24.59 21.8! 
Papua N.G. kina 0.9569 0.9533 0.9407 0.9. 
Philippines peso 26.10 26.15 26.70 28.1; 
Singapore dollar 1,6445 18 — à 167 17 
South Korea won 767.90 765.30 75490 | 7229 
Sri Lanka rupee 41.96 41.7843 4158 - 40.4 
Switzerland franc 1.4925 1.4655 1415 1,31 
Taiwan NT dollar 25.0705 25.02 25.85 27.16 
Thailand — baht 25.515 2545 25405 2352% 
Communist China US$-Rmb 5.47 HKS-Rmb 0.70525 Laos US$=Kip 705.00 
countries: — Vietnam US$«Dong 11,370.00 Cambodia US$=Riel 750.00 
Other: Commonwealth of States (former Soviet Union) US$=Rouble ' 


Independent 
SDR1=US$1.37384 ECU1=US$1.2385 5$1-M$1.5771 
*Official rate 1 Middle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official r 
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24 Feb. month months iuis months bonds yi 
us$ 4.1875 4.25 4.375 4.8125 7.46 
Sterling — 100625 — 101875 10.125 ^ 100625 937 
Yen 5.4375 5.125 4.8125 4.75 5.39 
Swiss Fr. 7.625 7.625 74375 7375 — 

Dm 9.50 9.50 9.50 9.3125 7.92 
A$ 7.1875 7125 — 7.125 — 7.3125 10.00 
(| 7.1875 7.25 731 ERS 8.52 
ECU 9.75 S 9.75 9.75 8.50 


tOffered rate Source: Telerate, Salomon Brothers 





India Indonesia Japan Malaysia 
3.544) 7 3.8 8.6 
44) 5.5 3.5 8.5 
US$3.63b (Dec) US$9.26b (Dec) US$72.06b (Dec) US$9.88b (Ay 
US$1.52b US$7.46b US$7850b US$7 74b 
-US$0.53b (Oct-Dec) «US$1.06b8) (Sept-Nov) +US$23.90b (Oct-Dec) -US$0.18b (S 
-US$0.30b +US$1.09b +US$22.20b -US$0.74b 
-US$2.35b «US$165b — +US$10.90b «USS0. 01b 
US$4.14b US$7.35bi8) US$85.12b US$9.20b 
+2.6 0.9 +7.8 +3.9 

D qd 4.9 6 +10.7 
US$4.67b US$6.30b 8j US$61.22b US$9.39b 
416 4.5 478 22 
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SHROFF 


Election boom 


be a window of opportunity for 

investors on Manila's stock- 
markets, say analysts. Brokers' livelihoods 
depend, of course, on selling a good story, 
but in this case Shroff feels that the evi- 
dence, too, may be compelling. 

On the face of it, investing prior to poll- 
ing day may sound like odd advice. Philip- 
pine elections are notoriously volatile and 
are usually followed by an upsurge in in- 
flation as the cost of the campaign and 
politicians’ campaign promises work their 
way through the economy. 

But there is an article of faith among the 
electorate that "the office will make the 
man" (or woman), the result of which 
could be a honeymoon period for the new 
president. This, in turn, could lead to capi- 
tal piling into the stockmarket in anticipa- 
tion of an economic expansion. 

None of the strongest presidential can- 
didates are proving to be charismatic lead- 
ers, but none are expected to make a mess 
of the economy, either. Remarkably, even 
Ramon Mitra and Eduardo Cojuangco, a 
crony of former strongman Ferdinand 
Marcos, are starting to get the benefit of 
the doubt. Many now believe them both 
capable of turning around the economy. 

Further, the May elections may mark a 
break with the past. For one, President 
Corazon Aquino's administration would 
find it hard to use the central bank's print- 
ing presses to support their candidates 
even if it wanted to. The budget is too tight 
and filled with new safeguards, such as 
disbursements only on a quarterly basis. 

For another, this election happens to 
coincide with the final stretch of the coun- 
try's IMF austerity programme. The Fund 
will be closely monitoring the country's 
compliance with the programme, which 
should force the Aquino administration to 
hold to its commitments. 

But above all, the 1987-88 economic 
boom that followed the February 1986 
elections is still fresh in the minds of busi- 
nesses and brokers. This economic takeoff 
was presaged by the dizzying bull market 


in the second half of 1986, in which the 
Mía Ch | Unahsamo indo aaro 1499 


he run-up to the May general 
! I | elections in the Philippines could 


agement Corp. sees the index moving to 
the 1,400-point level after May, from its 
current level of around 1,200. Sun Hung 
Kai predicts the index will hit a high of 
1,680 within the year. 

A run-up over the next two months, 
however, could quickly close the window 
of opportunity for bargain-hunters. Money 
in Manila has been rapidly moving out of 
Treasury bills and into the market as the 
Treasury coupon has declined to 19% from 
22% only a few months back. 

US-dollar holdings are also unpopular 
as the exchange rate has dropped to 
US$1:P26.15 in February from US$1:P26.65 
at the end of 1991. Liberalised regulations 
on foreign investment that take effect in 
March are likely to draw more offshore 
funds into the market. The time, then, to 
invest, could well be now. 


m Rigoberto Tiglao 


Manila plays politics 


he 


It has not taken too long for shareholders in 
the recently privatised Jakarta Stock Ex- 
change (JSE) to realise that “private” means 
different things to different people. 

Despite howls of protest from brokers 
who just stumped up Rps 60 million 
(US$30,000) to buy a seat on the JSE, the 
management of the exchange is drawing 
up new listing regulations that will force 
some 15-2096 of the 143 currently traded 
counters off the board. 


Tha nnal of thir mannauvre it annoarc 





1990 peak, a collapse which wo 
bourse few friends among foreign 
managers. Although some improve 
have been made, complaints about 
ment and trading delays are still rife 

Forcing about 30 companies to 
from the JSE and re-list on the ssE will 
trading in these stocks that much 
difficult. Telephone lines between J 
and Surabaya are notoriously poor; 
times the lines go out for entire bu 
days. A reduction of tradable coun 
Jakarta will mean lower commissio: 
higher costs for the big brokerage |} 
in Jakarta. 

"If they go ahead with this plan 
just stop trading in those 30 stocks, 
the head of one foreign brokerage 
karta. The larger Indonesian broker: 
equally miffed. “This plan will not 
cepted quietly by either the inv 
public or the listed companies thems 
said one Indonesian broker. The de 


* appears to come from high levels 


Finance Ministry. One official says tl 
governor of East Java had pers 
written to Finance Minister Joh, 
Sumarlin to ask for his assistance 
recting more business to the lacklust 
While some Finance Ministry o! 
apparently are aware that the | 
changes will play poorly overseas, 
gathers that government concerns o 
possible demise of the SsE have the 
hand at present. The SSE, set up in 19% 
been privately owned since its incep 
Brokers had already been grun 
about Finance Ministry meddling 
establishment of the privatised JSE. 
Brokers were given little say in t 
lection of the JSE’s board of director 
little representation in the team dr 
up the JSE's articles of association. 
Putting money into the pock 
Surabaya brokers by reducing trad 
Jakarta will confirm the view that Fi 
Ministry whims hold more sway o 
management than do the interests 
exchange's shareholders. In addition 
its latest plan the government has £ 
long way to undermine the credibi 
Hasan Zein Mahmud, the newly e 
nrasident nf the IGF 


TO DEAL WITH 
THE MONKEY 


E 7 M eon i MAMA 
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ne of the keys to succeeding in Asia in 1992 (the year 
of the monkey ), will be your depth of understanding 
of the events and developments of 1991 (the year of 
the ram). Changes have swept through the a 

region, altering business, political and 

financial outlooks. Any move without 





reference to accurate information could be a move in the wrong 
direction. For 32 years business leaders, scholars and politicians from 
around the world have relied on the "Asia Yearbook" for that accurate 


information. The all-new 33rd edition, compiled and edited by "no^ 
journalists and staff of the Far Eastern Economic Review is now Ji 


available. "Asia 1992 Yearbook" covers the major events in Asia and 


also provides a country-by-country analysis of the various political, jp, YEARBOOK 


social and economic scenes. 





Mail, Fax or Phone: Far Eastern Economic Review 
| G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338 


| Please rush me the just published ASIA 1992 YEARBOOK (hardback) at H&$315, US$39,95, £24, Y5,600, 5$7 1.50 or MS$117 


at HK$235, US$29.95, £18, Y4,200, $$53 or MSSS each 


| No. of hardback copies No. of softback copies by airmail by surface 


SO each or (softback) 





CLASSIFIED ADVERTISEMENTS 


Investment Opportunities 


NIMBAS Bradford 


MBA 


COMBINE BRITISH ACADEMIC EXCELLENCE WITH 
DUTCH INTERNATIONAL EXPERTISE FOR YOUR MERA DEGRET 


A NIMBAS-Bradford 
MBA Degree is a powerful boost 
for your business career 





The UK's Bradford University MBA is accepted world- 
wide as proof of top-notch managerial know-how backed 
by finely honed academic excellence. 
Now you can earn this career-enhancing qualification in Europe’s 
most dynamic business centres; the Netherlands and Britain, 
in the commercial heart of the European Community. 


* One-year full-time courses for graduate managers 
with two years or more work experience. 


e Two-year courses for recent graduates. 


During their second year these students can combine intensive 
study modules with full-time employment in Europe or the USA. 


NIMBAS assists with residence permits and housing 


NIMBAS 


THE NETHERLANDS INSTITUTE FOR MBA STUDIES 


For information: Postgraduate Secretary 
NIMBAS, PO Box 2040, 3500 GA Utrecht, The Netherlands 
Telephone: + 3] 30 314323 Fax: + 31 30 367320 








Do you know what 
asset protection and 
enhancement through the u 
of low tax areas can do 
for you and your client? 


VN. 


a comprehensive , cómpetetive and... QU UL NM 
; NIE 


and financial planning. 


Asset protection and enhancement 
through the use of low tax areas. 


Formation and administration of Trusts 
and Companies in various jurisdictions. 


Arrangement of Insurance, Banking and 
Investment Management Services. 


Being both politically and economically 


stable, and enjoying a uniquely 
convenient location, Jersey, the largest 
of the Channel Islands, is ideal for all of 
your offshore requirements. 


Please contact us for further information. 


If you have something to say . . 





BASTION OFFSHORE 
TRUST COMPANY LIMITI 


P.O. Box 595, West's Centre, 
St. Helier, Jersey, Channel Island 
Telephone. (0554) 55407 Fax. (0534) 
Baton Offshore Trust Company Larmited 
u à pronate auiborued Jerry rentent Trast Com 
owned by Pla Sune! ef Co, am etablude? Jersey là 


. say it 


in the Classifieds! 





Far Eastern Economic Review 
Focus and Special Report Schedule 


Indonesia: Trade and Investment 


Australia 


Malaysia: Trade and Investment 


Property 
Asian Development Bank 


2 April 
9 April 
16 April 
30 April 
7 May 





ASSIFIED ADVERTISEMENTS 


purses & Seminars Business Equipment 


a CITY 


University 


























CRANES FOR SALE 


YEAR TYPE AND MODEL CAPACITY 


LATTICE BOOM TRUCK CRANE 
1975 P&H 6250TC 300T 


HYDRAULIC TRUCK CRANES 
1975 GROVE 1275 125T 
1973-4 P&H T750 (3 off) 75T 
1979 KATO NK650 65T 
1981 P&H T500 50T 
1978 GROVE TMS475LP 50T 


HYDRAULIC R/T CRANES 
1978 | GROVE RT75S 50T 
1978 P&H OMEGA 40 40T 


CRAWLER CRANES 
1979 BE 61B (2 off) 110T 
1973 30RB Super Crane (3 off) 50T 


For further information Contact: 
John Williams 
AUSTRALIAN PLANT HIRE CO. 
487 PRINCES HWY (P.O. BOX 84) FAIRY MEADOW 
N.S.W. 2519 AUSTRALIA 


(IDD) FAX 61 42 851944 
(IDD) PHONE 61 42 844222 


MA in Communications 
Policy Studies 


This taught MA course provides a broad overview of 
»olicy development in broadcasting, the press, 
ielecommunications and information technology plus 
detailed analysis of sectors or issues of the student's 
»wn choice. It can be taken full-time over one year or 
)art-time over two years. The course is inter-disciplinary 
and includes teaching on: 

Sociological, Political, and Economic analysis of 

Communication Policy. 

Research Methods for Communications Policy 

International, British and American Communications 

Policy 

Communications and Technology 

Culture, Ideology and Representation 
acilities for research leading to MPhil and PhD degrees 
»vailable. 


urther details and application forms from: 
susan Griffiths, Communications Policy Studies, 
®epartment of Social Sciences, City University, 
Northampton Square, London EC1V OHB. 
sel: 071-477 8503. Please quote reference: CP/FE. 


NEGREE COURSES 


Master's degree in Business Admin- 
i^ (MBA) entirely at home anywhere in 
yid. Also Bachelors, Masters and 
sate programmes in Computer Sci- 
zconomics, Education, Engineering, 


Review 


REVIEW CLASSIFIED ADVERTISEMENTS 


Cost: US$ 70 per column centimeter 





Classified Sections 








tional Law, Languages, Sciences, etc. The classifications available in Column Width: 
sbridge University this section are as follows: 
«bens PO. Bor 5, duldum, E e" 1 column 41 mm 
!, England. Fax: +44/787-278478 when OKing, please Stale 2 columns 88 mm 
your requirements, 3columns 133mm 
Appointments 4columns 183mm 


place your 
sified ad, fax: 
eng Kong (852) 
6051 or call: 


m Kong 8328473 
"apore 2203720 


*owmus xt m 


Business Equipment 
Business Opportunities 
Business Services 
Conferences & Exhibitions 
Courses & Seminars 
Education 

Fellowships 


EE nent. 0. ——— wn Anti nn 


Column Depth: minimum 30 mm, maximum 230 mm 
Standard Units: 


1/4 (v) page (230 x 41 mm) US$ 1610 
1/4 (h) page (120 x 88 mm) US$ 1680 
1/2 (v) page(230 x 88 mm) US$ 3220 
1/2 (h) page(120 x 183mm) US$ 3360 
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INNOVATION 


Hongkong s life-blood 


he spreading awareness of the 
worldwide AIDS epidemic is add- 
ing impetus to work in Hongkong 
on the development of blood sub- 
stitutes. “AIDS has made blood more sus- 
pect, despite all the tests and other precau- 
tions for ensuring the safety of transfusions, 
and this has accelerated the search for 
products not open to that kind of worry," 
says Jeffrey Wong, head of the biochemis- 
try department at Hongkong University of 


, Science & Technology (HKUST), 


Wong, who is also director of the uni- 
versity's Biotechnology Research Institute 
(BRI), and some colleagues are trying to 
create a substitute for red blood cells. Their 
approach is to develop a new pharmaco- 
logical compound by combining dextran, a 
polysaccharide-plasma expander derived 
from sucrose, with haemoglobin, the oxy- 
gen-carrying protein inside red blood cells. 

Human haemoglobin may be used 
without additives, but the small size of the 
haemoglobin molecule allows it to enter the 
kidney rapidly, resulting in damage to the 


. organ. The greater size of the dextran-hae- 


moglobin molecule appears to prevent se- 


. cretion into the kidney. 





Groups elsewhere are looking at other 
ways of creating a substitute for red blood 
cells. Researchers in Japan are experiment- 
ing with the use of polyethylene glycol, and 


a US team is trying to use cross-linked hae- 


moglobin as a replacement for the protein. 

Wong's team has commercial objectives 
in mind. It hopes that the new compound 
will be ready for clinical testing on humans 
within two years. At that point, Wong says, 
the researchers will look for venture capi- 
talists willing to provide the US$5-10 mil- 
lion required to get the compound through 
the testing stage. They would also consider 


| licensing a pharmaceutical company to 
, produce the product. 


The work at BRI is not taking place in 
isolation. It is part of a wider effort by re- 


. searchers throughout Hongkong to jump- 


start the development of technology-based 
industries in the colony. 
Hongkong has lagged badly in the race 


, with Taiwan, South Korea and Singapore 


to upgrade the technological level of their 
Th 


*ahalr'^ takos up Abo solver: 


"With increased competition from 
neighbouring countries, it is imperative 
that Hongkong move upmarket to develop 
and export technology-based products and 
services," says Charles Kao, vice-chancellor 
of Chinese University of Hongkong and 
convenor of the new effort. 

Scientists at HKUST, Chinese University 
and four other institutions (Hongkong 
Baptist College, Hongkong Polytechnic, the 
University of Hongkong and the City 
Polytechnic of Hongkong) have identified 
hi-tech industries offering the best possi- 
bilities for commercial exploitation without 
requiring a huge investment, which would 
probably be beyond the ability of most 
Hongkong-based industrialists. The re- 





Looking for substitute red blood cells. 


search concentrates on biotechnology, in- 
formation technology, materials science 
and environmental technology. 

“We're basically trying to get the work- 
ing scientists of Hongkong involved in the 
effort to develop the industrial infra- 
structure of the place," HKUST's Wong says. 

Wong is keen on the commercial pos- 
sibilities of pharmaceutical-related projects. 
The idea is not to develop a new drug, 
which tynirally casts EISSD(( million and 


3S8n)0H 49015 3H4/13XNlX SINN30 


develop a more effective way to get 
into the bloodstream of diabetes su 
By using different types of agents 
riers for the drug — such as a polyn 
haemoglobin — it may be poss 
achieve more sustained concentra 
the blood system. New drug-delive 
tems may cost as little as US$500, 
both development and toxicolog 
clinical testing costs, says Walter Ho, 
lecturer in the biochemistry departr 
Chinese University. 

Chinese University is home 
Hongkong Institute of Biotech: 
(HKIB). The HKIB and the BRI were 
lished two years ago, when the 
Hongkong Jockey Club — which o 
the colony's horse-racing concession 
up HK$300 million (USS38.5 milli 
the purpose. Both institutes bring tc 
scientists from different disciplines : 
biochemistry, biology, chemistr 
chemical engineering. 

Other examples are the project: 
undertaken by the BRi's Yu Nai-teng 
working on trying to find improv: 
to laser technology that would aid 
venting heart attacks. Lasers are é 
used to clean out fatty deposits in i 
that cause arteriosclerosis. 

The tough part is for the laser sp 
to see what he is doing. So Yu is tr 
develop a near-infrared sensing com 
that can be injected into the blood 
where it can be seen by the laser. 

The BRI has six other projects und 
already. These range from gene t 
and cell-hybridisation technology 
search on Chinese medicinal produ: 
to new methods of treating sewage 
containing heavy metals. 

Wong is hopeful that these projec 
the potential for helping Hongko 
velop a biotechnology industry. “If 
get 10 or 20 such examples up ar 
ning," he says, “we can create a sig! 
industry." 

Biotechnology researchers in Ho: 
are also looking into possibilities 
sented by proprietary drugs in the ! 
elsewhere that have recently or wi 
lose patent protection. Because US 
law. for example. allows modified v 


Acer believes there is room for a different kind of 
computer company. One that not only offers everything 


from entry level PCs to 200 person UMX " networks, but 









designs them to grow when vou do. Advance when tech- 
nology does, And work as hard for your money as you do. 
For example, Acer invented ChipUp." A break 


through technology that allows you to upgrade a 


T | | 3865X system to 
AV. TST abo orervy ) 

oday, just about e v e ry One RXE 

canuseaconmpulerthais |. 0 
| adding a new chip. 

why we Make a computer ls ike buying 


for just about everyone, 


à new computer 





for the price of a single chip. 


or people on the go, the AcerAnyWare "notebook 


computers pack the power and features of machines 





5 times their size-for prices that are less than most other 
notebooks. Theres a full range of high-performance, 
low-cost models to choose from. 

We can also make a lot of people happy all at once. 
Our 64-bit bus, multiprocessor AcerFrame " fileservers 
bring minicomputer performance to your desktop, And 
they're backed by our 10 years of experience in UNIX systems. 

We invite you to see the complete range of Acer 
computers, including our affordable Acer Mate " line. And 
ask about our wide selection of AcerView ^ monitors, 


laser printers, keyboards and other peripherals, 


56— noono^t \ sor wongecamhatter un^ " 


Swissair Customer Portrait 110: Jean-Christophe Ammann, director of the Museum of Modern Art, Frankfurt. 
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The Swire Group 


INTRODUCING CATHAY PACIFIC FIRST 





YOU WILL BEGIN 


TO APPRECIATE THE WHOLE 


MAGNIFICENT PICTURE 


LONG BEFORE 


YOU LESVE LHS 


GROUND. 






FIRST 


Over the forthcoming months we will 


be introducing an entirely new first class service to our fleet. 


A significant advance in the art of first class travel, CATHAY PACIFIC FIRST has been crafted 


from the ground up to meet the needs of the most discerning international travellers. 


The experience begins at check-in, where our new First Ambassadors ensure you join 
your flight in better shape. In Hong Kong it continues with our new first class lounge, the largest, 
best equipped in Asia. This rooftop facility features panoramic views, a fully equipped business centre, 


an array of fine foods and beverages, as well as satellite broadcasting and financial news services. 


A fitting prelude to the tranquil world of privilege and recognition that is 


CATHAY PACIFIC First. The Renaissance of first class travel. 


Bank of Credit & Commerce International 





Statement by 
the Majority Shareholders 


On 20 February 1992 a proposed settlement was initialled 
by the Majority Shareholders and the liquidators of BCCI. 
This is the result of months of hard work to secure a fair deal 
for depositors and creditors following the closure of the bank. 


The proposed settlement is the final chapter in the Majority 
Shareholders' campaign to secure a future for BCCI after they 
became majority shareholders in April 1990. 


Events leading up to 
the Proposed Settlement 


After becoming Majority Shareholders we discovered 
certain problem loans within the bank. We immediately 
sought to uncover the extent of the wrongdoing and 
identify the wrongdoers. We injected substantial amounts 
of fresh capital and brought about board and management 
changes including the removal from their posts of the 
bank's President and its Chief Executive Officer. 


Our objectives were very clear; to ensure that the bank 
should be run properly and that it should operate 
successfully. 


Towards the end of 1990 we produced a restructuring plan 
which continued to be developed and refined during the 
first six months of 1991. 


At the same time we set up an investigating committee 
which included BCCI's auditors, Price Waterhouse, and 
began to discover what is now well known. 


BCCI had sustained substantial losses for a number of 
years which had lain undiscovered. They were revealed 
by the investigations instigated by us. 


All these initiatives were taken in co-operation with 
BCCI's auditors, Price Waterhouse, and the College of 
Regulators, including the Bank of England, who were kept 
informed of developments at every stage. 


Nevertheless, on 5 July 1991, the Bank of England and 
other regulators closed the bank without warning and on 
information supplied secretly by Price Waterhouse in a 
draft Section 41 report, which contained no allegations of 
new fraud created within the bank after April 1990. 


Since then we have set out to limit the damage caused by 
the closure. When it became clear that there was no 
future for the bank we began discussions with the 


The Proposed Settlement 


These discussions have led to the proposed settlement 
with the liquidators which when approved by the courts 
in the UK, Luxembourg and the Cayman Islands and by 
at least 70% of the creditors would include: 


A very substantial payment by the Majority Shareholders. 


A return to creditors estimated by the liquidators 
to be 30-40 cents in the dollar. 


| The Majority Shareholders taking on responsibility 
for certain liabilities of the BCCI branches in UAE. 


— ——- Why this Proposed Settlement — —— 


is right for depositors and creditors 


The settlement avoids the need for long and expensive 
litigation in many different jurisdictions. 


The liquidators have estimated that without such a 
settlement the return to creditors is likely to be less 
than 10 cents in the dollar and this return would not 
be made for a number of years, if at all. 


Whereas it is estimated by the liquidators that the 
proposed settlement will, when implemented, provide 
depositors and creditors with 30-40 cents in the dollar. 


All of this has been undertaken despite the fact that our 
original plan to restructure the bank was thwarted by the 
regulators and Price Waterhouse; and that Price 
Waterhouse's draft Section 41 report contained some 
very serious and completely unsubstantiated criticisms of 
the Majority Shareholders; and finally that we, as 
depositors, as investment clients whose funds have been 
misappropriated and as shareholders, are the largest 
losers by far. 


Aíter we became majority shareholders we devoted a 
great deal of time and energy in attempting to restore 
the reputation of the bank and to place it on a sound 
footing. Our task was frustrated by the closure of the 
bank in July 1991. In spite of this we have sought a 
solution which is fair and just for depositors and 
other creditors worldwide who, having placed so 
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LETTERS 


The New Golf Order 

Wow! What a great world it is [Green-field 
sites, 23 Jan.], where a country's economy 
can be evaluated by its number of golf 
courses. Shame on the tenant farmers and 
small land holders who complain about 
losing their land and livelihood to make 
way for golf course developments. They 
could all gladly take jobs as caddies at the 
new golf courses (as long as they didn't 
hear about Japan's problems with caddies 
being poisoned by constant exposure to 
pesticides used on greens). The shrewder 
ones would invest any compensation they 
may have got for their land in a putter and 
Jack Nicklaus coaching video and work on 
their short game while adding to the ranks 
of the urban poor in places like Smokey 
Mountain. 

With this sort of grassroots upswing in 
golf participation and consequent profi- 
ciency, before long the Philippines, and in 
fact all of golf-mad Southeast Asia would 
become the golfing powerhouse of the 
world. They would experience unprec- 
edented growth measured in terms of Golf 
Derived Productivity and would be collec- 
tively known as NIGS (Newly Industrial- 
ised Golfing States). 

Yes sir, the New World Order is look- 
ing better every day. Let's all hope that one 
day the standard of human life need not be 
measured by average income or daily calo- 
rific intake, but rather the length of a per- 
son's drive and aggregate handicap. 
Canberra C. F. RUNDLE 


Smoking condoms 
Who's really a fascist? In recent TRAVEL- 
LER'S TALES, Philip Bowring has twice 
managed to-give us a glimpse of his views 
about various activist groups which exist 
in Western countries. "Social fascists" he 
calls people who are engaged in activities 
ranging from women's rights groups, anti- 
smoking groups, to groups engaged in the 
protection of animals or the protection of 
our living environment. Although it is evi- 
dent that his statements are nonsense re- 
marks without any context or justification, 
I would like to ask the REVIEW to be more 
critical and avert such abusive remarks in 
the future. 

Organised and voiced opposition is a 
normal and necessary feature of a demo- 
cratic society If Rowrine does not faal 


epidemic, and at the same time [TRAVEL- 
LER'S TALES, 13 Feb.] call those who advo- 
cate similar measures against smoking 
"Western social fascists?" What they do is, 
after all, try to protect non-smokers against 
having to inhale the fumes of smokers, and 
to limit advertising to which young people, 
in particular, cannot respond with discern- 
ment. Does this restrict individual liberty 
any more than what is, fortunately, being 
done in Thailand against Alps? How would 
you react to an advertising campaign by 
brothel owners: "Make love without con- 
dom"? 


Paris KLAUS KRICKEBERG 





Simple, but true 

In his review of the book Asian Americans: 
An Interpretive History, by Sucheng Chan 
[13 Feb.], the reviewer Michael Duckworth 
notes that: "Chan maintains a rather sim- 
plistic view that all Asians are victims and 
all Whites are oppressors . . ." Having lived 
in the US for more than six years, this 
Asian believes that those of Caucasian her- 
itage cannot comprehend the victimisation 
non-Caucasians undergo in every endea- 
vour in which they participate in America. 
Osaka SACHI SRI KANTHA 


Drugs charade 

Bertil Lintner's report [Fields of dreams, 20 
Feb.] on the booming opium and heroin 
trade in the Burma/China border area 
strongly implies complicity between mem- 
bers of Burma's military regime (SLORC) 
and their local henchmen, as well as certain 
parties on the Chinese side. This aspect of 
the story, disturbing as it may be, is not 
very surprising, given SLORC's record of 
holding on to power by whatever evil and 
brutal means it takes. 

What I find equally scandalous, how- 
ever, is the account of members of UN 
agencies and the US DEA participating in 
so-called drug-burning ceremonies, there- 
by lending credibility to these all-too-ob- 
vious charades. The implications derived 
from this are very disturbing: it could be à 
case of ignorance, poor professional judg- 
ment or even outright complicity on the 
part of certain employees of these UN and 
US agencies. 

Would those UN /US officials responsi- 
ble for overseeing operations in the field 
care to look into this matter and maybe 
comment? 


Honokoso Wont wafer 
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are being held up by the 6 HAN 
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former communists ie WU ur 


entrenched within 
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Fyorodov paralysed and 
discredited, the initial 
enthusiasm of the people 
is giving way to cynicism 
and even to calls for an 





autonomous republic 16 Broadcasting farce (25). 


special efforts were made by the defence 
ministry to accommodate a brief visit by 
the Commander of the US Pacific Fleet 
Adm. Robert Kelly. The US Embassy is 
also puzzled by an instruction from the 
information ministry not to air 
commercials on television promoting 

US products. 


Korea Move 


Seoul's American Chamber of Commerce 
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to ease restrictions on trading with North 


The issue, however, has been heigh 
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executive stationed in Seoul for Cal 
— which owns 50% of a refining 
venture with the Lucky Goldstar gi 
— was censured after the company 
diesel fuel was shipped to North K 
through China. Amcham argues th: 
is unwieldy and impractical, noting 
US businessmen are unable to prev 
their products being exported to thi 
North in, say, a South Korean-built 
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Kuala Lumpur tied to the British 
Aerospace Hawk trainer/light attack 
aircraft as a “lead-in” to future 
acquisition of more combat aircraft. One 
view is that Malaysia may have felt 
obliged to consider the MiG29 after a 
significant Russian presence at the 
Langkawi air show last November. 
Another attraction could be the 
possibility of paying for the Russian 
aircraft through barter deals, notably 
palm oil. The deputy chief of the 
Malaysian air force has already been to 
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A code for the royals 


Umno seeks a deal on role of hereditary rulers 


By Michael Vatikiotis in Kuala Lumpur 


fter a period of comparative calm 

following the 1983 constitutional 

crisis, the country has been galva- 

nised by another duel between 
the Malay political establishment and the 
Malay sultans. In what senior officials of 
the ruling United Malays National Organi- 
sation (Umno) described as a "historic" 
event, a delegation of party leaders met 
seven of Malaysia's nine hereditary rulers 
on 25 February and presented a memoran- 
dum alleging interference by the rulers in 
politics and business. 

The 40-strong delegation from Umno's 
supreme council, led by party vice-presi- 
dent Datuk Seri Anwar Ibrahim, initially 
met the Malaysian king, Sultan Azlan Shah 
of Perak, on 24 February. The following 
day, they met seven of the nine rulers who 
were in Kuala Lumpur for a scheduled rul- 
ers' conference. The sultans of Kedah and 
Kelantan states were absent. 

Among the allegations raised by Umno 
in the memorandum were: alleged pres- 
sure on state-government officials and at- 
tempts to influence their appointment; in- 
volvement in business and gambling; and 
the use of the press to expose their differ- 
ences with certain officials. While it is not 
known if specific cases were raised, sources 


CHINA 


say reference was made to 
the behaviour of Iran's im- 
perial family shortly before 
it was deposed in the 1979 
revolution. 

After the meeting, 
Umno leaders announced 
that the rulers had agreed 
to consider a written code 
governing their conduct to 
be drawn up in consulta- 
tion with the party and ta- 
bled at the next rulers' con- 
ference in June. According 
to a senior Umno official, 
the written code “will spell 
out the relationship be- — .: 
tween them and us." e 

However, the fact that - 






their own to a fiv« 
term as king — ar 
unclear. "We have to 
clear the distinctio 
tween the monarch 
the constitution," 
Umno secretary-ge 
Datuk Mohamed Ral 
But he insisted thi 
not amount to a mc 
prepare Malays for t 
ture replacement « 
monarchy as the he 
state. "The basic idea 
we want to maintain | 
stitution, so unless w 
things right now it w 
come difficult to do 
& the future," he said. 
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some Umno leaders were Anwar: interference claim. Umno claimed 


summoned by the rulers 
during a cabinet meeting on 26 February 
for further consultations indicated, accord- 
ing to informed sources, that the sultans 
were unhappy with the way Umno had 
presented the code proposal to the public. 
An Umno source admitted that during 
their meeting with the rulers party leaders 
were more cautious than they implied in a 
subsequent news conference. 

The long-term implications of the Umno 
meeting with the rulers — who elect one of 


‘Testing the waters 


By Review Correspondents 


China’s decision late last month to legis- 
late sovereignty over the Spratly, Paracel, 
and Diaoyutai island groups has renewed 
the long-simmering disputes with neigh- 
bouring countries. Japan and several 


reiteration of claims and counter-claims 
by the parties concerned. The Chinese law 
by the Standing Committee of the 
National People’s Congress — the coun- 
try’s parliament — affirmed territorial 
sovereignty and explicitly reserved the 
right to use military force in the area. 


— aoa 14. 


move to meet the | 

stemmed from resolutions passed a 
consecutive party assemblies. At th 
vember 1991 assembly, calls were hea 
curbs on the ruling families’ busine 
tivities. “Since the issue was debated 
assembly, we thought it was our res; 
bility to bring it directly to their [th 
ers'] attention,” Mohamed Rahmat s 
Significantly, Prime Minister Datu 
Mahathir Mohamad, who is also | 
president, has maintained a discrec 


contain major oil deposits. Small is 

garrisons of the countries involve 

cupy some of the major islands. 
The Diaoyutai islands in the 


- China Sea lie between Taiwan and C 


wa and are disputed by Japan — 
calls them Senkaku — China and Te 
These islands were placed under L 
ministration after the defeat of Jar 
World War II, but were returned | 
kyo’s control in 1971. 

The Japanese Embassy in Pekin 
lodged a verbal protest to the Cl 
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*€ from these events. Neither he nor his 
uty, Ghafar Baba, joined the Umno 
'gation. 

n fact, Umno officials went to consider- 
' lengths to stress that the memoran- 
a was the product of debate at the 
no assembly. "People speculate that the 
Je thing is being orchestrated by the 
ne minister, but this is not true," said 
named Rahmat. 

4 meeting with the rulers appears to 
e been on the cards for some time, but 
' have been triggered by the worsening 
in Selangor between the state's chief 
ister and his former father-in-law, Sul- 
Salahuddin Abdul Aziz. The sultan is 
to have asked Mahathir personally to 
ar the chief minister, Tan Sri Muham- 
I Haji Muhamad Taib, to take leave af- 
a dispute over land development 
and the national zoo — as well as per- 
4l differences over a divorce settlement 
a the sultan's daughter — led to a pub- 
ow between the two men. 

larder to decide is the extent of 
no's concerns about the rulers’ role in 
ness and alleged interference in poli- 
The latter issue first surfaced in 1983, 
n Mahathir sought popular support to 
t the king's right of assent to legisla- 
. The move sparked off a constitutional 
s which ended in a compromise leav- 
Khe king able only to delay, not veto, 
lation. 
almost a decade later, criticism of the 
rs is apparently coming from increas- 
numbers of the Umno rank-and-file. 
“ical analysts say that with the rise of 
sore economically enfranchised Malay 
dle class under Umno's patronage, a 
wing number of Malay businessmen 

* begun to resent the web of lucrative 
mess interests associated with the royal 
seholds. 

1 this sense, the issue is being projected 


ads effectively." China rejected the 


west. 
he response from Southeast Asia was 
^r cautious. Malaysia, which has ac- 
"y asserted its stand on the Spratlys 
eveloped some of the islands, was 
But Kuala Lumpur officials said 
would —— agn a clarification 
me Chinese law its implications 
Peking. Foreign Minister Datuk 
Pun Badawi said that Malaysia 
to avoid a confrontation 


South China Sea at all costs and 
(d anly ininthy develon with Vietnam 


as less a political matter and more a pro- 
duct of economic competition arising out 
of Umno's push to promote a Malay busi- 
ness community. More specifically, criti- 
cism of the rulers at last year's Umno as- 
sembly focused on those who worked 
closely with Chinese businessmen to gain 
an edge over their Malay counterparts. 

However, according to senior Umno 
sources, these underlying tensions between 
Malays and their traditional rulers have 
clearly been brought to a head by the po- 
litical dimension — notably the apparent 
link between opposition party gains and 
support from certain states' sultans. Signifi- 
cantly, a week before the Umno delegation 
met the rulers, a press re- 
port claimed that a further 
constitutional amendment 
was planned to curb the 
rights of the sultans over 
the appointment of offi- 
cials. If passed, such an 
amendment would deprive 
the rulers of the right to be 
consulted on the appoint- 
ment of state chief minis- 
ters and executive council 
members. 

This was not raised di- 
rectly by Umno with the 
rulers, but a senior party 
official confirmed that the 
alleged political role of the 
sultan of Kelantan in the 
1990 general election — 
which resulted in the loss 
of all 39 state assembly seats to the opposi- 
tion — provided the main impetus to re- 
newed criticism of the rulers. 

Umno regards the loss of Kelantan to 
Parti Islam (Pas) as a grievous blow to its 
prestige, because Kelantan is a Malay 
heartland state. The fact that Tunku 
Razaleigh Hamzah — the head of the 


— in an attempt not to escalate the 
dispute. However, Hanoi's Foreign 

drew attention to the fact that 
the two sides had agreed in November 
1991 to resolve the islands conflict peace- 


fully. 

de Villa, while by Manila's claim 
over eight of the Spratly islands occupied 
by its forces, wanted to "see to it that the 
Spratlys do not become a military flash 
point.” Even Indonesia, which is not a 
Pu the dispute and played honest 


hv hostine hwo semi-official comis 


Renato 





disaffected Umno bloc which campaigned 
against the party under the banner of 
Semangat '46 in coalition with Pas — is 
a prince of the royal house of Kelantan 
may have hardened the Umno leader- 
ship's resolve to clarify, and if necessary 
redefine, the constitutional rights of the sul- 
tans. 

Yet while the debate within Umno 
would suggest there is growing support in 
the party for a reassessment of the powers 
of the rulers under the federal constitution, 
the constitution itself makes it clear — in 
article 38, section 4 — that “no law directly 
affecting the privileges, position, honours 
or dignities of the rulers shall be passed 
without the consent of the 
Conference of Rulers." This 
could explain why Umno 
has opted to have the rul- 
ers assess their own con- 
duct against a written code 
worked out between the 
rulers and the party. 

The code has the advan- 
tage, one Umno source 
said, of helping avoid an- 
other constitutional crisis 
— à factor which may have 
appealed to the rulers and 
of which the present king, 
a former judge, would have 
been well aware. But for 
Umno, this may ultimately 
prove disappointing, be- 
cause, as one analyst 
pointed out, "the code itself 
will only have legitimacy in the Umno as- 
sembly." 

Missing from this sensitive political 
manoeuvring are the views of the rulers 
themselves. However, informed sources 
say some of the rulers are unhappy about 
being criticised as a group for the alleged 
excesses of some of their number. * 


A possible clue to China's unilateral 


force other claimants of the Spratly, 
Paracel and Senkaku ps to pass 
own national laws, c 
subject to international arbitration. 


their 
of which could be 


maintain that China does not 


have the military muscle to forcibly oc- 
muny all the iclande it claime ond ite aff 
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Double-edged sword 





Army unease as officers punished for Timor deaths 


By Adam Schwarz in Jakarta 


n Indonesian military commission 
A has disciplined six senior officers 

and said eight other soldiers would 
be court-martialed for their role in the 
killing of at least 50 youths in East Timor 
on 12 November 1991. While the commis- 
sion’s report is likely to dampen interna- 
tional criticism of Indonesia’s handling of 
the Timor killings, the verdicts have also 
triggered unease among the military. 

In addition, Western diplomats and hu- 
man-rights organisations say they are 
worried by signs that the army is prepar- 
ing to close East Timor to foreign journal- 
ists and tourists as a prelude to a renewed 
military crackdown. 

Army chief of staff Edi Sudrajat an- 
nounced on 27 February that the military 
commission had decided three senior of- 
ficers should be discharged from the armed 
forces (Abri) for their “mistakes and negli- 
gence” in the run-up to the 12 November 
clash. Two other officers are to be perma- 
nently removed from Abri’s line of com- 
mand but will remain on active duty, while 
a sixth officer is to be temporarily removed 
from the line of command. 

Sudrajat did not identify by name 
which officers would be disciplined. 
Sources close to the military, however, said 
it seemed certain that Col. Gatot Purwanto, 
formerly head of intelligence in the East 
Timor command, and Col. Binsar Aruan, 
who commanded the military district 
which includes East Timor's capital Dili, 
would be discharged. 

The sources also said it was likely that 
the third officer discharged was Brig.-Gen. 
Rudolph Warouw, the top military com- 
mander in East Timor. Warouw was 
named East Timor commander in 1989 and 
had been praised by many Timorese for 
following a more conciliatory line than his 
predecessors. Warouw’s direct superior, 
Maj.-Gen. Sintong Panjaiton, is said to be 
the officer temporarily removed from the 
army’s command structure. 

The report by the military commission, 
headed by Maj.-Gen. Faisal Tanjung, criti- 
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in Indonesia under Suharto. However, 
some senior officers are unhappy Suharto 
dictated to the army what steps he believed 
it should take in the wake of the killings. 

Several sources say Suharto rebuffed 
initial efforts by the military commission to 
limit the number of officers receiving ad- 
ministrative sanctions. Abri's leadership 
was particularly unhappy by his insistence 
that Warouw be held responsible for the 
killings. Jakarta’s political establishment 
remains divided over how badly ties be- 
tween Suharto and the military have been 
strained by the Timor issue. 

Publication of the military commission 
report should help Indonesia's interna- 
tional standing, which has been tarnished 
by criticism from many of its top trading 
partners. Foreign Minister Ali Alatas has 
travelled to eight countries in the past five 
weeks to explain Jakarta's policies towards 


PHILIPPINES 


Butcher's 
bill 


By Rigoberto Tiglao in Manila 


: 


The success of President Corazon — 


Aquino's administration in defeating 
seven coup attempts since 1986 and 
dem dn aegris esed donc at bay 
t at a steep a re- 
port issued by the — Am- 
nesty International human-rights 
watchdog charges. 
The report, entitled The Killing Goes 
On and released on 25 February, ac- 
cuses the government of allow- 


ing a “pattern of [extrajudicial] killings 


between 1988 and 1991” by 
the armed forces and its paramilitary 
auxiliaries. Its overall message is that 
human-rights violations under the 
Aquino administration have not abated 
since such abuses attracted wid 


- 


East Timor in an effort to pre-empt fi 
diplomatic action against Indonesia. 

In particular, Alatas has sought su 
to oppose a draft resolution drawn | 
Portugal and sponsored by the EC 1 
may come to a vote in the current « 
of the Geneva-based Human Rights 
mission. The military commission's 1 
has certainly helped Alatas in these e 
diplomats agree. 

But the commission's criticisr 
Warouw's policies will also provide 
port for the more confrontational app 
favoured by his replacement, Brig. 
Theo Syafei. East Timor residents sc 
military presence in Dili has been sul 
tially increased in recent weeks. 

The military in Dili is currently ge; 
up for a planned visit by a Portu 
"peace boat" which will carry som 
Timorese activists, foreign journalist 
observers. Indonesia has barred the 
from entering Indonesian waters, bi 
trip's organisers say the boat inten 
continue its voyage from Australia ir 
March. Syafei said the ship's passe 
would be arrested if they tried to lar 

Indonesia has also reimposed tra 
strictions on Jakarta-based foreign jor 
ists wishing to visit East Timor. 


of the coup attempts [between 1986 a 
late 1990] succeeded in overthrowi 
the civilian government, the gover 
ment increasi conceded to the p 
litical demands of the military." 
Asa said, t 
administration "has reinforc 
the dominance of the military by givi 
it considerable autonomy and freed 
of action in conducting the counter- 


surgency campaign.” 

The report could have political - 
percussions. Presidential candid: 
Fidel Ramos — Aquino's anointed h 
— had been the presidents key m 
tary official since 1986, first as arm 
forces chief of staff and then defer 


Ramos' critics have intermitten 
raised the issue of his accountability | 
human-rights violations during t 
martial-law years. The Amnesty rep 
could extend that criticism to t 


Aquino period. 

Aquino subsequently issued a sta 
ment saying she has asked the cou 
try's Commission on Human Rigl 


(CHR) to investi — 
Hor nafficiale’ kamen iti EACH 
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Juestion of survival 





JP toughens its line on rice imports 





Robert Delfs in Tokyo 


“J acing intense political pressure over 
the Kyowa and Tokyo Sagawa 
Kyubin political funds scandals, the 

ng Liberal Democratic Party (LDP) has 

'ed the government to harden its public 

ace on liberalisation of rice imports, at 

it for its domestic audience. 

The tougher position may not preclude 

mtual acceptance by Japan of a Gatt 

posal under which the existing de facto 
sort ban would be replaced by tariffs. 

the LDP apparently hopes to be able to 
tge the rice issue, at least until after two 

‘ial by-elections in rural areas which are 

aduled to be held in March and possi- 

until after the July elections to the Up- 
House of parliament. 

Fhe government announced its 

sion to exclude rice, starch and 

"y products from the schedule of 

m products for tariffication sub- 

ted to Gatt at a press conference 

»n by Chief Cabinet Secretary 

chi Kato on 26 February. The an- 

ncement followed a meeting of 
or cabinet members including 
me Minister Kiichi Miyazawa, 
sign Minister Michio Watanabe 
Masami Tanabu, head of the 
mistry of Agriculture, Forestry 
Fisheries. 
Inly a week earlier Miyazawa 
Watanabe were still hinting that 
wn would suggest some sort of 
promise on rice tariffication 

»n it submitted its tariff reduc- 

plans to Gatt. Leading lights of 
LDP's dominant Takeshita fac- 
Shin Kanemaru and Ichiro 
"wa have repeatedly stated that Japan 
»t be prepared to accept tariffication as 
orice of access to foreign markets for its 
eufactured goods. There is also a wide- 
ad fear that intransigence on the rice 

2 could lead to Japan being made a 

wegoat for failure of the Uruguay 

end of trade negotiations. 
‘he decision to leave rice off the sche- 
of proposed tariff rates submitted to 


is not irrevocable. France remains the 


pen, or at least not until after the July Up- 
per House elections, which have been 
shaping up as a potential disaster for the 
ruling party. Even without the rice issue, 
the party seems certain to lose a substan- 
tial number of seats in the election, possibly 
enough to force it into a coalition with one 
or more of the smaller opposition parties. 

A nightmare choice for the LDP would 
be between alienating its rural supporters 
in the past few weeks before the Upper 
House election, on the one hand; or further 
antagonising the US during the run-up to 
its November presidential election, where 
Japanese protectionism has already 
emerged as a powerful and divisive issue. 

The government's new stance on rice 
tariffication was announced only a few 
days after the publication of new public 





opinion surveys showing a dramatic drop 
in support for the LDP. 

A Jiji Press poll released on 22 February 
showed public support for the LDP falling 
7.6% to only 31.9% compared to 39.5% a 
month earlier. The same survey showed 
support for Miyazawa falling from 38.1% 
to 25.9%, while those who registered dis- 
approval of the prime minister rose from 
34.5% to 50%. 


The 1! DP's poor sunnort ratines have in- 


could have crucial bearing on the cabinet 
surviving beyond the next few months. 

A negative pointer to the Lpr's chances 
in Miyaga was a decision by the prefec- 
tural chapter of the national federation of 
farm cooperatives (Nokyo) to allow mem- 
bers to vote as they wish in this by-elec- 
tion. This followed a formal decision by its 
youth organisation not to work for LDP 
candidate Nobuo Onodera. 

“The farmers have been continually 
betrayed by the LDP,” Sato Ryoichi, vice- 
chairman of the prefectural Nokyo Youth 
Alliance told Asahi Shimbun. Former agri- 
culture minister Tomio Yamamoto, visit- 
ing Miyagi to campaign for Onodera in the 
last week of February, suddenly skipped a 
meeting with the prefectural Nokyo politi- 
cal affairs council after members criticised 
the government for issuing a gag order to 
conceal plans for liberalising rice imports 
after the election. 

An overwhelming defeat in Miyagi 
would not necessarily mean that Miya- 
zawa would resign immediately. For one 
thing, no creditable LDP candidate is will- 
ing to take over the leadership until the 
election crisis is past. But if the sense that 
Miyazawa is already a lame duck 
solidifies further, the LDP will be 
forced to find a new leader far 
sooner than it wishes. 

Miyazawa's survival chances 
also depend on whether he can in- 
duce the opposition parties to con- 
clude discussions on the 1992 bud- 
get by the 1 April deadline despite 
continuing demands that the debate 
is shelved while parliament probes 
the various scandals surrounding 
the LDP. 

After a nearly two-week opposi- 
tion party boycott of the budget 
hearings, LDP leaders finally per- 
suaded former prime minister 
Zenko Suzuki and former state min- 
ister Jun Shiozaki to testify about his 
ties to bankrupt steel frame manu- 
facturer Kyowa Co. on 25 February. 
Their statements — both belong to 
Miyazawa's faction — did nothing to ease 
the pressure on the prime minister. 

Suzuki, who was not testifying under 
oath, stated that he received ¥10 million 
(US$77,000) in September 1989 from Fumio 
Abe, another former minister and Miya- 
zawa faction member who has been in- 
dicted for accepting Y90 million in bribes 
from Kyowa. Suzuki said he believed that 
Abe gave him the money as thanks for his 
lanesterm sunnort however and wor ve 
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BRIEFING 


Pyongyang exiles 
form anti-Kim front 


> North Korea has finally got its own 
dissident organisation, albeit one based in 
Russia. Called the National Salvation 
Front for Democratic Unification of Korea, 
its central committee has 13 members — 
all exiled members of President Kim Il 
Sung's government, most notably Li Sang 
Jo, his former ambassador to Moscow. 
Others, according to a statement issued by 
the front's office in Tokyo on 28 February, 
include Pak Kap Tong, the North's top 
underground organiser in South Korea 
shortly after 1945, and Yu Song Chol, 
former deputy chief of staff of the North 
Korean armed forces. Launched in late 
January in Moscow, the front's goal is the 
non-violent overthrow of Kim by opening 
contacts with dissidents in Pyongyang. 


Japan makes good 

start against vakuza 

> Osaka police raided more than 100 
offices of the Yamaguchi-gumi, Japan's 
largest yakuza organisation, on 1 March, 
the day Japan's new organised-crime law 
took effect. Sixty-five people were arrested 
and charged with various criminal 
offences. The highest ranking gang 
member arrested was Koji Matsuda, boss 
of the Yamaguchi-gumi-affiliated 
Matsuda-gumi, who is being held on the 
relatively minor charge of operating a 
security company without having notified 
the prefectural public safety commission. 


Tokyo jobs plan 
targets graduates 


> Japanese Prime Minister Kiichi 
Miyazawa announced a proposal to 
reduce the number of University of Tokyo 
(Todai) graduates in elite civil service 
positions by reducing the intake of Todai 
graduates next year. The plan is aimed at 
reducing the excessive emphasis on 
academic achievement in Japanese society. 
As usual, graduates from the prestigious 
Tokyo University dominated 1991's Grade 
I level civil service examinations. Of the 
508 (of 14,836) applicants who passed the 
test, Todai graduates numbered 257, 
Waseda University 60, Kyoto University 
36, Hitotsubashi University 24 and Keio 
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rewritten from 1995 to give greater 
emphasis to the theme of peaceful 
coexistence between the two Koreas, 
education ministry sources announced on 
29 February. Currently, textbooks in the 
South portray the North as being 
aggressive while the North vilifies the 
South as a US colony. The planned 
textbook changes reflect the lowering of 
tension between North and South 
following agreements banning nuclear 
weapons and pledging political 
reconciliation. 


US navy shuts 

door on Filipinos 

»> The US navy says it will stop 
recruiting Filipinos on 31 December. More 
than 34,000 Filipinos enlisted in the US 
navy between 1952 and 1990. A navy 
spokeswoman said the programme would 
cease because the military bases 
agreement with the Philippines will end 
in December and because the US armed 
forces are shrinking in size. Filipinos have 
been the only foreign nationals allowed to 
enlist in the US armed forces without first 
immigrating to the US. The navy was the 
only service they could join. 
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Ship with illegal 


Chinese migrants held 


»> The US coast guard on 25 February 
intercepted the yacht Liberated Lady after 
V omtorod T TS umters off I ng Ancelas 
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from the two vessels were arrested a! 
face criminal charges. 


Manila candidate 
picks running mate 
* Philippine 
presidential candidate 
Miriam Defensor 
Santiago has chosen 
the son of one of the 
country's most 
revered former 
presidents as her 
running mate for the 
position of vice- 
president. Santiago on 
2 March belatedly named businessm: 
Ramon Magsaysay as her partner in | 
11 May election. Magsaysay's father, 
the same name, died in an air crash v 
in office in 1957, Santiago, a former 
agrarian reform secretary, has consist 
led popularity opinion polls for the 
presidency. 





Defensor. 


Nepal royalists 

unite after protests 

> Pro-royalist former officials of Ney 
partyless panchayat system — aband 
two years ago when King Birendra a; 
to give up his absolute powers in the 
of widespread pro-democracy agitatic 
have launched a new party, the Natic 
People's Council, to defend democrac 
nationalism and sovereignty. Ex-pren 
M. P. Koirala — half-brother of Prim 
Minister G. P. Koirala — was elected 
president and ex-premier Kirtinidhi E 
vice-president. The move follows ant 
monarchist demonstrations in Kathm 
in mid-February. 


Arms control talks to 

focus on South Asia 

> Indian Foreign Secretary J. N. Dixi 
visit to Washington on 8 March will 
centre on proposals for a nuclear arm 
control regime in South Asia, followii 
up on discussions held in the region | 
November by US Under-Secretary of 
for International Security Affairs Regi 
Bartholomew. India has said the US 
meeting does not necessarily signal it 
agreement to a five-power conference 
involving India. Pakistan. the US. Ru: 


In 1992 there will be Good Reason for Falling 


in Love with Spain. 


SPANISH TOP MODEL. INES SASTRE 


I INVARIABLY LOVE at first sight. Take the Romans. They 
were so smitten, they stayed for six centuries. The Moors 
lingered even longer. And now the attraction is stronger than 
ever. In 1992, where else in the world can you find the 
Olympic Games, Expo'92 and the Cultural Capital of Europe? 
As if its Catalan charms weren't beguiling enough, Barcelona, 


city of Gaudi, Picasso and Art Nouveau was awarded the 1992 





Games. And Sevilla, first city of Andalucia, also walks the 
















world stage this If that sou a hard act to follow, 


re three more 
| the others £ 


e you look 


into her eyes, 


Barcelona Olympic Games. 
Sevilla Expo ’92. 
Madrid, Cultural Capital of Europe 1992. 
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The Right Balance. 


Resources alone do not determine 
which bank can best meet your 
needs. Financial strength must be 
matched by strength of character. 
At Bank of America, we strive to 
strike the right balance, with global 
financial services delivered by people 
committed to helping you achieve 


your long-term objectives. 


The Golden Gate Bridge, B 


photographed by Morley Baer. Bank of America 


To become a managing director, 
you have to 


start talking like one. 


In today's fiercely competitive So you'll never be at a loss for 








corporate world, the impression your — words, or fresh topics of conversation. 


conversation makes is often But whether the issues are 
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. . Ly i ML STREP? Atn 
as important as the job | * local or global, we look 
you do. To be listened 


to, your words must 


a — 


— at them from an Asian 

perspective. As a result, 
carry weight. Especially 72% of our readers are 
with your superiors Asians from every corner 
and clients. That's where 
reading The Asian Wall 
Street Journal will make 


all the difference. 
The Asian Journal pro- 


of the region. The men 
and women who've 
reached key posi- 
» tions in an in- 
credibly diverse 


vides fresh facts and insights range of professions. 


on regional and world events. Why not take advan- 


Covering everything from tage of our special rates and 


technology, marketing and subscribe now. You'll enjoy 


banking, to world politics and significant savings off the news- 


policy and so much more you stand price. With a little help from 
won't find in your local newspapers The Asian Wall Street Journal you can 
or anywhere else. talk your way to the top. 

BEN UL umm er T E DRY RR re ee OT ee E m E TERT 

I I WANT TO GET TO THE TOP OF THE CIRCULATION LIST. SEND ME THE ASIAN JOURNAL AT UP TO 59% OFF THE NEWSSTAND PRICE | 
i MAIL TO THE ASIAN WALL STREET JOURNAL, GPO BOX 9825, HONG KONG OR PHONE 852 573 7121 | 
l Mae nl Telephone l 
| | 
| Company n d -d- Card No Expires I 
I Delivery Address Signature 
| 

| CHARGE TO MY: OVISA ODINERS OAMEX O MASTERCARD l prefer Done vear [J six months O Check enclosed CJ Bill me later | 
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USTRALI!IA 


;uts and kicks 


eating battles to regain lost support for Labor 


Jacqueline Rees in Canberra 


rime Minister Paul Keating still has 
the jury out on his first set piece 
performance since ousting former 
ame minister Bob Hawke in a bitter Aus- 
tian Labor Party leadership struggle at 
end of last year. Within days of taking 
'r from Hawke, Keating, who had been 
"wke's treasurer for eight years, prom- 
] Australians an economic package that 
uld "kick start" the depressed Austra- 
1 economy. 
At the end of February, he unveiled a 
prisingly traditional statement, relying 
wely on massive job creation through 
'astructure spending and appealing to 
electorate's hip pocket with a reduced 
»s tax on cars and income tax reductions. 
WKeating is battling to show Australians 
m he can turn around the recession over 
Mich he presided as treasurer. His imme- 
Me need is to outdo opposition leader 
wn Hewson, who late last year delivered 
strategy for government in a package 
tled "Fightback." 
Although Fightback embraced an un- 
ular consumption tax, Hewson caught 
imagination of the jaded Australian 


ing was the lowest any leader had had at 
the time of taking office. Australians blame 
him for the recession he once said they 
“had to have.” 

The ruthlessness of Keating's political 
agenda was nowhere more apparent than 
in his use of a visit by Queen Elizabeth II, 
shortly before his package was due to be 
released, to blast Australian ties with Bri- 
tain. In a blatant appeal to the Irish Catholic 
grassroots of the Labor Party, Keating dis- 
tracted attention from his proposed eco- 
nomic panaceas and moved public atten- 
tion to a debate on republicanism versus 
royalty. 

Besides re-establishing credentials 
within his own party, Keating aimed to 
discredit Hewson, his fellow Liberals and 
their Fightback package, as yesterday’s of- 
ferings. He sought to portray the Liberals 
as people clinging emotionally and politi- 
cally to Australia’s colonial past rather than 
leading the nation forward to a new role in 
Asia and the Pacific as he, Keating, would 
do. 

Despite these claims the Keating pack- 
age contained no new initiative designed 
to take Australia into the region. Even so, 
Hewson failed to halt Keating’s personal 


lia’s economic woes lay very much in the 
tradition of Australia’s anglophile forme: 
prime minister Sir Robert Menzies. Keating 
has presented a roads and bridges policy 
designed to appeal to middle Australia ir 
the best of the Menzies traditions. 

Keating announced that his goals wert 
to speed up economic recovery, ensurt 
long-term prosperity and guarantee pro 
tection of Australians in need. 

The measures he chose to do this in 
cluded spending A$2.3 billion (US$1.7 bil 
lion) on capital works over the next 1f 
months. He proposes a national standarc 
gauge rail link from Brisbane, througl 
Sydney, Melbourne and Adelaide to Perth 
a A$602.5 million road upgrading pro 
gramme; and the speeding up of exten 
sions to airport terminals. 

In other areas, he has eased foreign in 
vestment guidelines, promised acceleratec 
depreciation rates, given further majo: 
concessions to allow foreign banks to ope 
rate in Australia and outlined a streamlin 
ing of environmental review processes fo: 
major new developments such as mine 
and pulp mills. 

He offered help for banks to write of 
bad debts incurred when he was treasurer 
undertook to set up a group to sell Aus 
tralian technology, and outlined plans fo 
a single aviation market with New Zea 
land. 

Keating called his package "One Na 
tion." In an effort to undercut the rhetori: 
of Hewson's Fightback, he said: “This i 
the nation I have always thought wi 
should be. It's the nation I think we car 
be." 

He argues that his strategy will, withi 
four years, produce a fiscal surplus, creat 
800,000 jobs and cut three percentag 
points off Australia’s record unemploy 
ment rate (now running at over 10%). 

Australian business greeted the state 
ment with some optimism — the infra 
structure projects are long overdue — bu 
also with caution. Hewson accuratel) 
pointed out that some elements such a 
accelerated depreciation had simply bee) 
taken from the Fightback package whil 
hard issues such as labour market reforn 
had been avoided. 

“But the most important failing of thi 
statement is that it is basically a spendin, 
spree that is not responsibly funded, 
Hewson said. “It threatens to destroy mon 
jobs than it will create.” 

One of the most substantial criticism 
of the Keating package has been of it 


PREGIONAL 





THE 5TH COLUMN 





Learning to live together 


apua New Guinea’s Prime Minis- 

ter Rabbie Namaliu visited Indo- 

nesia in January and ushered in a 

new era in Jakarta-Port Moresby 
relations. However, the bilateral gains are 
unlikely to enhance PNG hopes of joining 
Asean — if it is still as interested in Asean 
membership now as it was in the 1970s 
and 1980s. 

One of the important agreements 
signed during Namaliu's visit is the Status 
of Forces Agreement (SOFA), which pro- 
vides for expanded cooperation in defence 
activities, including joint military training, 
exchanges of personnel and civic missions. 
It also raises the possibility of PNG allow- 
ing Indonesian "hot pursuit" of suspected 
Free Papua Movement — Organisasi 
Papua Merdeka (OPM) — members across 
the common border. 

In the decade after PNG's independence 
in September 1975 the two countries expe- 
rienced tense relations, particularly in re- 
spect of border security. The focus of this 
tension was the separatist OPM. During this 
period, the OPM undertook sporadic op- 
erations in the neighbouring Indonesian 
province of Irian Jaya. 

These activities reached a climax in 
early 1984, when its followers raised the 
OPM flag at Irian Jaya's provincial legisla- 
tive office in Jayapura, and clashed with 
Indonesian soldiers. That event led to 
about 10,000 Irianese crossing over into 
PNG as refugees. Until recently, about 
2,000 refugees were still in PNG resettle- 
ment camps. The flag incident also led to a 
few Indonesian military incursions into 
PNG territory and the expulsion of Indo- 
nesian military attache Col Sebastian Ismail 
from Port Moresby. 

Until the mid-1980s, PNG had chafed 
under the perception that Indonesia was 
treating it as a "little brother," rather than 
as an equal. Namaliu, then PNG foreign 
and trade minister, decided that a change 
was long overdue. On a mission to Jakarta 
in 1984, he protested to his hosts about In- 
donesian violations of PNG territory and 
went as far as to offer advice to Jakarta on 
how to deal with its own citizens in Irian 


By Ikrar Nusa Bhakti 


A change for the better was assured 
when a new generation of leaders led by 
Paias Wingti took over the PNG Govern- 
ment in November 1985. Wingti sought to 
defuse border problems and allowed the 
UN an active role in handling the reha- 
bilitation of Irianese refugees in PNG. The 
Wingti government initiated and signed a 
friendship treaty with Jakarta in October 
1986. 

Indonesia, for its part, realised the need 
for a more balanced relationship with 
PNG. With a view to this, the two govern- 
ments, in cooperation with private institu- 
tions, organised the Indonesia-PNG Dia- 
logue in 1984. Since then five annual dia- 
logue sessions involving government offi- 
cials, scholars and jour- 
nalists have been held, 
the last in 1990. 

The 1986 friendship 
treaty saw a vast im- 
provement in bilateral 
ties, compared to the ten- 
sions of 1975-85. Apart 
from a series of high- 
level visits, the two coun- 
tries agreed once more to 
exchange defence at- 
taches. 





The main thorn in bilateral ties co 
ues to be the activities of the OPM, thi 
the two countries are now better positi: 
to manage such challenges. It is also : 
difficult to boost bilateral trade becau 
a duplication of goods for export. Ni 
theless, Indonesia can export cement, 
ments, automotive or aviation parts 
import sugar and other products | 
PNG and the South Pacific countries. 

But improved ties with Indonesi 
not likely to help PNG's chances of joi 
Asean. The issue of Asean member 
was first raised in the 1970s. The : 
1980s saw a shift in PNG's focus tc 
with the rest of the South Pacific. Ni 
theless, in 1981, Indonesian sponso: 
helped PNG to rais 
status in Asean f 
observer to special 
server. This allo 
PNG to sit in on A 
closed-door meeti 
though it did not pa 
pate in discussions. 

So far, PNG has | 
invited to join tl 
Asean committees — 
food and agricult 
human resources d 


Following the change Namaliu's new era. lopment, and science 
of PNG leadership from | technology. 
Wingti to Namaliu in | PNG can A formal reques 
July 1988, relations be- ES. full PNG membersh 
came even closer with Asean was made al 


the establishment of a 
PNG consulate in Jaya- 
pura in 1989, Indonesia's 
decision to establish a 
consulate in Vanimo, and 
the signing of a new 10- 
year border agreement in 
1990. 

The latest agreement, 
SOFA, will not only in- 
crease bilateral military 
cooperation but also facilitate the solving 
of border security problems. PNG's deci- 
sion to enter into SOFA was influenced, 
among other things, by the realisation that 
Indonesia is not a dangerous neighbour 


serve as a 
|. between 
Asean and the 
South Pacific 


Asean foreign minis 
meeting in Manil; 
June 1986. But, the 
Singapore foreign m 
ter, as chairman of 
Asean Standing C 
mittee, said in 

Moresby in April 

that the organisation 
not keen to increas 
membership. That s 
ment was seen by observers as a fo: 
rejection by Asean, based on the view 
PNG properly belongs to the South Pa 
not Southeast Asia. Indeed, in view c 
unique geographical position, it is prob 








Floriade 1992. The World Horti- 


e 
"I^ one Os 5 Su a | 
A cultural Exhibition. Organised 
gi . only once every 10 years. Now 


covering 200 acres of specially 


'eloped park, garden and orchard land. 

A unique show of flowers, bulbs, plants, trees, 

vetables and fruit. Open to visitors from April 11 to 
ober 11. 1992. near The Hague. 


Floriade travel package 

And to let vou enjoy Floriade to the fullest, KLM has 
designed an attractive three day stop-over package. 
Offering deluxe hotel accommodation in Amsterdam. 
Transfer to the show. Entrance and welcoming drink. 
Plus dinner, a canal cruise and souvenirs. And there is a 
special take-a-break package for passengers transferring 
at Schiphol Airport. 
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Hobbled by old habits 


Former power centres impede Sakhalin reforms 


By Sophie Quinn-Judge in Sakhalin 


ussia's Pacific coast, long sealed off 

from the world by Cold War ten- 

sions, is at last open for business. 
Vladivostok, home of the country's Pacific 
fleet and a cultural and industrial centre of 
615,000 people, finally pulled down the last 
barriers to visitors on 1 January. 

The high hopes once pinned on foreign 
investment and elected governments have 
faded, though. Reformers in two Far East- 
ern centres — the island province of 
Sakhalin and the Maritime Region to the 
south — are not finding it easy to maintain 
momentum or popular enthusiasm for the 
transition to capitalism. And even with 
President Boris Yeltsin's demo- 
cratic government ensconced in 
the Kremlin, the old habits of a 
centralised bureaucracy appear 
to be making the going tougher 
than some optimists had ex- 

ed. 

On Sakhalin, a former penal 
settlement rich in forest, fish 
and energy resources, a reform 
process started by a popular 
democratic movement appears 
to have been hijacked by 
former communists. 

There was probably never 
much of a chance that the 
democratically elected admin- 
istrator, Moscow economics 
lecturer Valentin Fyodorov, 
could dent the power of the old 
structures, parliamentary 
deputy Viktor Kovinko be- 
lieves. But now Fyodorov 
seems to have given up trying. 
Still, there are no alternative 
leaders on the horizon. "Any 
honest man who got elected 
here would either be put in 
prison or they would just go around him," 
Kovinko says. 

An impish, bald-headed man who likes 
to call himself "governor" in pre-revolu- 
tionary style, Fyodorov has never been at a 
loss for words. He promised in 1990 that 








ing, Lyakutin adds. 

But now, barely two years after his elec- 
tion, Kovinko, Lyakutin and other demo- 
crats who helped Fyodorov come to power 
say they have been deceived by a political 
adventurer straight out of the pages of 
Russian fiction. The economic revolution 
he promised has amounted to little more 
than a sell-out to former communists- 
turned-businessmen, opponents charge. 
He never had àn economic programme; he 
has not helped create a legal basis for re- 
form; nor has he brought in any outside 
specialists, except for one deputy. 

Although Fyodorov campaigned on the 
slogan "down with the communists,” 
former party members retain powerful po- 


Pacific fringe 





sitions in his administration, as well as in 
the island's new businesses. Fyodorov has 
not wasted his energy getting rid of re- 
minders of the past, either. Yuzhno-Sakha- 
linsk, the capital on the southern tip of the 
island, is still graced by an imposing statue 


dorov has made at least one trip abro; 
to Malaysia last November — at the 
sortium's expense. 

The governor's answer to his crit 
that almost 1,000 private farm plots 
been handed out to individuals and 
the shops are far better stocked thi 
Moscow, following last year's privatis 
of trade. In one of his recent weekly 
addresses to his electorate, he denied 
nections with any party or trade “m 
* he relies only on direct popular 


But Lyakutin, who does not hid: 
fact that he is campaigning for Fyodo 
removal, sees the record differently. 
privatisation of trade involved the t 
formation of the provincial trade dir 
rate into a joint stock company, whicl 
receives all the food deliveries from 
cow, he says. 

As the company has no competiti: 
was able to raise its prices one-and-< 
times even before most prices were 
in January 1992. The company still enj 
monopoly. Many ordinary families 
been pushed below the po: 
line by recent price rises. 

The private farms w 
Fyodorov shows off to vis 
Lyakutin asserts, are two s 
pieces which have receive: 
lion's share of technical in 
One, named Tunachai, 
extremely generous quota 
salmon and pollack sale 
Japan. Other agricultura 
perts on Sakhalin confirm 
most private farmers are st 
ing from the high cost o 
puts, and that there has bx 
large drop in the numb: 
people wanting to return t 
land. 

But it has been the ur 
trolled export of Sakhalin': 
which has most worried 
dorov's critics. Last sea 
with a bumper catch, pr 
entrepreneurs were abl 
market large quantities or 
of the quota which still go 
the central government. 
kutin charges that expo! 
cence forms were available for sale, 
signed by Fyodorov's deputy. Kov 
complains that Fyodorov has made n 
tempt to impose fines for illegal expo: 

Although neither critic is ready t 
cuse Fyodorov of anything worse than 


" i 
Owns) AVH 





|! Kurile chain are part of his province 
d he regularly lays into the foreign 
nistry in Moscow for what he calls 
"capitulationist position" on their fu- 
e. 

“The islands are ours and will remain 
rs,” Fyodorov told the REVIEW. "Our for- 
n ministry officials are sparrows now. 
Stalin's time they were hawks, in Gor- 
:hov's doves. The people who want to 
'e up the islands are the ones speaking 
ainst me," he charges. "If I am removed, 
can be seen as the yielding of the 
riles." 

This bluster has helped to shore up 
ddorov’s slipping popularity, Kovinko 
"s. “The majority of the population 
se doesn't understand the desire to re- 
n the islands." The return would be a 
avy blow to the island's fishing indus- 
, he says, as their richest fishing grounds 
* in the waters around the southern 
wiles. 

But patriotism is unlikely to be enough 
change the mood of disenchantment that 
s set in here. A young taxi driver 
inmed it up: “Nothing has changed. I’m 
ing to live the way I've always lived. 
2 people from the regional party com- 
“tee were princes and they're going to 
main princes." m 
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Waiting for Moscow 


Vladivostok suffers while the centre dithers 


By Sophie Quinn-Judge i in 1 Vladivostok - 


ladimir Kuznetsov, administrator 

of the Maritime Region, does not 

engage in populist rhetoric or court 
the press like his flamboyant counterpart, 
Valentin Fyodorov, in neighbouring 
Sakhalin. But the outsider from Moscow 
who came to work in a Vladivostok eco- 
nomic institute in 1989 differs from 
Fyodorov in more than just temperament: 
Kuznetsov does have a plan for economic 
revival. 

This plan to develop the Maritime Re- 
gion has metamorphosed into the Greater 
Vladivostok project, with help from UN 
consultants. It would turn coastal districts 
from Posyet on the North Korean border 
to the port of Vostochny into a special eco- 
nomic zone, incorporating the Nakhodka 
zone, in the works for three vears. 

One of the plan's key elements is the 


construction of a direct rail link from 
Posyet port across the border to the Chi- 
nese city of Hungchun. This would cut out 
a lengthy rail loop through North Korea, 
thus eliminating the high fees being de- 
manded by Pyongyang. 

But until Russian President Boris 
Yeltsin signs a special decree to give the 
zone its own tax regime, the plan is dead. 
In order to refill its coffers, the Russian 
Government instituted a package of taxes 
in 1992 which is crippling business, observ- 
ers say. In addition to a standard 32% tax 
on profits, a hefty value-added tax for pro- 
ducers and retailers has been slapped on. 
Income tax for foreign residents now 

ranges up to 60%. An array of new trans- 
port taxes has been introduced as well. 

Kuznetsov is a strong supporter ol 
Yeltsin's economic reforms. But he has lots 
of grievances against "the centre," the 
powerful Moscow bureaucracy which has 
a way of springing back to life and grow- 
ing new appendages to thwart the most 
determined reformers. One of his com- 
plaints is that, in its latest incarnation, the 
bureaucracy is less competent and disci 
plined than in Gorbachov's time. Another 
problem is that he simply lacks the deci- 
sion-making power to run the Maritime 
Region effectively. 

"We have a badly developed system ol 
delegation of power,” he says. "If I contra- 
dict government policy I should be dis 
missed. But I should have the right to de 
cide the future of government enterprises 
and assign cadres.” So far, in answer to his 
request for greater initiative, he has beer 
granted veto power over manpower de 
ployment and the right to borrow money 
on the assets of government enterprises 
But nothing more. 

The state farms are one of the chal- 
lenges to his authority. "They seem to bez 
power unto themselves," Kuznetsov says 
Farm directors, jealous of their position, are 
resisting the distribution of land to would- 
be private farmers. Yet producing more 
food is a priority task, as western Russiz 
has virtually cut off food shipments to the 
Far East. 
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New orders 
to fill 


A quarter of industrial production in 
the Maritime Region used to be des- 
tined for military use. Since 1988, 
though, military orders have been de- 
enterprises are now scrambling to find 
foreign links to help re-profile produc- 
tion lines and keep highly skilled spe- 
cialists employed. This year 1,500 work- 
ers are being let go from one plant in 

the town of Arsenyev, an aircraft pro- 
ducing centre, whose total population 
is only 6,000. 

The Dalzavod Industrial Corp., with 
the largest repair yard in Russia, is 
probably better placed than most mili- 
tary firms to weather the transition to a 
peace-time economy. A vast factory 
town within the city of Vladivostok, its 
workforce is over 10,000 people, even 
after its corps of 2,000 technical 
specialists was cut back by 30% this 


year. 
“Our qualified workers can easily 


serly. “We have been promised larger quo- 
tas for export, but there are still no docu- 
ments,” he explains. The region has had to 
sell badly needed coal to purchase food in 
recent months. 

The excessive central government con- 
trol makes life difficult for the Maritime 
Region. This is what is pushing people to 
demand an autonomous “Far Eastern Re- 
public,” one local official admitted. At the 
popular level, a Vladivostok political acti- 
vist confirmed, the idea is gaining ground. 
“People want Fyodorov of Sakhalin to be 
the president,” he said. 

But Yeltsin’s special representative in 
the region, Valery Butov, sees the separa- 
tist movement mainly as a way for the 
former party nomenklatura to regain author- 
ity. The movement is “hottest,” he says, in 
inland Chita and Khabarovsk, formerly 
party bastions. But these regions cannot 
proclaim autonomy without the Maritime 
Region, where the major ports are. 

With or without their own republic, 
former communist party officials still have 
a residual influence here. They have been 


convert to civilian work,” says Viktor 
Kalinichenko, the s chief en- 
gineer. Half of Dalzavod's workers are 
now involved in civilian production, 
compared to only 10% a few years ago. 
Privatisation is perhaps the most 
complex challenge one-time mili- 
tary plants. But Kalinichenko doubts 
that plants which retain links to the 
E 
Maritime Region, prop- 
erty worth Rbl 3.5 billion (US$39 mil- 
lion) is due to be privatised by the end 
of this year. Russian experts in 
Vladivostok admit that it will be exceed- 
ingly difficult to privatise large enter- 
prises like Dalmoryeprodukti, a mo- 
nopoly supplier of seafood as far west 
as the Urals, with assets valued at Rbl 
800 million. 


Russians lack the savings to cover 


such purchases, so Western investment 
will be essential. Amid increasing 
charges that privatisation in Russia is 
becoming a sell-out to the former 
nomenklatura, at vastly undervalued 





Western consulting firm to vence the 


Kuznetsov believes. "We talk about the 
market, but people miss their usual gua- 
rantees. They don't know how to take their 
fate into their own hands," he says. "Large- 
scale foreign aid could also weaken us. It 
makes people think that they don't need to 
sow and harvest." 

Kuznetsov's frustration is obvious: he 
depends on the support of enlightened re- 
formers in Moscow to get his region of 2.3 
million people moving, yet so far they have 
given him very little to work with. 

The editor of a local business newspa- 
per, Alexander Radushkevich, is blunt in 
his estimate of what democracy has 
achieved here: "Everything is at an em- 
bryonic stage, everything is on paper, at 
the level of discussions, trips to Moscow. 
It's still impossible to rent an office in town 
lor secure] any land to build on." 

Among economic planners here, the 
tendency to look either to Moscow or to 
foreign investors for salvation is on the 
wane. The Posyet-Hungchun rail link, a 
new nuclear power station and other infra- 
structure projects are going to be built 
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Grassroot 
support 


Left to help some 
candidates in local pc 





By Roc Rodney Tasker in Manila 


aving learned a painful lesson 
H its previous election boycotts . 

failed effort to participate in tF 
poll in 1987, the Philippine Left is 
tiously moving into gear for the 11 
national election. 

Although no candidate will be rui 
officially on a leftist ticket at the na! 
level, both the legal and undergrounc 
plan to be involved in the simulta: 
local elections. 

The official line from the outlawec 








(CPP) and its New People's Army 

— is to eschew the coming election 
reactionary, elitist affair which will rr 
lead to a reshuffle of selfish, horse-tri 
individuals. But the movement's le: 
are still smarting over their loss of po 
ground by boycotting earlier elections 
ticularly the 1986 presidential poll v 
led to the ousting of Ferdinand Marc 

The CPP, NPA and the radical leftis! 
Ibrella organisation the National D 
cratic Front (NDF) are now, therefore 
xious not to be viewed as trying to 
Filipinos’ natural desire to vote. “Te 
cally, we are not participating, but wt 
not interfere with the election so as r 
prevent people from voting," an 
source told the REVIEW. 

Rather, it seems the NPA in parti 
will want to adopt something of a F 
Hood role in the election. With an a 
strength still estimated by the govern 
at 15,000, the NPA plans to help pri 
cheating at the polls and to act as a « 
ter-force to any political bias among 
ernment troops. 

According to leftist sources, the N 
also intent on "neutralising" candic 
private armies, which have traditio 
thrown their weight around at ele 
time i in n many areas of the country. 
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CONVERGENCE OF INTEREST RATE 





GERMAN BOND MARKET 


The international financial markets reflect the cross currents in 
monetary policies. Some central banks have to put the brakes on 
inflation, while others have to loosen credit to foster economic 
growth. International interest rates reflect these disparities. 
The world economy presents à 
mixed picture: Some economies are 
in the mature phase of an upswing 
(Japan, Germany), others are still 
mired in recession (UK, Italy), while 
the US is on the threshold of an 
economic revival (this, at least, is 
what most people believe). 

Interest-rate policies are also highly 
diverse. Although the industrial 
countries have been working togeth- 
er ever more closely in the past few 
years, there is at present no consen- 
sus among the central banks regard- 
ing interest rates, as the economic 


would soon relax its stance. But such relaxation is nowhere in sight at 
present. The Bundesbank will stick to its tough monetary policy until 
further notice. Despite the yield advantage of short-term investments 
over ten-vear bonds, investor interest in long-term bonds is growing. If 
we assume, for example, that the 
amount to be invested is DM 
100,000 and the obtainable yield is 8 
per cent (bank bonds), total interest 
income will come to DM 80,000 at 
maturity. A fixed-term investment for 
one year, assuming a yield of 9'/: per 
cent, produces an income of DM 
9,500 by the end of the year, almost a 
fifth more than ten-year return. How- 
ever, if the interest income from the 
short-term investment isto match that 
from the long-term one, the vield in 
the remaining nine vears will have to 
be as high as 78 per cent. 


yield 
D 


situation differs widely in the various 
countries. 

In the United States, the Federal 
Reserve cut the discount rate to its 
lowest level since the mid- 1960s with 
a view to rewing up the US economy 
in time for the Presidential election. 
Germany is at the other end of the 
scale: It has the highest discount rate 
ever, and its economy is still growing, 
though at a slower pace. 

Only two of the G7 countries, the 


The real interest rate showed a rising trend in the past two decades. The real bond 
rate (average bond vield less inflation), which had ranged between 2 and 4 per 
cent in the 1970s, climbed to just over 6 per cent in the 1980s. This benefited 
private investors, who are currently holding over DM 600 billion worth of fixed- 
income securities. The higher real interest rate is a consequence of the tightening 
of the Bundesbank's monetary policy in the past few vears. In the 1973/74 and 
1981 periods of high interest rates the Bundesbank raised the discount rate to 7 
per cent and 7%4 per cent, respectively; now the discount rate is at a record level 
(8 per cent), although the inflation rate is only half as high as it was at that time. 
The real discount rate (discount rate minus inflation) is at 4’ per cent and has 
thus reached an all-time high. It is probably due, above all, to the Bundesbank, 
which tightened the monetary reins at an early stage, that inflation has remained 
comparatively moderate, despite the long period of economic expansion 


This example shows that a longer- 
term investment can be quite attrac- 
tive even if interest rates are inverted, 
particularly since the inversion has 
lasted more than two and a half 
vears. This makes it seem likely that 
the vield curve will return to normal 
in the not-too-distant future (ten- 
vear bonds normally vield some 2 
percentage points more than short- 
term investments), although the pre- 
vious positive spread may not be 


United States and Canada, have a 
positive vield curve. This means that longer-term investments in US and 
Canadian dollars vield more than short-term commitments. Japan has a 
flat vield curve, i. e. short-term and long-term yields are roughly the same. 


Only two exceptions 
With these two exceptions, all the other major industrial countries have a 
negatively sloped, or inverse, vield curve. In these countries, investors 
who commit their capital for longer periods and thus assume a higher 
risk are at a disadvantage compared to the short-term players who keep 
their money in time deposits or buy short-dated paper or securities 
bearing a variable rate of interest (“floaters”). 

The Bundesbank is, in effect, fostering the trend toward short-term 
investment. Concern that inflation could heat up in the late phase of the 
upswing, as it has done in previous cycles, is prompting Frankfurt to 
keep a tight rein on credit, 

Once the all-clear is sounded on interest rates, there could be a 
run on long-term bonds as investors switch from the money 
market to the bond market. Such a run also ensued after 
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restored immediately. 

This would enable the central banks of the leading industrial nations, 

which have been moving in different directions, to fall back into step. But 

such a possibility looks highly remote. Interest rates will continue to 

exhibit wide disparities in 1992. 
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also eroded its ideological base. 

The US withdrawal from its military 
bases in the Philippines, with the last 
troops expected to leave by the end of the 
year, has undermined the Left's political 
offensive against government collaboration 
with US imperialism. 

Yet the outlawed Left is still a force, 
despite President Corazon Aquino's recent 
announcement that its back has been bro- 
ken. A brutal ambush by NPA guerillas in 
southern Surigao del Sur province on 14 
February, in which more than 40 soldiers 
were killed, proved the point. The military 
claims some of those killed were executed, 
and in some cases mutilated, after surren- 
dering. On a human-rights basis it is ques- 
tionable whether the incident was a plus 
or minus for the NPA's public image. 

The NDF source said the underground 
Left would not sponsor any candidate in 
the election, but added ominously that 
those candidates who had "committed 
crimes against the people" would be ex- 
posed. Such candidates included those 
who had been connected with illegal log- 
ging, going against the CPP's proclaimed 
policy of protecting the environment, cor- 
ruption and intimidation. 

The legal Left is more open about its 
election tactics. "We will have to partici- 
pate," said Nelia Sancho, chairman of the 
mass leftist umbrella group Bayan. “We are 
currently going through the records of can- 
didates who have been in office, and re- 
searching those who are running for the 
first time.” 

Former beauty queen Sancho became 
something of a folk heroine in the Philip- 
pines when she was captured as an alleged 
NPA leader in the 1970s. Bayan claims a 
nationwide membership of 2 million mem- 
bers, including activist groups among la- 
bour, farmers, peasants and women, 
though its relations with the underground 
movement are never fully spelled out by 
its leaders. 

In the 1987 congressional elections 
Bayan — which had boycotted the 1986 
poll — actively endorsed candidates as 
part of a leftist Alliance for New Politics 


coalition. But the can - 


dates fared dismally. O 

the seven leftist Backed 
senatorial candidates, only 
one succeeded: Wigberto 
Tanada, a member of the 
Liberal Party who has 
never disclaimed his 
Bayan involvement. Only 








Ramos, Tanada and Enrile: Bayan will not endorse any candidate. 


"We still cannot compete with the party 
machines," Bayan spokesman J. V. Bautista 
told the REVIEW. “This time the strategy 
will be different.” 

In the 11 May election, Bayan and its 
affiliated groups will not be endorsing any 
candidate at the national level though 
Tanada, who is seeking re-election, and 
former justice secretary Silvestre Bello, who 
is also running for the Senate, are consi- 
dered soul brothers. 

In the event, Bayan will actively sup- 
port candidates for local positions such as 
mayor and municipal and district council- 
lor, according to Bautista. While realising 
that presidential and other national candi- 
dates may regard any association with the 
Left as a stigma, particularly in attracting 
funds from the traditionally conservative 
business community, Bayan feels many 
candidates at the local level will welcome 


| such an image. 


"In the national election, being per- 
ceived as associated with the Left appears 
to be a negative factor, but locally it seems 
|to be positive," says Bautista. "At this level 
a candidate can project himself as being 
connected with a group which has mus- 
cle." Enjoying the active backing of leftist 
groups, including armed NPA cadres, could 
also save poorer local candidates election 
expenses, 

Bayan and like-minded 
groups are taking pains at 
the moment not to come 
out openly in support of 
any individual presidential 
candidate. Presidential 
frontrunner Ramon Mitra, 
who helped to negotiate a 
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age- dispensing traditional politic 
Salonga is trying to hold together a | 
which has been fractured partly by a« 
tions of leftist infiltration by defe 
former senator Teofisto Guingona, whi 
crossed to Mitra's party. 

Two other leading presidential cc 
dates, Fidel Ramos and Miriam Defe 
Santiago, are being given a wide | 
by the Left. Ramos, Aquino's anoi 
candidate, is a retired general and foi 
defence secretary and armed forces | 
of staff, who spent much of his ca 
cracking down on the Left. Santiago er 
wide populist appeal because of her 
spoken criticism of official corruption, 
she is regarded by the Left as potent 
too dictatorial and conservative, 
the suspicion that she has tacit 
support. 

One leftist leader who claims he 
been approached by several of the « 
presidential candidates to join their 
tion teams is m Beltran, leader o 
radical Kilusang ) Uno (KMU) t 
union. "They wanted me as an individi 
he told the REVIEW. “Salonga, for inste 
asked me to join his senatorial slate as 
self without the KMU. I told him I coulc 
join without my machine.” 

Beltran said he had even been 
proached by Marcos’ widow, Imeld 
presidential candidate who would ap 
to represent all that the KMU attacks p: 
cally. Paradoxically, however, some le 
leaders say they would welcome a p 
dential victory for former Marcos busi 
crony Eduardo Cojuangco, because 
would present them with an easy poli 
target. 
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MI work and no play 


ram schools keep alive education nightmare 


Louise do Rosario in Tokyo 


' apan's education system has created a 
monster in the shape of the commer- 
cially run juku cram schools, which 

rted out helping students cope with 
ms but have ended up generating more 
npetition and distortions to the coun- 
‘s much-criticised exam-oriented 
ools. 
Jukus have become such a powerful 
ce in Japan that they threaten to keep 
* examination race alive for years to 
me, even though demographic and eco- 
mic factors point to an easing of com- 
titive pressures. Jukus draw their 
ength from manipulating parental and 
dent anxieties, while offering sophisti- 
ed techniques that have elevated exam 
ssing to a fine art. 

In doing so jukus have raised the na- 

^al pass level, made exams more diffi- 

K and thereby ensured more students 

ze to enroll in their courses. They have 

tively created a self-perpetuating cir- 
that serves few interests other than their 
in. 

The situation is like that of a crowd 

#ching a parade, said Katsuuki Satake, a 

su analyst at Nomura Research Institute. 

hen everybody sits in his seat, every- 

* can see the show well. When someone 

ss to stand up, others follow and even- 

lly everyone suffers." 

Mn Tokyo, where exam competition is at 

Kiercest, seven out of 10 children in the 

l6 age range sitting for senior high 

ol exams attend jukus, one report said. 

oss Japan, the proportion of primary 
wool students attending jukus rose from 

5% in 1985 to 44.5% in 1990. The ratio 
secondary school students (seventh to 





ninth grades) rose even more steeply, from 
18.6% to 52.2%, according to Yano Re- 
search Institute, a private think-tank. This 
is despite the fact that the student popula- 
tion of this age group has seen a net drop. 

Among the many undesirable side-ef- 
fects of juku fever are continuously rising 
educational costs and the decline in the role 
of regular schools in shaping a student's 
values. At a deeper level, jukus are seen by 
their critics as indicating a broader malaise 
in Japan's life. For many students, child- 
hood has become a time of stress, while 
learning is reduced to the process of mas- 
tering test-passing techniques. 

Critics say that another harmful effect 
of jukus is that they tie learning opportuni- 
ties with income level, slowly eroding the 
egalitarian base on which Japan's modern 
education system is built. Jukus are expen- 
sive for the average white-collar employee 


Juku escalator 
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earning Y300-500,000 (US$2,322-3,870) a 
month and supporting one or two children. 
With exams becoming more complex, and 
regular school curriculum increasingly di- 
vorced from what is being tested, children 
of families that cannot afford juku are at an 
obvious disadvantage. 

Some argue, however, that the real cul- 
prit is Japanese society's continued obses- 
sion with examination success. Jukus 
merely provide a service to satisfy such 
demands. These observers say jukus fever 
is one of the numerous excesses found in 
Japanese society: other examples include 
loyal white-collar employees who work 
themselves to death for their companies 
and ruthless market expansion by Japanese 
exporters. All of these — jukus, death from 
overwork and obsession with market share 
— show a nation that, when caught up 
with a goal, lacks mechanisms to redress 
imbalances arising from its single-mind- 
edness. 

Demand for the services offered by 
jukus is a relatively new phenomenon. 
While they have existed for years, jukus 
were until recently small-time businesses 
designed to help the small number of stu- 
dents who could not catch up with regular 
lessons. The boom began in the 1980s, 
driven by society's rising expectations for 
better and higher education. 

As more money went into jukus — 
which often yielded double-digit profit 
margins — many small businessmen were 
attracted to the industry. Within a decade 
from 1981 juku earnings tripled from Y780 
billion to Y2.27 trillion according to Yano 
Research. The market is now dominated 
by conglomerates with powerful advertis- 
ing resources. Kumon Kyoiku Kenkyu Kai, 
Japan's biggest juku, for example, began in 
1978 in the quiet western prefecture ol 
Okayama. It now runs a franchise chain of 
93 jukus and is one of the most profitable 
firms in the industry. 

The industry's rapid expansion, how: 
ever, has not been closely supervised by 
any government body. The Ministry ol 
Education does not have any power over 
jukus and does not even mention them ir 
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its yearbook. The Ministry of International 
Trade and Industry, in theory the jukus' 
regulator, is hardly an ideal watchdog as it 
has its hands full with weightier issues 
such as international trade friction. 

The growth of jukus also reflects the 
trend towards smaller families and par- 
ents' ability to spend more on their child- 
ren in an effort to ensure they obtain the 
qualifications essential for good career 
prospects. According to the Management 
and Coordination Agency, the average 
worker household spent nearly Y17,000 a 
month on education in 1990, almost dou- 
ble that of a decade ago. Nominal income, 
meanwhile, only rose by about 50%. 

Another reason for the juku boom is the 
rising number of students seeking higher 
education beyond the compulsory nine 
years. The ratio of senior high school stu- 
dents sitting for university exams rose from 
44-45% in the late 1970s to 50.2% in 1991. 
Those re-sitting exams, having failed at 
earlier attempts, rose from 850,000 in 1985 
to 1.16 million in 1991. At the same time, 
entrants to universities dropped from a 
peak of 27.3% of all applicants in 1976 to 
the current 25%, despite the availability of 
more university places. 

A third factor is the rising popularity of 
private schools — traditionally for children 
from rich and elite families — which have 
the hardest exams and the highest num- 
bers of applicants. As the Japanese middle 
class grows in numbers and wealth, more 
parents want to get their children into this 
small number of prestigious schools. 

As more parents try to get their children 
into brand-name private schools, they push 
academic competition to a new level of in- 
tensity. There are only 63,800 places in 
private primary schools and 202,600 places 
in private junior high schools throughout 
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Juku is an unusual industry that has 


combined unique features of Japanese so- 
with 


flair to grow 
into a ¥2-3 trillion (US$15.5-23.3 billion) 


business. 
Jukus build their reputations by ob- 


taining high examination passes and pro: 


Japan. However, each year they draw sev- 
eral hundreds of thousands of hopeful new 
applicants from Japan’s 15 million students 
under 15 years of age. 

Without intensive training and a de- 
tailed analysis of past examinations held 
by these elite schools, the average student 
would have little chance in passing the en- 
trance tests. “Jukus are like tactical wea- 
pons in an escalating educational arms 
race,” was how one leading educator de- 
scribed the process. 

Another academic, Prof. Ikuo Amano, 
argued that such behaviour had more to 
do with the Japanese love for famous 
brands than with any genuine need. "It's 
just another form of lavish consumption in 
the affluent Japan of today," he said. 

While individuals may be grateful to a 
juku for helping them pass their exams, the 
industry has on the whole reinforced all 
the well-known excesses of the Japanese 
education system, such as the over-empha- 
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are therefore under constant pressure to 

perform, and juku teachers with a proven 
track record are well paid. 

Jukus — which used to be small ven- 
teachers — 


busi- 
ness enterprises since the late 1970s. Their 
rise reflects the demands of a large 
number of baby-boomers seeking to get 
into the right high schools or univer- 
sities. 
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two categories are other 


forms of tutoring, such as private teach- 
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sis on examination success and the p: 
tion of elitism. This is the result not o: 
long hours of study but also of ti 
propaganda. 

Inside a juku, examination slogan 
lists of successful students are seen e 
where. Jukus hold regular mock e 
which closely resemble the real ones, « 
to the stationery used. There are als 
rale-boosting seminars, with juku tea 
speaking in war-like language c 
examination battles. 

Big jukus operate like a superm. 
with hundreds of courses available ti 
dents with varied needs. Custome 
Yoyogi Semi, one of the biggest juku: 
paring students for university, can cl 
from a 140-page catalogue of courses 

Another powerful weapon of juku 
sophisticated ranking system that s 
vides in fine details Japan's complex 
cation hierarchy. Based on data gene 
from mock and public examinations, 
can help students design the best ap 
tion strategy to obtain entry to the sc 
of their choice. 

For example, a Tokyo Gakuen 
student with 50 marks in the juku's 
difficult mock "A" test will have a 
chance to get into the secondary scho 
tached to the prestigious Keio Unive 
A female student taking the easier : 
"B" test will need 68 marks. Thes 
based on computer data which stu 
cannot obtain elsewhere. 

The jukus' innovative informatior 
vices have encouraged students to g 
the more difficult exams and to app 
more schools or universities. One ur 
sity professor notes that students tod: 
average apply to five to 10 univers 
twice the number a decade ago. 

With so many tests to prepare foi 


under 15 years old. Such jukus acc 
for 80% of the industry's sales. 
Kumon Kyoiku Kenkyu Kai - 
Education Research Association — i 
top shingaku juku and reported a 
turnover of Y40.8 billion in 1991 
declared profits of Y5.73 billion, accor 
to Yano Research Institute. It ha 
branches, 350 classrooms and XX 
regular students throughout Japar 
— rival is only one third o 


Yobiko, or schools, ar 
the estimated 800-900,000 students si 
entrance exams. Another n 
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r many students has been reduced to a 
nstant "examination hell,” an apt de- 
ription that captures the declining qua- 
y of life of Japanese youngsters. Students 

Japan already spend more hours at 
hool than children elsewhere. Another 
e or two hours a day after school in 
«us mean children are left with little time 

play with friends or to communicate 
th their parents. “Juku children may be 
od at paper tests, but not at sports or at 
ixing with their classmates," notes 
sshiyuki Hatanaka, a primary school 
acher. 

“Children today are like robots,” com- 
ained one housewife, “when they come 
ick from school and juku after a long day, 
» only thing they want to do is to play 
mes on the computer." 

In 1987, a high-powered committee 

education reform admitted that jukus 
«ert an evil influence on their [children’s] 
and growth, physically and mentally.” 
spite such criticism, nothing much has 
en done since then. 

Jukus also make students less interested 
regular schools. As jukus often use ma- 
ials that are one year ahead of the school 
rriculum, brighter students feel regular 
ssses are boring and too slow. Also, many 
mdents feel jukus are more important 
mn schools, which still place more stress 

all-round individual development. 

While many in Japan are aware of the 

u malaise, few put the blame on the in- 
sstry itself. The Japan Teachers’ Union, 

influential and radical voice in educa- 
n, says jukus are the result of the gov- 
mment's deliberate promotion of elitist 
sucation and the current competitive 
“amination system. As long as this system 
@nains unaltered, it argues, jukus in their 
"sent form will persist. " 


are quarterly seminars on general 
and mock exams. These 
attract up to 2 million students an- 
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Race for 
kindergartens 


oung children in Japan are becom- 
Y ing as busy as white-collar salary- 
men even before they join primary 
school, thanks to the popularity of pre- 
school jukus. Running such a busy sched- 
ule for the child is a full-time job for the 
mother. 
Behind such frantic preoccupation with 
learning at an age as low as two to three 
years, is parents' strong desire to get their 


children into so-called “escalator” primary | 


schools and kindergartens. These presti- 
gious institutions, standing at the peak of 
the 15,076 kindergartens and 24,827 pri- 
mary schools in Japan, are usually affiliated 
with elite secondary schools and national 
universities. The number of students they 
accept each year is tiny — about 20,000, 
according to one estimate — but anxious 
parents are not easily discouraged. 

Once a child is admitted at the bottom 
of the academic escalator, he can expect to 
go right through to university without fac- 
ing major examinations. For parents an- 
xious to give their children a head-start, 
this first step is crucial. 

"The paradox," notes Prof. Ikuo Amano 
of Tokyo University, "is that when every 
parent fights to get his child onto the es- 
calator, the competition gets tougher and 
it defeats the original purpose of trying to 
make it easier for the child." Competition 
for places at some prestigious kindergar- 
tens is now so intense that there are be- 


these stocks, finds that the five jukus en- 


joyed a recurring profit rate of 23.1% last 
year, far better than the negative growth 
most big companies recorded during the 
same - 

The good times, however, may not last 
much longer as Japan's student popula- 
tion is expected to shrink in the coming 
decades. 

In anticipation of the reduction in their 
customer base, jukus are competing for 
market share through the use of such 


grew technologies as satellite broadcasting and 
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tutoring by facsimile. A few, like Gak- 


kyusha, have set up jukus abroad for 
averceac Tananeco Ac tho indem ha. 





TARA HOTEL 
BANGKOK 


provides 
executive 
travellers 
with 
sustenance 
and 
substance 


As one of Asia's leading hotels, 
Tara Hotel Bangkok 
understands that the frequent 
business traveller needs to keep 
in touch with what’s going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 
on Asia. The 
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tween five to 10 times more applicants than 
there are seats available. 

The mother of the family, entrusted 
with the task of getting the child onto the 
escalator while the father concentrates on 
earning money, needs the professional help 
of a juku to cope with the increasingly dif- 
ficult tests. She is also likely to send her 
child to keikogoto, cultural lessons which 
were once reserved for girls keen to en- 
hance their eligibility for marriage but are 
now widespread among young children. 

Jukus for young children are expensive. 
Tokyo Gakuen, a Tokyo-based juku which 
claims to have got nearly 1,000 of its young 
customers into "first-class" kindergartens 
and primary schools last year, charges 
¥3,000 (US$23) for assessing the intelligence 
of a child. If admitted, there is a Y50,000 
entry fee, plus Y35,000 monthly for seven 
sessions of 75 minutes each. Videos, in- 
struction manuals for parents and other 
teaching aids, cost several tens of thou- 
sands of yen more. According to the To- 
kyo-based Yano Research Institute, the 
juku market for under fives has grown 
from almost nothing a decade ago to al- 
most ¥80 billion. 

Last year, Tokyo Gakuen had 170 two- 
year-old customers, compared to 100 two 
years ago. Toddlers who barely know how 
to walk have first to sit an entrance exami- 
nation to grade them from A to E. They 
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Slo 

with slogans 

On a bright Sunday morning, hundreds 
of teenagers commute for up to one hour 
to Yoyogi, central Tokyo, to attend 
Yoyogi Semi, one of Japan’s most famous 
cram schools. 

It was close to the New Year holidays 
when even the most hardworking 
Japanese take a break from work. Not so 
students attending Yoyogi Semi — a 
Japanese adaptation of the word “semi- 
nar” — who signed up for “winter spe- 
cial training.” This consists of intensive 
four or five-week courses intended to 
prepare them for university or senior 
high school entrance exams in the spring. 

In their classrooms, Yoyogi Semi stu- 
dents are busy scribbling notes as a 
&asakas 5 «2 o molamaslecaes to oxnlais ^ 


then join eight to 10 other children of the 
same level for juku classes of up to several 
hours a day. 

Although such pre-kindergarten jukus 
may seem to be lively lessons mixed with 
games, they, in fact, follow a carefully 
structured curriculum designed to meet the 
demands of entry examinations of specific 
kindergartens. The programme anticipates 
all kinds of tricky questions that a de- 
manding examiner will ask. If the child 
fails to enter an escalator kindergarten de- 
spite the juku drilling, parents may make 





Tokyo school: cramming is a way of life. 


In addition to sloganeering, standard 
courses are often given snappy titles, 
such as: "Candy Rock grammar 
lectures],” "Mathematics: Touch Down" 
and "Coping with Classics: Go! Go! Go!" 

The juku conglomerate manages its 
27 branches scattered across Japan from 
its Yoyogi district base. Despite its size, 
however, it has local rivals — mainly 
smaller jukus specialising in such sub- 
jects as English, music and accounting. 
The jukus' economic impact on the dis- 
trict is evident by the number of book 
stores crammed with exam-related tomes 
and stationery, opticians and fast-food 
and noodle shops filled with youngsters 
busily studying while they eat. 

Set up in 1957, Yoyogi Semi was one 
of the scores of cram schools that cashed 
in on the 1980s juku boom. It has since 
grown into a huge enterprise with an 
annual sales turnover of Y37 billion 
(US$287 million). With a staff of over 
2,000, Yoyogi Semi has an organisational 
——— as elaborate as any other 


— 


ISNOH 49015 3HL'H3AON NISOH 


another attempt at escalator pri 
schools and there will be an even 1 
time. 

Can the child pass the exam wi 
such intense training? Apparently 
judging by the increasingly and | 
range of knowledge tested by famou 
mary schools. A teacher at Gyosei Pri 
School, which selected 90 grade-on« 
dents from over 1,000 applicants last 
admitted that the school has had to 
the exam's level of difficulty, orig: 
meant for a five-year-old, to that of 
and-a-half-year-old because the nu 
and standard of applicants keep on r 
Parents are tested on the quality of 
home education. Here, the juku's p 
sional advice comes in handy for pe 
too. 

Parents go to great lengths to pn 
the child for exams that test encyclop 
details. Yokio Sanseki, a 37-yea 
mother who writes books on kyoiku r 
is an extreme case. When her daughte 
three, she started putting big toy glot 
each room of her apartment to stim 
her child to raise questions abou 
world. Her husband, meanwhile, 1 
newspapers to their seven- and nine- 
old sons, every morning, and eve 
With such a strict daily routine, the Sa 
children probably know little abou 
joys of childhood. m Louise do Rc 


mission of the lessons held in Tokyo c 
screens. 

Yoyogi Semi claims it has 82,000 st 
dents taking its full-length courses ar 
another 250,000 who take one or tw 
courses. Yoyogi Semi's pride, howeve 
is its annual mock exams, which a 
tracted 3 million participants last year. | 
its much-celebrated annual mock te 
held shortly before the university e 
trance exams, Yoyogi Semi put 290,9t 
students through their paces — or ov 
half the 430,341 who later took the re 
test. Based on the results of such a hug 
exercise, Yoyogi Semi computers can a: 
sess the overall standard of the studen 
with remarkable accuracy. 

Despite its success, Yoyogi Semi h: 
to confront the decline in Japan's stude: 
population in the coming decades. It he 
already diversified into other areas, suc 
as counselling services for student 
wanting to study overseas. 

However, Yoyogi Semi's vice-pres 
dent Yasuaki Takemura said: “We ar 
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Jistorted signal 


olitics shape debate on government broadcasting 





Stacy Mosher in Hongkong 





)j rivatisation of Radio Television 
Hong Kong (RTHK) has become 
. (another casualty of the Sino-British 
int Accord on the colony's new airport, 
nich gives Peking a direct say on matters 
recting the transition to Chinese sove- 
gnty in 1997, 
Chinese officials say privatisation of the 
vernment's broadcasting department 
yuld deprive the rulers of the post-1997 
ecial administrative region (SAR) of a 
acial means of disseminating official 
sormation. But the latest ambush of a 
ogkong Government plan may have as 
ich to do with RTHK's labour relations as 
Kh Peking's attempts to influence the 
ministration of the colony. There is 
»wing suspicion that the 
engkong Government may be 
Äng China's intervention to 
"ssure RTHK staff into accept- 
» inferior pay and conditions. 
The privatisation of RTHK is 
wdly a new issue. The gov- 
nent decided in 1985 to 
ake RTHK an independent and 
M-financing broadcaster. But 
1987 Hongkong's policy- 
mking Executive Council ap- 
»ved a compromise arrange- 
»nt under which RTHK would 
run by an independent 
ard while retaining govern- 
»nt funding. Although RTHK 
mff favoured greater inde- 
mndence, they accepted the 
npromise which would allow them to 
ain civil service benefits and pensions. 
However, in July 1989 — shortly after 
» violent crackdown on pro-democracy 
"monstrators in Peking — the govern- 
»nt decided to make RTHK entirely inde- 
ident by 1992. Despite this decision, the 
wwernment waited until early last year to 
we a consultant to work out pay and 
iditions in a privatised RTHK. 
RTHK staff soon learnt that the con- 
tant’s recommended terms were far 
erior to those they currently enjoy. An 


An RTHK forum discussing press freedom. 


the British team tabled the RTHK privatisa- 
tion for future discussion in the Sino-British 
Joint Liaison Group (JLG). Government of- 
ficials also hinted privately that they ex- 
pected the Chinese to object. 

Within a month, RTHK staff began 
hearing from "well connected" sources 
that Peking disapproved of the privatisa- 
tion. By mid-February, China's objections 
were being openly expressed in local pro- 
Peking newspaper editorials, and were 
later echoed by four Chinese officials. 

The British Government was accused of 
following its "tradition" in other colonies 
of privatising official media so they could 
continue to serve British interests under a 
post-colonial administration. Pro-Peking 
newspaper editorials cited specific exam- 
ples of what it considered RTHK's attempts 





to undermine Chinese authority in Hong- 
kong, including "favourable" coverage of 
the United Democrats of Hongkong — a 
group considered subversive by Peking. 

A recent statement by Secretary of Con- 
stitutional Affairs Michael Sze that the 
RTHK issue was a matter for the Hongkong 
Government to decide was also attacked 
by pro-Peking newspapers. They claimed 
this view was tantamount to giving the 
Hongkong authorities precedence over the 
British and Chinese governments. 

The editorials further claimed that the 


sponsible for Hongkong, Lord Caithness, 
was expected to discuss the issue with the 
director of the local branch of the New 
China News Agency, Zhou Nan, in early 
March. The issue is also on the agenda o! 
the JLG meeting later this month. 

The timing of the government's initia: 
tives on the long-delayed privatisatior 
raised suspicions among some RTHK stafi 
that pressure from China is being appliec 
to make them accept the new terms in re 
turn for independent status. It is notabk 
that the corporatisation of public housing 
and medical services under the Housing 
Authority and the Hospital Authority have 
not been presented for Peking's approval. 

Another possibility is that the Hong 
kong Government is aiding Peking by 
offering RTHK staff such inferior terms tha 
they will be more amenable to becoming 
mouthpiece for the future SAR government 
Some staff have already expressed relie 
that Peking's disapproval will allow then 
to remain civil servants. 

In the midst of the RTHK controversy 
Hongkong's Chief Secretary Sir Davi 
Ford announced that the colonial govern 
ment will bring local application of Bri 
tain's Official Secrets Act (OSA 
in line with revisions passed i) 
London in 1989. His statemen 
received mixed reviews fron 
local human-rights groups 
who noted that while Britain’ 
revised OSA removed restric 
tions on routine official infor 
mation it strengthened enforce 
ment on breeches of more ser 
sitive material. 

Speaking during a Legislé 
tive Council debate on 26 Fet 
ruary, Ford also ruled out re 
peal of legislation that contr 
vened guarantees of press fre 
dom in Hongkong's Bill ¢ 
Rights — including strict cor 
trols on television program 
ming. Ford also refused to consider a fre 
dom of information act for Hongkon; 
saying he was not convinced such legis 
tion would result in more accountab 
government. He said other countries ha 
experienced substantial administrati 
costs, and a reluctance of officials to frank 
set down views and advice, as a result : 
implementing freedom of information act 

Ford's objections were attacked a fe 
days later during a public forum on fre 
dom of information organised by RTHK ar 
human-rights groups, who cited exampl 
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Traveller s Tales 


was recently assured that walking 
around in Kuala Lumpur is more 
pleasant than it used to be. Instead of 
miles of covered five-foot-ways 
fronting shophouses, we now have tower 
blocks surrounded by multi-coloured tile- 
paved aprons, as surely as we have Ken- 
tucky Fried Chicken, karaoke and traffic 
jams. 
But while the new pavements may save 
a pedestrian from tripping on root-buckled 
paving stones or tumbling into open storm 
drains, they give no protection in sudden 
downpours as those covered ways did — 
and then lead one kindly to a coffee shop. 

KL's growth has become a burgeoning 
bore: the subject now neither amazes nor 
amuses. The rash of condominiums which 
became fashionable a couple of years ago 
prompted the cartoonist-oracle Lat to pro- 
nounce it Kondo Lumpur. 

This city of proliferating discos, pubs 
and elaborate watering holes is now, 
however, into something less concrete. A 
veneer of Big City culture has peeked 
through as an official interest in theatre has 
surfaced. 

Local painters have thrived on patron- 
age from pre-Merdeka days; writers have 
their publishers; musicians are making big 
money and big names; but the government 
— which has been talking "national thea- 
tre" for two decades — is only now, at last, 
putting up a bit of money. For one-act 
plays it is M$50,000 (US$19,230) in cash 
plus rent-free auditoriums, production 
crews, use of performers from the Ministry 
of Culture, posters and programmes. 

Not spectacular, perhaps, but enough 
to generate four new playlets last year — 
with another six already commissioned 
this year. Selected writers only have to 
submit synopses, and the money's there. 

But this largesse does 
not represent an official 
carte blanche for aspiring 
playwrights. Both last 
year's crop of plays, and 
this year's so far, had to 
be comedies. Are come- 
dies safer bets in the 
hands of independent 

aes 





Meanwhile, the 
ministry chiefs have 
scoured the world 
for models to build 
a theatre arts centre. 
But unless the thea- 
tre complex is care- 
fully sited, much of 
its potential audi- 
ence may get no 
nearer to the open- 
ing curtain than one 
of KL's increasingly 
loud and noxious traffic jams. 

This thought came after seeing a drama 
by a leading local dancer, Azanin Ezane 
Ahmad, who has taken her shows to major 
world cities. Using the traditional Mak 
Yong dance form, her original story Keris 
was about the legendary weapon, the fa- 
mous Taming Sari, which according to 
tradition was forged from a meteorite in 
Java's old Majapahit kingdom. 

Later a part of the Malacca regalia, it 
was spirited away by the Sultan Mahmud 
when his city fell to the Portuguese in 1511. 
Eventually it reached Perak, in the hands 
of his son Mudzaffar Shah, who founded a 
new kingdom — the home state of the 
present Malaysian king, Sultan Azlan Shah. 

The show featured musicians from 
Kelantan, the oldest of whom, Ghani 
Jambol, led the traditional orchestra for 
Azanin. Ghani seemed happy to perform, 
though KL has no allure for him. He re- 
turned immediately to his village to carry 
on as dalang (puppeteer) of the shadow 
theatre known as Wayang Kulit Siam, spe- 
cialising in tales from the Ramayana — still 
popular despite the ravages of television. 

Ghani's fellow musician, Raja Hussin, 
a dalang of the Wayang Kulit Jawa 
school, is a dying breed — there are only 
four pieces left in his rep- 
ertoire based on the 
Mahabharata. The young 
musicians he is training 
are uncertain about tak- 
ing it seriously. 

Keris’ | production 
manager, Prof. Shahril 
Talib (Azanin's husband) 
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night, seemed oblivious to what toc 
theatregoers' basic needs might be to € 
even officially blessed offerings. There 
not a coffee shop in sight — in a 
known for its eateries — to pause f 
moment after the curtain. 


In his tribute to Malaysia's "petite" sin 
sensation Sudirman Arshad, New St 
Times columnist Mazlan Nordin called 
“our Peter Pan.” There was indeed 

about the death of this exuberant sir 
The sprite-like Sudir who enthralled a 
ences at home and abroad for more th 
decade had been ill since last July, 

finally succumbed to pneumonia or 
February at the age of 37. 

The West has become used to lo 
idols such as Freddie Mercury to dis 
rather than to more traditional scou 
like hard drugs and fast bikes. The | 
too, may have to learn to accept 
trauma of our times. A couple of years 
Singapore lost one of its stars, the 
nowned choreographer and dancer ( 
Choo San. Now Malaysia has lost a 
vourite son. 

A lawyer by training and an enterta 
by choice, the diminutive star displaye 
wide talent. Apart from being a vers 
showman who did not repeat his rout 
(for his multiracial audience which : 
quite as demanding as he was innovat 
he sang in Chinese and Tamil), he ; 
wrote a column in a local newspaper, . 
did a couple of movie scripts. An as 
businessman, he broke into the soft-dri 
market with his beverage called Sudi. “ 
Peter Pan" will not grow up (or old) in 


The Innovation of 
Combined Technologies 


The advancement of modern technology is a team effort. 
And Asahi Glass Company has been contributing to this important process for over eighty years. 

Most people know us only as the world’s leading manufacturer of flat glass, automotive glass 
and glass bulbs. But throughout the years, we've been anticipating future needs and 
expanding into new and diverse technologies. And today, with many specialists working 
in the fields of electronics, new ceramics, fine chemicals, biotechnology and advanced glass, 

Asahi Glass is much more than just a glassmaker. 

By integrating the many areas of our expertise, we are pioneering new materials and processes— 
often before they are needed—helping to promote more rewarding and productive living. With our 
comprehensive international network of branch offices, subsidiaries and affiliates, Asahi Glass is 
danlavina ^ambhined teehnalaoiec far innovation leadino to the hreakthrouiehs of tomorrow 
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Peppers sans passports 


Thank Columbus for the movable feast 


Christopher Columbus has 
yet to be enshrined as a 
Kitchen God in Sichuan 
province. But his failure to 
find pepper in the New 
World he stumbled upon set 
off a complex chain of events that resulted, 
a short century later, in Mexican chilies 
burning the tongues of landlocked Chinese 
dining on eggplant in garlic sauce. 

In Winy We Eat What We Eat, Raymond 
Sokolov, food critic for Natural History 
magazine and leisure and arts editor of the 
Wall Street Journal, details the revolution- 
ary nature of the international traffic in 
foodstuffs and tastes that 16th-century 
Spanish colonisers initiated in places like 
Mexico, the Philippines and Puerto Rico, 
where Sokolov encountered "the most 
complex tangle of culinary influence and 
geography in the world." 

In the next century, trading barques 
transported seeds of the inanimate heroes 
of Sokolov's tale — tomatoes, potatoes, 
chilies, chocolate and maize — to Europe, 
where they quickly went native. And when 
chilies reached Sichuan in western China 
in the 16th century, he says, they redefined 
the nature of oriental picante, although 
numbing, native Chinese flower pepper 
(huajiao or fagara) and brisk, black “barbar- 
ian pepper" imported from Indonesia as 
early as the Han or Tang dynasty had long 
inflamed Chinese dishes. A millennium 


later, Japanese culinary minimalism in- 
eniro Grench chafe in the 107M. ta lav eit 








Why We Eat What We Eat by Raymond 
Sokolov. Summit Books, New York. US$22. 
The Gunpowder Gardens by Jason Goodwin. 
Chatto & Windus, London. £14.95 (US$27). 
Emporia, Commodities and Entrepreneurs in 
Asian Maritime Trade, C. 1400-1750 edited 
by Roderich Ptak and Dietmar Rothermund. 
Franz Steiner Verlag, Stuttgart. No price 
given. 


dishes. Oddly enough he mentions the 
kiwi fruit several times, apparently oblivi- 
ous to the fact that the Chinese gooseberry 
was named after a slow-moving New Zea- 
land bird as part of a public-relations stunt. 
Lists exhausted, he muses on bigger ques- 
tions: What is Chinese cuisine? And when 
did French cuisine become French? A lib- 
eral in the kitchen, he reveres the classics 
while encouraging experimentation, even 
if it turns out pickles and ice cream. Worry 
not: one of his premises is that "old cui- 
sines never die, they add new dishes and 
ingredients to old recipes and slough off 
the losers, the evolutionary dead ends." 
Later, confronted with 
the grotesque heterogeneity 
displayed in some new 
wave restaurants, he attains 
enlightenment at a lecture 
on deconstruction: nouvelle 
cuisine, both syntactically 
and on the plate, is meta- 
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export and wax faddish about. 

Tea is a perfect subject for gas 
ethnogeography, less so for soul-searcl 
In his mid-20s, Jason Goodwin set ou 
an Asian wanderjahr with a contrac 
write a tea book. His madeleines are 
Chinese and Indian tea caddies his gri 
mothers acquired through colonial 
dence in those countries. At times Gi 
win takes pleasure in his quest, thoug! 
is rarely at ease in the company of o 
professional teamen. 

The Gunpowder Gardens is a mixed b 
that begins with a summer trip to Fk 
kong and South China, where Good 
paints his way out of his unfamiliarity \ 
the language and the odd ways of 
people (who all speak pidgin) in the r 
cynical colours. But his historical narre 
of opium and tea in Canton is exqu 
and has the makings of a fine book. 

In China, now a minor player in 
world tea trade, Goodwin communes \ 
a few tentative disciples of Lu Yu, the ( 
of Tea, but his search is misguided an 
informed. On Gulangyu island near 
men (Amoy), where 
grandfather worked 
Standard Oil, he encoun 
one of the many Chit 
bureaucrats who disc 
age him from seeking 
elusive leaf. In India, Gc 
win is less at home on 
platforms than in ari 
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The highly meticulous scholarship of 
iental trade tracks the movements over 
1d and sea routes not only of tea and 
getables, but of tortoise-shell, cowry, 
nison and deer-skins, bird's nests, sugar 
d zinc (as ballast), salt and opium. 
iporia, Commodities and Entrepreneurs in 
ian Maritime Trade, C. 1400-1750 consists 
23 chapters by "historians [who] have 
en ‘left in the lurch by the economists 
d led astray by Karl Polanyi’ when 
oving from the abstract market of eco- 
mic theory to the actual markets of 
story.” 

The papers reflect two schools of 
ought about the trade: one that empha- 
es “the strength and resilience of Asian 
cieties in the age of European penetra- 
n"; and another that views Asia as 
arginal in the development of world 
pitalism before the 19th century. 
Swallows' nests provide an intriguing 
xlel. The Javanese actively harvested 
id processed them, but rarely ate them 
e Dutch saw them as a tool of political 
anipulation and a finan- 
| resource. The Vietnam- 
^ court and elite con- 
med the nests but ex- 
rted most of their harvest 
China. To the Chinese, 
Yo controlled most of the 
sernational trade in these 
"stallisations of avian sa- 
sa, they were a substitute 
' cash and, as today, a 
xury commodity, pre- 
sus tonic, aphrodisiac and 
mortality-conferring 
ug. Small wonder so 
any sailed the ocean blue 
put them on their tables. 

m Don Cohn 





hhobi's lunch 


se and Food in Bengal by Chitrita Banerji. 
*idenfeld and Nicolson, London. £14.95 
*5$27.20). 


Opinions of Bengal are as contradictory 
the land itself. A l4th-century writer 
scribed it as "a hell full of good things," 
it the Emperor Aurangzeb considered it 
» “Paradise of Nations." Artificially di- 
Med by the frontier between India and 
wngladesh, naturally cut by the in- 
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particularly devout Hin- 
dus are still vegetarians, 
and Muslims enjoy meat. 
But what is extraordinary 
are the vast differences be- 
tween the ways in which 
the various ethnic and re- 
ligious groups prepare the 
same basic ingredients. 
Chitrita Banerji, born in 
West Bengal but having 
lived in Bangladesh, has 
experienced many of 
them 

Like the Cantonese of 
the Pearl River delta, the 
Bengali will find out if 
somebody has had a meal 
by asking if he has taken 
rice. But though Cantonese cuisine has 
travelled widely, restaurants, even in Ben- 
gal itself, seldom serve local food. As 
Banerji points out, “the real food of Bengal, 
whether Hindu or Muslim, East or West, 
is not easy to reproduce on a mass scale, 
nor does it maintain its 
nuanced flavours after re- 
peated heating or long 
hours in storage." 

But even if you are in- 
vited into a Bengali home 
you may not get to sample 
the basic everyday fare. 
"Partly it is the fault of the 
Bengali himself, for he can- 
not bring himself to serve, 
much less flaunt, some of 
the simplest things which 
are also the best he has de- 
vised over time." This is a 
shame, for from these lov- 
ing descriptions and care- 
fully collected recipes it is 
clear that Bengali food can 
be quite exquisite. The worst problem at- 
tached to reading this book is that your 
mouth is literally watering much of the 
time. 

As a way of introducing both the food 
and culture of West Bengal, Banerji invents 
a middle-class Calcutta household, de- 
scribing the domestic routines and tech- 
niques of food preparation as they appear 
to Chhobi, the young daughter. Taking a 
child's viewpoint makes it easy to include 
explanations of many customs, religious 
practices and superstitions, as the family 
gets ready for one of the festive occasions 
for which there is no set season. They are 


celebrating Chhobi's cousin's annaprasan, 
serhan than ald hahe: 
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Between these two fic- 
tional episodes the author 
takes us through the Ben: 
gali year and its festivals 
introducing the various 
delicacies of field and river 
that appear on the table 
with the passing of the six 
seasons. But this is nc 
mere calendar; anecdote: 
abound, and friends (anc 
cooks) are warmly re: 
membered. Some of theii 
recipes are there too, writ 
ten in the same flowing 
prose as the rest of the text 
which makes them deli 
cious to read, thougl 
slightly inconvenient tc 
follow. Cooks familiar with culinary Hind 
will find Bengali remarkably similar, anc 
there is a splendid glossary. 

But it is no accident that Food come: 
after Life in this wonderfully evocative 
book's rather pedestrian title. Banerji’: 
skills and interests extend far beyond th« 
kitchen. She blends anthropology, history 
geography, gastronomy and fiction, form 
ing a lasting record of lifestyles that are 
already disappearing, at the same time 

completely beguiling the reader with he 
eloquent enthusiasm. 

This in itself is no mean achievement 
but a literary glutton cherishes the hope 
that one day those fascinating glimpses o 
Chhobi's life might frame a full-lengtl 
novel. m Sue Earl 





Much ado 
about adobo 


Kusina: What's Cooking in the Philippines 
edited by Cid Reyes. Illustrated by Robert 
Labayen & Bernard Ferndando. Larawan 
Books, Manila. US$15. 


Mention “cookbook” and most readers 
eyes begin to glaze over. With good rea 
son: the average cookbook serves up it 
food-facts in a separate, narrowly focuses 
and singular format, failing to note th 
profound link between a nation's choice c 
nourishment and the nation itself. 

Here then is a food book firmly linkin, 
a well-known nation with its little-know: 
cuisine. illuminating both at a single stroke 
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yond its role as a cookbook-cum-restau- 
rant guide, performing a substantial, if in- 
advertent, service for curious foreign 
readers. It puts paid to the widely held 
belief that Philippine cuisine consists only 
of garlic rice and chicken adobo — two 
mundane dishes constantly fobbed off on 
unsuspecting tourists in Manila's hotel res- 
taurants. 

In fact, nothing could be further from 
the truth. As would be expected of a na- 
tion which has absorbed waves of Arabic, 
Chinese, Spanish, American, Japanese and 
German visitors, Philippine cuisine is a rich 
broth simmering with delicious, but little 
known, delights. 

Many people believe that Philippine 
food is bland. As usual, many people are 
wrong. Take, for example, Bicol Express, a 
speciality of Bicol, a region littered with 
smouldering volcanoes and sulfur hot 
springs where it is said that all of the 
women are beautiful and all of the men 
religious. The main ingredients in Bicol 
Express are baby shrimp and pork, plus 
green and red peppers — both of the hot 
variety. 

The colourful stir-fried result is served 
on a fresh bed of gabi (taro) leaves. Mixed 
with this is a generous helping of onion 
and garlic. Just before serving, the steaming 
dish is smothered in fresh coconut milk. 
The result, as spicy as any Thai dish, gets 
its name from the speed with which diners 
ask for water after tasting the hottest dish 
in the Philippines. 

For sashimi aficionados, there is kinilaw, 
consisting of raw tuna served chilled and 
marinated with a dash of kalamansi (a lo- 
cal lime) and ginger. Lovers of Italian cui- 
sine will fall for tahong, a Filipino appetiser 
of fresh grilled mussels smothered with a 
host of spices and melted cheese. Gourmets 
with a Gallic bent should sample Pam- 
panga dishes which include baked snails, 
field crickets in deep fried batter and frog 
legs in garlic sauce. 

Australians who wax lyrical about 
Sydney's ugly but sublime-tasting mini- 
lobsters known Down Under as Balmain 
Bugs, will find them listed on menus as 
curacha, and served fried or grilled along 
with sizzling blue marlin steaks from 
Mindanao. 

Other subjects touched on include po- 
tent Batangas coffee, home-style baked 
breads, the famous steamed duck embryos 
called balut, plus an array of Iberian-influ- 
enced desserts that are the best in Asia, 
including a chocolate drink thick enough 
ho auanart è cnocan unriaht 





Where tin gods ruled 


By Jug Suraiya in Simla 

There is no room for ghosts 
in Simla. Especially in sum- 
mer when the tide of visitors 
from the plains surges in, 
filling the 300-odd hotels 
and numberless holiday 
homes and villas, and seething along the 
Mall to join the human whirlpool at Scan- 
dal Point. Shouldered aside by swaggering 
young dandies from Delhi and Chan- 
digarh, jostled by pappajis from Jullundur 
and Ludhiana, hustled by formidable 
bhenjis (matrons) and giggled at by droves 
of Dollys, Bobbys and Dimples, a spectre 
wouldn't stand a chance. 

Time is money, and Simla has none to 
spare for the past. A rash of construction 
has scarred the hills, squeezing out the few 
remaining vestiges of the past. Ancient 
trees and rooted landmarks are swept 
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Simla now. 


away in a frenzy of activity as rents and 
property prices soar. At the height of the 
tourist season, between April and July, a 
room with a bath and a few sticks of furni- 
ture rents for Rs 500 (US$19.40) a day, or 


wire 
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became Simla belonged to the Mahar: 
Patiala and the Rana of Keonthal, 
hospitably allowed the White settlers 
free tenure, stipulating only that they 
frain from the slaughter of kine anc 
felling of trees.” 

Captain Kennedy, the political age 
said to have built the first proper hou 
the locality. In 1827, Lord Amherst, 
was later credited with having “inve 
Simla,” became the first governor-ge 
to visit the place. He stayed at Ken 
House, and the “rosy complexions 
some beautiful drawings by Lady € 
Amherst" with which the entourag: 
turned to Calcutta endorsed the "heal 
and picturesque properties of the s 
Kennedy negotiated an exchange of | 
and secured Simla for the British in 18: 
year later the French traveller and nat 
ist Victor Jacquemont visited the gro 
settlement and described it as a "con: 
rable village . . . the resort of the rich 
idle, and the invalid." In 1856, a cart 
was built for vehicular traffic, comin; 
from Kalka, 58 miles away. This fac 
which obviated the arduous journe 
pony or jampan (a covered armchair s 
on poles and carried by four coolies), 
Simla on the map — but as yet only 
"glorified full stop." 

Simla's main attraction for the Eur 
ans was its climate. For the colonia 
particularly the women and children, s 
mer on the Indian plains was a gruel 
sometimes fatal ordeal. "The scorc! 
ray/Here pierceth not, impregnate ` 
disease,” extolled an anonymous poet 
in less lyrical vein, an official report ; 
its blessings to a climate which helped 1 
"the mental powers in a state of he 
alike beneficial to both rulers and rule 

Simla bloomed. A number of ne 
princes followed the European exar 
and stately lodges and Gothic fo 
sprang up with names that echoed a 
talgia for faraway places: Ballyhack, Go 
Castle, Barnes Court, Stirling Ca: 
Rookwood, Eaglemount, Sunnybi 
Longwood, Oakfield. Describing Siml 
1872, a British journalist said: “The | 
town is now one of the capitals of 
world. Subject princes, mighty Wes 
nobles, and travellers from every cou 
are seen in its narrow bazaars. Long | 
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As the summer capital of the Raj, Simla 
ne to be known as "the workshop of the 
ipire." An awed visitor wrote, “Every 
"eon-hole contains a potential revolution, 
ery office box cradles an embryo of a 
ir or dearth. What shocks and vibrations, 
iat deadly thrills does this thundercloud 
ice transmit to faraway provinces lying 
nind rising and setting suns?" Critics re- 
red to this high seat of power that ruled 
lia by remote control as "the home of 
* heaven-born" and the "abode of the 
le tin gods" where the “burra sarkar” 
is “represented to the populace by the 
eried chuprassie, the exponent of British 
e... the mother-in-law of liars, the high 
est of extortioners, and the receiver gen- 
tl of bribes.” 
Bhasin notes that “Metaphorically 
aking .. . Simla acted as a littoral town 
‘ore the sea of Empire . . . here lay the 
crocosm that extended the 19th-century 
tos of the isolation and strength of the 
itish Isles to a small town in the 
malayan foothills. In this insulation lay 
* visible strength and the underlying 
akness of ruling from Simla. The effer- 
scence of Indian public opinion was fil- 
ed before it reached these heights . . 
en the blame for the disas- 
s of the Afghan Wars and 
ain, at Mesopotamia, were 
aced on Simla’s doorstep. Sir 
an Kaye, one-time political 
retary to the India Office, 
anted out: ‘This pleasant hill 
aatorium has been the cradle 
more political insanity than 
» place in Hindustan’.” 
The heady mixture of hill 
. political power and social 
):bbery held an irresistible 
re. Ambitious careerists, 
sculating matrons with 
ughters to marry off, enig- 
àtic adventuresses, bored 
mung wives, and dashing 
més flocked here, often with disastrous 
mults. In a letter home, a correspondent 
rented “the pure atmosphere and foul 
ours, ruined prospects, guilty passions, 
'olity, intrigue . . . jealousy, madness . . . 
norse unmitigated . . . the canker of cor- 
"tion in the midst of the bud of youth 
[and] hope." Husbands went into debt 
send their families to summer in Simla. 
»reath of scandal scented these holiday 
yurns — a consequence of a social cli- 
Bte which thrived on pleasure-seeking 
1 gossip. An old Simla hand who re- 
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drunk water for seven days." Lord 
Dalhousie wryly noted that "the Lieuten- 
ant Governor has followed my example 
and fallen down a khud last night . . . such 
festivities as never were, balls here, balls 
there . . . fancy fairs, investitures of the Bath 

. I quite sigh for the quiet of Calcutta.” 

"Eating the air" on the Mall was an 
elaborate ritual. "No one ventures to make 
his appearance . . . who is not mounted on 
a handsome horse, or who cannot sport the 
finest linen, the most stylish cut of coat or 
showy uniform and white kid gloves." 
Others were conveyed in four-man rick- 
shaws, which replaced the jampans by the 
late 1870s. The advent of the motor car was 
not allowed to intrude on the Mall. Only 
three cars, belonging to the Viceroy, the 
commander-in-chief and the governor, 
were permitted. 

The hub of the social wheel was the 
Viceregal Lodge, completed in 1888. De- 
signed by Henry Irwin, the turreted struc- 
ture of light-blue limestone stood on an 
estate of 331 acres and cost £10,000 a year 
to maintain. Entertaining was one of the 
official duties of the “burra lat sahib,” some 
of whom discovered that despite an annual 
salary of Rs 240,000 and an entertainment 





allowance of Rs 40,000 it was often neces- 
sary to dip into personal pockets to make 
stately ends meet. 

Insular English habits posed problems 
requiring unique solutions. For instance, 
the custom of tub baths exacerbated the 
endemic water shortage, and in 1924 two 
electric pump lifts, the highest in the world, 
were installed at Gumo. The rail line from 
Kalka, which carried its first passengers in 
1903, was another impressive, if wastefully 
extravagant engineering feat. The line, with 
its 103 tunnels over the course of 5 miles, 
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in haunting words the coolies and inden- 
tured labourers who toiled behind the 
scenes of all this colonial magnificence. 
"Each of these bent men might be carrying 
his own cross to a far-off place of execution 

. The path is a solitude among bare and 
pitiless hills: the road is as old as the world: 
and in the weary dust of it many hundreds 
have dropped and died." 

Bhasin poses “one of the biggest ‘ifs’ of 
modern Indian history: Had a 'summer 
capital' and its isolation been absent, and 
the government been in closer touch with 
public opinion . . . would Independence 
have come earlier? Or perhaps, postponed 
by giving greater concessions right from 
the turn of the century — and the blood- 
bath of Partition averted? Or perhaps, 
would India have settled for becoming à 
self-governing colony under the British 
Crown — the original demand of Congress 
stalwarts?" 

Bhasin's narrative ends with Indepen- 
dence. Nationalist leaders had long voiced 
the need to bring the government closer, 
both literally and metaphorically, to the 
people. The long-distance system of ad- 
ministration was dismantled, and Simla 
was dislodged from its seasonal pre-emi- 
nence. But, as elsewhere in In- 
dia, the ebbing of empire 
brought in its wake a new elite 
of politicians and indigenous 
civil servants and entrepre- 
neurs. Attitudes and roles, as 
much as institutions and build: 
ings, were involved in the take 
over. With the creation o! 
Himachal Pradesh in 1966, th« 
new "Shimla" came into it: 
own as the capital of the new 
state. 

There were inevitable 
changes as the new current: 
found their own channels anc 
outlets. The spirit of the Unite 
Services Club was reincarnatec 
across the road in the Simla Club when 
the paploos and taploos of rummy re 
placed polo and tent pegging as the main 
stays of conversation. Tommy Tadpole, thi 
archetypal English traveller, gave way to 
new breed of seasonal migrant — the gov 
ernment employee with his railway pas 
or Leave Travel Allowance. The erstwhil 
Viceregal Lodge does duty as a showpiea 
research institute; Lord Kitchener's one 
time residence, Wildflower Hall, is a tour 
ist resort with picnic benches; the Gaiet 
theatre resounds to Punjabi slapstick anc 
tha ald Dial hallranm with the Honda 
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noticed it was beginning to wither. I real- 
ised it was dying and that the landlord was 
killing it so that he would have more room 
to build. It finally died and was cut down. 
My neighbour not only had a larger con- 
struction site, but also made a handsome 
profit selling the wood of the corpse.” He 
paints a surreal picture of people stealing 
out at the dead of night to poison trees 
with arsenic or cut their roots, in order to 
get municipal permission to fell the dead 
tree and have more space to build. “In the 
old days, if you destroyed one tree you 
had to replace it with three. The law still 
exists, but no one bothers about it.” 

The large-scale felling of trees has af- 
fected the climate, and residents claim that 
the summers are noticeably hotter than in 
years gone by and the winters milder. But 
the change of climate concerns more than 
just the weather. A retired civil servant, one 
of the oldest residents of Simla, compares 
past and present. “Yes, I’ve heard stories 
about how badly Indians were treated 
during the British days, not being allowed 
on the Mall and so on. All I can say is that 
it wasn’t so in my time. Anyone could walk 
on the Mall so long as one was properly 
attired. There was discipline and order, a 
certain maintenance of form. Now any 
bunch of malcontents can hold everyone to 
ransom." He refers to a non-gazetted offi- 
cers agitation which disrupted power and 
water supply and practically paralysed 
Simla not long ago. 

But despite the fears that Simla is de- 
clining, some old institutions and traditions 
linger on. The rail motor, a unique cross 
between a locomotive and a luxury bus, 
still chugs up the tracks from Kalka with 
clockwork punctuality, stopping at Barog 
which was once renowned for its break- 
fasts. Although services are sporadic and 
sparsely attended, the Gothic tower of the 
church on Simla Ridge still dominates the 
townscape. The army-run Green Room 
club of which the Gaiety is a part, main- 
tains a shabby-genteel exclusivity. 

Less than half a dozen expatriates now 
live in Simla, of whom two have married 
into and been absorbed by Indian families, 
while one is a reclusive widow. But the 
English ritual of afternoon tea has been 
adhered to in at least one household, and 
is faithfully performed with a ceremonial 
tinkle of spoons and china and offerings of 
wafer-thin cucumber sandwiches, home- 
made cake and hot, buttered scones. 

The quiet rearguard action being fought 
against the encroachments of modern times 
ie morbone hock hictratad hy the ovanine 


My fair Asia 


Indian Diary & Album by Cecil Beaton; 
Chinese Diary & Album hy Cecil Beaton. 
Oxford University Press, Hongkong. 
HK$210 (US$27) per volume. 
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In 1944, the British Ministry 
of Information appointed 
Cecil Beaton to travel to In- 
dia and China as a photo- 
graphic ambassador ex- 

| traordinary to further the 
war effort by familiarising the British 
public with far-flung theatres of conflict. 
The assignment of such a role to a fashion 
photographer-cum-stage-set designer who 
had established himself as a “darling of so- 
ciety" affords as much insight into contem- 
porary official attitudes towards the messy 
business of fighting a war half-way around 
the world as the 4,500 pictures Beaton re- 
portedly took reveal of the actual condi- 
tions on the ground. 

During his seven-month mission, 
Beaton visited the Burma front, toured 
much of India, leap-frogged the Himalayan 
"Hump" to Chongqing and swung 
through the southern provinces of Chiang 
Kai-shek's China, maintaining a diary as 
well as a photographic record of his travels 
which encompassed war-torn jungle hill- 
sides and lonely re- 
doubts, the labyrin- 
thine bedlam of Indian 
bazaars and the equally 
convoluted, if less 
clamorous, corridors of 
the viceregal residence 
in New Delhi. First 
published under the 
portmanteau title Far 
East, the illustrated ac- 
count was re-issued in 
1945-46 in two books, 
Indian Album and Chi- 
nese Album to provide a 
glimpse of "countries, 
now awakening to a 
new importance in the 
affairs of the world . . . 
seen through the eyes 
of a great artist with the camera." 

Reading between the lines of the lively 
text and the eloquent — if sometimes 
stilted — pictures, one can almost hear the 


murmured remark of Beaton's equally 
hznwacast camnatrint Ninel Caward: “The 








Album he says: “Gandhi is not menti 
here. Nor [is there] any attempt to 
the Indian problem. Too much crit 
has been aired by others — little of it 
structive.” That said, Beaton believed 
looking back on his pictures he “sp 
ideas that are now ‘accepted’ but whi 
years ago were before their time." : 
larly, Jane Carmichael notes in the i 
duction that while Beaton “was not 
did not pretend to be a war photogra 
in the conventional sense,” an “idic 
cratic” style “intensely conscious of ht 
dignity” invests his photographs 
universal appeal. 

Although the photographer by his 
account had several brushes with co 
situations, the unseemly consequenc 
organised mass violence have largely 
relegated to the wings: war as the hi 
other people. The pictures of troops 
officers in uniform betray a stagy stiff 
like actors awaiting their cue from a c 
tor with an unfamiliar script. Notabl 
ceptions include the shot of a wow 
soldier being carried back from the f 
his bandaged face resting like a tired cl 
on the shaven head of his rescuer. 

Beaton is on surer footing while co 
ing cameos of civilian "Charivaria": 
faces of schoolgir 
a Calcutta classr 
learning by rote 
features of adult 
lemnity; a mousta: 
up-country visitor 
consciously trea 
himself to the big 
indulgence of a s 
shine on Chowring 
the young and be 
ful Maharani of Ja 
with a pet peke, if 
the world, at her fe 

The sketches 
prose are as sha 
etched: "'Zita, in 
fifth year of war, w 
an article on ‘The A 
Wearing Jewellery' 
Don't proceed to don mechanically al 
diamond and ruby jewels that you po: 
. « . It is taken for granted that the 
diamonds must shine at the biggest 
ties, and there the matter ends . . .' A fr 
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rying effects of the post-Cultural-Revo- 
ion propaganda and subsequent emo- 
ns. Beaton was there to discover some- 
ng of China and eventually uncovered 
wre of himself. He had expected a "silent, 
crutable China, who moves noiselessly 
d laconically through the pages of fic- 
n." He was not disappointed that it was 
t what he expected it to be. His descrip- 
ns of the people and the land reflect 
owledge acquired rather than personal 
appointment. In fact, Beaton seemed 
nused at the variance. 

Beaton discovered that the Chinese of 
end, who "contemplated by the hour a 
d on a tree or a flower in a vase," were 
fact “shrewd and business-like realists.” 
š inability to speak Chinese limited con- 





wrovincial governor's wife. 


sations and he was thrown back into 
aself during long waiting periods. Fasci- 
wed by the attitudes held by different 
nic groups in China, he pondered why 
y remained in such isolated circum- 
aces. His caricatures are amusing, but 
mnetimes tell of sadness and desperation. 
The photographs are pale and grey, but 
Mir charm remains intact. The subject 
@ter varies from pictures of police and 
liers, landscapes, townscapes, scenes of 
ryday life, the opera and a fine collec- 
1 of portraits. They are a visual record 
“hina in the mid-1940s, though some of 
material Beaton wanted to include 
er received the necessary permission to 
wrecorded the way he wanted. 
[he faces in the street scenes are the 
me as those we see on news broadcasts 
snapshots from our own private collec- 
s: people immobilised in expressions of 
struck curiosity puzzle over the for- 
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Books at a glance 


Every Street is Paved with Gold 
by Kim Woo Choong. Times Books 
International, Singapore and Kuala Lumpur. 
$$24.90 (US$15.25). 





Kim Woo Choong’s story is 
a Korean fairytale. After his 
father was kidnapped by 
North Korean soldiers dur- 
ing the Korean War, the 14- 
year-old boy scraped out a 
living for the family by selling newspapers 
in Taegu, where the family sheltered from 
the war. A mediocre student and self-de- 
scribed trouble-maker in high school, he 
went into business after graduating from 
one of the country's most prestigious uni- 
versities. Twenty-five years after founding 
Daewoo Co. with a borrowed US$5,000, he 
has amassed South Korea's fourth-largest 
business group, with sales of US$22 bil- 
lion. 

This book is the gospel according to 
Chairman Kim. Written while he was con- 
fined at the company's huge Okpo ship- 
yard, where Kim was trying to settle one 
of South Korea's most notorious labour 
disputes, it is the philosophy of Korea's 
best-known workaholic, a man who boasts 
that he travels abroad 200 days a year and 
rarely sees his family. 

Aimed at the youth of Korea, this book 
is long on homilies and too short on details 
of how Kim actually rose to the top. Kim 
says it is a matter of working hard, think- 
ing positively and keeping one's wits. He 
says that money does not give him much 
pleasure but that the thrill 
of thrashing out a good deal 
does. An introduction by 
Louis Kraar goes part of the 
way towards colouring in the 
picture of this energetic and 
enthusiastic businessman. 

m Mark Clifford 


mm 


Political Life in Japan: 
Democracy in a Reversible 
World by Takako Kishima. 
Princeton University Press. 
US$27.95. 


For those who can get 


through the theory-ridden first chapter, 
this book offers a series of refreshing 
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the kind of thing which seems to catch the 
author's fancy. (Later on, the national me- 
dia catch Nakagawa urinating outside par- 
liament and the public reacts with amuse- 
ment if not approval.) 

To say that these images represent the 
author's fancy, however, may be unfair. 
Takako Kishima is concerned with more 
weighty matters, including the question of 
how change takes place in a highly strati- 
fied and institutionalised society, and 
whether individualism in Japan means the 
same as it does in the West. 

She concludes that the Japanese have 
their own brand of individuality which 
adds much-needed flexibility to a political 
system where the same party has ruled for 
35 years. She makes the point best in ex- 
plaining how ruling and opposition MPs 
get quietly drunk together to help push 
through crucial tax legislation which they 
are forced to disagree about in public. 

The book's problem is shared with 
Tolstoy's War and Peace. The story is fine 
but the philosophical wrapping is, at times 
enough to put off anyone who is neither 2 
determined skipper or a lover of academic 
jargon. m Charles Smith 


Monkfish Moon by Romesh Gunesekera. 
Granta Books, London. £11.99 (US$21.75). 


The dedication and single-sentence 
foreword set the tone for this collection o 
nine short stories. One reads: “For my fa 
ther and mother the untold story and fo) 
Helen." The other: “There are no monkfisl 
in the ocean around Sr 
Lanka." 

Romesh Gunesekera's Sr 
Lanka is a pitiable place 
wracked by ethnic violence 
uncertainty and fear. Withir 
this national malaise, Gune 
sekera's characters grappl 
with their own. In some in 
stances this entails discover 
ing the untold story of i 
relative, usually a father fig 
ure. And in all his tales, th 
emphasis lies on what i 
missing — such as th 
monkfish — rather thai 
what exists. There are plenty of dreams bu 
little peace of mind. His characters are con 
ctantly trvino to find a “home” whethe 
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bungalow where a daughter goes to ex- 
plore her father’s past, a well-decorated 
home of an elderly, pathetic businessman 
who claims he really wanted to be a monk. 

Gunesekera also explores the difficulty 
of cross-cultural relationships, such as 
those between a businessman and his day 
labourer from a village, a Sinhalese wife 
and Tamil husband, brothers who took 
different paths in life. In trying to map out 
a spiritual universe, Gunesekera invests 
most of his energy in describing the mate- 
rial environment. Says the man who would 
be a monk: “Before you can chuck away 
the world like that, you have to have it in 
your hand, no?” m Jonathan Karp 








Science, Technology and Society in 
Postwar Japan by Shigeru Nakayama. 
Kegan Paul International, London. £45 
(LIS$76.50). 


The author says his book is the first by 
a Japanese writer in English that examines 
the impact of science and technology on 
Japanese society and vice versa. Naka- 
yama, who teaches at Kanagawa Univer- 
sity, is leading an ambitious project to 
publish about 20 volumes in Japanese on 
this subject between 1991 and 1999, The 
book reviewed here can be regarded as a 
distillation of his own research on the 
subject and provides an outline of the 
forthcoming series that will eventually be 
translated into English. 

If this book is anything to go by, the 
series will be the definitive work on a sub- 
ject that is of vital importance to the rest of 
the world. Japan is moving ahead of the 
pack in an increasing number of technolo- 
gies. An understanding of how this has 
occurred, from a social point of view, is 
crucial to understanding Japan. 

Nakayama's book contains material on 
many aspects of Japan's climb up the tech- 
nological ladder since 1945. He considers 
the tension between democracy and tech- 
nocracy in science which led to the crea- 
tion of various institutions governing sci- 
entific research. 

In addition, Nakayama places this de- 
velopment within the context of the great 
changes that have taken place in the 
country's education system. The relation- 
ship between private science and high 
economic growth is considered as well. 

The final chapters are concerned with 
techno-nationalism in the US and Japan, 
and the possibility that the "centre of sci- 
ence" will shift to the latter. The author 
saminde sozdar that the cantro as cuch 





ence policy. In this respect, at least, its 
postwar economic achievements have 
more to do with private initiative than 
government intervention. Nigel Holloway 





Indonesia in Focus: Ancient Traditions, | 
Modern Times Kegan Paul, London. No 
price given. 


If you like the idea of a pedantic picture 
book, this is for you. From the tattooing 
practices of the Mentawaians in Sumatra 
to pigs as a status symbol among the Dani 
of Irian Jaya, Indonesia’s photogenic ex- 
otica comes in high-brow packaging. 

To put Indonesia in Focus, Dutch cultural 
anthropologists, 17 of them, set out east- 
erly from Sumatra through what they call 
the Emerald Archipelago in search of the 
lingering symbols and rituals of traditional 
life. Unabashedly selective, their view- 
finder homes in on tribal groups and how 
they are faring amid the great waves of 
modernity washing over the islands. Their 
pursuit turns up some arresting images 
and curious tales of customs transformed 
or abandoned. 


m Margaret Scott 





by Aleko E. Lilius. Oxford 
University Press, Hongkong. 
HK$65 (US$8.40). 

The “ripping yarn” title 
of this reprint of a book 
originally issued in 1930 
fails to do justice to a story 
detailing the derring-do of 
a Finnish freelance journal- 
ist in the late 1920s. Written 
in a style that would bene- 
fit from the music that used 
to accompany cinema 
newsreels, a more accurate 
title would be Beating Up 
the China Coast. 

Lilius, freelancing for Popular Mechanics 
in Chicago and the Wide World of London, 
decides to penetrate the pirate gangs prey- 
ing on coastal shipping that plied between 
Hongkong, Macau and other ports along 
the South China coast. These raids were a 
major problem for steamers in the 1920s 
and 1930s, and led to ships carrying their 
own armed guards, battening most of the 
Chinese passengers below decks and the 
occasional punative raid by the British 
navy in an effort to deter the marauders or 
avenge a particularly savage attack. 
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reader little the wiser about piracy 

the China coast, it illustrates how the 
adventurous freelancers earned their 
in the 1930s. m Gavin Greer 





China: Reform and Revolution by Euge 
S. Linn. Published by the author, Hong. 
HK$170 (US$21.95). 


This book is one of many that tr 
psychoanalyse the bloody events of 4 
1989, and to draw lessons for interna’ 
business. Journalist Eugene Linn offe: 
vice on what precautions foreign bus; 
men should take to prepare for the cy 
inevitable political and economic crise 
have and will continue to plague Chi 

Taking a "long view" is impo 
when doing business with China, Lir 
peatedly stresses. He believes tha 
problems afflicting China ever since j 
tempt to modernise in the 19th centur 
down to the desire of the ruling cle 
control the masses for its own self int 
But the author makes no attempt to 
lyse or explore the differences betw« 
feudal and a communist style “rn 
class." Neither does he 
tinguish between the 
cies of current and pre 
communist regime: 
China. 

Linn takes many co 
versial premises for gra 
without adequate as: 
ment, preferring instez 
fall back on quotes 
fellow journalists, wr 
and foreign observer: 
substantiation. As a re 
the book lacks the d 
and understanding 
Chinese political 
economic developm 
that would make it a u 
tool for helping to n 
business decisions. M Elizabeth C 








An End to Hunger? The Social Origins c 
Food Strategies by Solon L. Barraclough 
Zed Books, London. £32.95 (US$55). 


Many of us still see the 1980s as ë 
riod when wealth sloshed around Wes 
societies. But there is increasing evid 
that about the only thing which really 
joyed a boom in that decade was hur 
And it wasn't just a Third World ph 
menon. According to Solon Barraclo 
those countries which epitomised the 
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ll qualified for the task. In his balanced 
1 readable account, he refuses to take 
' popular line blaming the banks or the 
; organisations, nor does he blame the 
or themselves. He has even managed to 
d examples of countries or regions 
ere things have actually improved, and 
üeves a constructive, rather than de- 
sing, discussion of one of the world's 
zest and least understood problems. 

m Margaret Harris 


inese Boycotts versus Japanese Bombs: 
+ Failure of China's "Revolutionary 
Jomacy,” 1931-32 by Donald Jordan. The 
¿versity of Michigan Press, Ann Arbor. 

+ (LIS$63.60). 


China's unhappy experience of invasion 
1 occupation by Japan during the 1930s 
1 1940s is generally viewed exclusively 
ough the prism of Japanese militarism. 
mald Jordan's well-researched book 
es students of the period another way 
inderstanding the relationship between 
two countries by looking at how eco- 
nic competition contributed to the 
ntual plunge towards war. 
China had by the late 1920s become the 
zle-biggest market for Japanese exports, 
ang huge quantities of everything from 
ton fabrics to sugar, coal and paper. 
anese textile manufacturers had also 
ved into China in force: in Shanghai 
"e, 15 companies operated 45 mills. 
At the same time, a rising class of Chi- 
æ mill owners, shippers and bankers 
'e carving out independent empires 
1g China's eastern seaboard. Most of 
group became strong supporters of the 
ang Kuomintang (KMT) regime that had 
ified its grip on power in 1927. 
Mhile some within the KMT and the 
nese bourgeoisie chose collaboration 
fh the Japanese during this period, the 
we typical stance was one of economic 
onalism. The anti-Japanese boycott of 
M-32 thus became the weapon of choice 
@urning back Japan's economic penetra- 
». Patriotic student groups and the left 
» provided invaluable popular support 
^e movement. 
3ut Jordan convincingly demonstrates 
, far from promoting China's economic 
political independence, the boycott 
ed to set off a chain of events that re- 
wed in the country’s subjugation. Japan- 
corporate interests and their support- 
in the government and military took 
boycott as a declaration of economic 


pan's most hardline elements and helped 
lead to the takeover of Manchuria in Sep- 
tember 1931, the attack on Shanghai in 
1932, and eventually, full-scale war. 

= Car! Goldstein 


Crime and Justice In Hongkong edited by 
Harold Traver and Jon Vagg. Oxford 
University Press, Hongkong. HK$95 
(US$12.25). 

What this book makes most clear is the 
dearth of material on Hongkong’s crime 
situation, especially compared with the 
many articles and books on the legal sys- 
tem. The authors have 
felt obliged to warn the 
reader of the dubious 
picture presented by of- 
ficial statistics, which are 
often the main source for 
their conclusions. In 
some cases, such as the 
true extent of serious 
and juvenile crime, the 
authors end up raising 
more questions than an- 
swers. 

Occasionally, as in 
the chapter on vice, the 
author makes up for a 
lack of reliable studies 
by conducting personal 
interviews with police 
officers and even accompanying them on 
vice raids. Similar contact with prostitutes 
might have been more enlightening. 

The editors acknowledge gaps in their 
volume that are worthy of future research 
— in particular organised-crime syndicates 
and the work of the Independent Commis- 
sion Against Corruption. But one wonders 
if the present book can provide an accurate 
portrait of crime and justice in Hongkong 
without taking these two institutions into 
account. Still, the book is, as the editors 
intended, an important start on something 
“that should have been done, regularly and 
routinely, for many years.” m Stacy Mosher 





The Other Hong Kong Report 1991 edited by 
Sung Yun-wing and Lee Ming-kwan. The 

Chinese University Press, Hongkong. HK$98 
(LIS$12.65). 


This is the third edition of an alterna- 
tive to the Hongkong Government's an- 
nual reports, written by a group of aca- 
demics and experts on various aspects of 
Hongkong's development. 











genuine problems ordinary people are fac- 
ing. 
Some even offer solutions, although 
these are prone to academic equations 
along the lines of X = M + s max (H-M,O). 
While many of the academics do a com- 
mendable job, readers are likely to better 
appreciate the efforts of activists, who are 
more accustomed to presenting their case 
to laymen — as exemplified by Friends of 
the Earth founder Linda Sydall's chapter 
on environment. 

On the whole, The Other Hongkong Re- 
port remains an invaluable source on the 
state of the territory, and is must reading 
for anyone who wants a 
more thorough picture of 
the issues Hongkong is cur- 
rently confronting. 

m Stacy Mosher 





Japanese Agent in Tibet 

by Hisao Kimura, as told to 
Scott Berry. Serindia, 
London. £14.95 (LIS$26.35). 


Journeys in Tibet and 
Central Asia have long held 
the imagination of travel- 
adventure readers — par- 
ticularly the journeys of in- 
trepid Victorians, many of 
whom were ostensibly on 
missions of empire, god or 
survival, although in the end they travelled 
for the glory of the adventure. Non-Euro- 
pean travellers were also legion, but most 
of their journeys remained out of reach. 
Scott Berry corrects the balance with his 
tale of an extraordinary Japanese. 

Hisao Kimura — adventurous idealist 
for Japan's cause, Mongolian "monk," 
Japanese spy, British spy, trader, gold 
smuggler, political activist, survivor — tells 
the story of his 10 years in Mongolia, Tibet 
and India. At times it could just as easily 
be a piece of derring-do fiction. 

After four years of study in Inner 
Mongolia, Kimura disguised himself as a 
monk and set off on a spying mission 
through enemy territory. After a journey 
of intrigue, imprisonment for a year and 
illness, he arrived destitute in Lhasa in 
September 1945: a spy without a master. 

He continued on to India. In Kalimpong 
he was recruited by British intelligence, 
taught English and Tibetan and sent intc 
eastern Tibet — the latest and one of the 
most unusual players in the Great Game 
Later he made his way as a trader and gold 
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Wind of change 


Indian finance minister overhauls trading regime 





By Hamish McDonald in New Delhi 


ndia is to carry out a wholesale re- 

vamp of its trading system, starting 

with an immediate move to partial 

convertibility of the rupee. For 60% of 
trade and service payments, the rupee’s 
value will be set by a free market — which, 
if it mirrors the blackmarket level, suggests 
a sharp discount from the official rate. 

Finance Minister Manmohan Singh's 29 
February speech detailing the budget for 
the fiscal year beginning 1 April takes In- 
dia’s opening to the global economy far 
beyond the preliminary steps announced 
soon after the present minority Congress 
Party government took office in June 1991. 
New measures include further progress 
towards far-reaching reforms in tariffs, 
banking and taxation. 

Promises of access by companies to for- 
eign portfolio investment and the removal 
of share-issue pricing controls, together 
with selective tax measures, gave an im- 
mediate boost to the already bullish Indian 
stockmarket, with the Bombay Stock Ex- 
change making record gains. 

Singh’s speech was preceded by a week 
of sustained attack from leftwing opposi- 
tion parties, who made unproven charges 
that policies were being “dictated” by the 
IMF and World Bank and that international 
banks had been informed of policy deci- 
sions ahead of parliament. 

Opposition parties are likely to harp on 
the theme of a sell-out to foreigners, as well 
as the persistence of 12% inflation. But 
placatory remarks by L. K. Advani, leader 
of the rightwing Bharatiya Janata Party, 
militated against a collusive attempt to 
bring down the government. Surveys of 
businessmen showed a high expectation 
that the government would survive. 

The new exchange-rate system replaces 
the “exim scrips” introduced last July, by 
which exporters kept 30% of their foreign 
earnings as tradable entitlements to foreign 








erful boost to our exports as well as to effi- 
cient import substitution,” he told parlia- 
ment. “It will further reduce the scope for 
bureaucratic controls which contribute to 
both inefficiency and corruption. It will 
also greatly reduce the incentive for illegal 
transactions in foreign exchange.” 

All foreign-exchange remittances will be 
split and converted at two rates: 40% at the 
official rate set each day by the Reserve 
Bank of India, the central bank, with the 
rest retained by banks belonging to the 
Foreign Exchange Dealers’ Association of 
India and traded at a market-determined 
rate in approved external transactions, such 
as payments for imports, services and 
travel, and remittances of dividends and 
royalties. 


Indian budget : 
i 





Revised. Budget 
Rs billion estimate 
x | 1991-92 0902.43 
J dont zor E e 
Revenue receipts 665.5 






.. Capital receipts 395.2 





—— * borrowings 
Source: Ministry of Finance, New Delhi 


Singh the 
ter 


By adroit Juggling of payments and 
‘squeezing of receipts, Finance Minister 
Manmohan Singh is likely to attain his 
. pledged goal of reducing India's overall 
to 6.5% of GDP in the year 
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Exporters and other recipients « 
ward remittances will be allowed to 1 
15% of payments in foreign-currenc 
counts with banks. Capital-account | 
actions such as commercial borrov 
remain covered by regulations, thoug 
free-market exchange rate will apply. 

The 40% of foreign exchange su 
dered at the official rate will be us 
cover essential imports such as petro! 
fertilisers, defence equipment and d 
All other imports of raw materials, 
ponents and capital goods, aside fr 
specified "negative list,” will be 1 
freely importable. Imports of consi 
goods will remain banned. 

Indians who have been out of the « 
try for at least six months will each 1 
lowed to import 5 kg of gold, paid for : 
15% duty) from foreign currencies ea 
overseas. Together with the partly ma 
based foreign-exchange regime, th 
likely to sharply curtail — though nc 
eliminate — the illegal currency exch 
and gold-smuggling operations base 
places such as Dubai, Singapore 
Hongkong. Demand for blackmarket f 
will depend on how far Singh amend 
Foreign Exchange Regulation Act to re 
restrictions on foreign commercial a 
ties. 

Just before the budget, the US c 
was fetching around Rs 31.75 in the il 
"havala" currency market, equivalent 


unexpected blow-out in fertiliser s 
dies — an achievement partly due t 
deferral of payment of some bills. 
The budget for the year from 1 , 
1992 sees the fiscal deficit declinir 
Rs 344.1 billion from this year's Rs | 
billion, which would appear to mak 
sible the targeted reduction to 5% of 
However, Singh did not make any 
ticular mention of this goal, which 1 
credence to reports that more flexil 





% premium on the official retail-bank 
e of Rs 26.60. The new market rate is 
pected to come in a few points below 
s: Singh estimates that once the market 
tles down, the US dollar will carry a 
»mium of about Rs 3.90, or 15% over the 
icial rate. Indian bullion prices, which 
ditionally have been 407; or more above 
* world price due to the import ban, have 
en dropping sharply. 
A new system of gold bonds earning a 
‘all amount of tax-free interest, with no 
estions asked about the provenance of 
* commodity, is aimed at harnessing 
ne of India's estimated 8,000 tonnes of 
vately held gold into official reserves. 
«gh appeared lukewarm about the bene- 
of this initiative, probably because it is 
litically difficult to sell gold reserves at 
w time, as he discovered during last 
ar's payments crisis. However, the secu- 
w of extra reserves would help make 
wernment borrowing overseas cheaper. 
The trade balance remains protected by 
^igh tariff regime, even as quantitative 
trols come off. However, in line with 
'ommendations made after a review of 
* tax system by prominent economist 
b Chelliah, Singh has started a gradual 
uction of duty rates while attempting 
spread the direct taxation net beyond 
» 7 million of India's 850 million people 
MO now pay personal or corporate in- 
ne tax. 
Chelliah wants tariffs reduced to an 
"rage of 25% by 1998-99. In Singh's 
dget, the most swingeing import duties 
ye been lopped from 150% to a maxi- 
im of 110% as an overall measure. Duty 
project imports and general machinery 
5 been cut to 60% from 80%, on electron- 
industry equipment to 50% from 60%, 
1 on capital goods used in coal mining, 
refining and power generation from 
ious levels to 30%. Tariffs have been 
mrply reduced on petrochemical feed- 
wcks. 













ng to 26.9% from 24.1% this year. 
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Various excise charges on domestic 
products have been raised, and a new ex- 
port tax has been slapped on several raw 
materials to encourage value-added over- 
seas sales. A new 5% tax on iron ore ex- 
ports, together with increased demand 
from newly decontrolled domestic steel- 
makers, will make India a declining pre- 
sence in East Asian ore markets. 

Singh has begun implementing Chel- 
liah's recommendation of lower tax rates, 
by removing the top 50% rate from the per- 
sonal income tax structure. However à top 
409; marginal rate on income above Rs 
100,000 (US$3,906) a year plus a continuing 
12% "temporary" surcharge is still unlikely 
to encourage a climate of greater compli- 
ance among the 100 million-strong middle 


Chelliah has recommended that the 
corporate-tax rate (now 45% for “widely 
held" companies and 50% for tightly 
owned firms) be brought down to the top 
personal-tax rate, but this has not been 
applied, and a 15% surcharge on corporate 


prices asa - 
the budget is 
pe 





tax remains. 
Two policy changes open the door fur- 


: ther to foreign investment. One is in the 


lagging energy sector, where foreign in- 
vestment has already been sought ir 
power generation and oil exploration and 
development. Singh has now invited for 
eign investment in petroleum production 
refining and marketing — opening the way 
for investment proposals already being 
mooted by British Gas and others. 

Approval has meanwhile been given foi 
Indian companies to issue convertible de 
bentures or equity to investors abroad 
with the same 10% withholding tax appli: 
cable to offshore mutual funds. New Delh 
is also looking at ways of allowing "repu 
table" foreign investors, such as pensior 
funds, to invest in Indian capital markets. 

As well as the greater access to foreign 
ers, several other measures have boostec 
Indian stockmarkets, which stayed oper 
for a special late trading session afte 
Singh's speech. Taxable capital gains wil 
be discounted for the effect of inflation ove 
the period the asset is held, and a wealtl 
tax has been removed from "productive' 
assets such as shares. 

The government's control over capita 
issues, including pricing, is being relin 
quished. Companies will approach th: 
market directly on the basis of disclosun 
guidelines issued by the newly establishe 
Securities and Exchange Board of India. 

A decision to cut the floor rate on com 
mercial lending by one percentage point t 
14% will ease a credit squeeze that has kep 
bank advances to companies almost sta 
tionary for the past eight months. As a firs 
step towards implementing the recen 
Narasimham report on revitalising th 
banking sector, Singh cut the statutory li 
quidity ratio — which locks up a propor 
tion of bank deposits in low-yielding gov 
ernment paper — to 30% from 38.5% o 
new deposits from April. 

Singh said other steps urged b 
Narasimham would be taken in a "phase 
manner." The slow pace and vague natur 
of banking sector reform are said to b 
causing impatience in the World Banh 
which has yet to finalise a propose 
US$500 million structural-adjustment loa 
to help rationalise the non-performing loa 
portfolios of state-owned commerci 
banks. 

Public-sector reform is also cautiou 
Fifty-eight "sick" central-government er 
terprises have been referred to the Boar 
of Industrial and Financial Reconstructio 
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POLICIES 2 


Jewellery sale 


Indian Government auctions state-sector shares 


By Sucheta Dalal in Bombay 

for the third and most ambitious round 

in a programme of public-sector share 
sales that has already tipped Rs 30 billion 
(US$1.2 billion) into government coffers. 
According to government sources, equity 
stakes in state companies will be sold for at 
least Rs 50 billion in the fiscal year begin- 
ning 1 April. 

In late February, the cabinet raised the 
limit for private ownership of targeted 
companies from 20% to 49%, Among the 
candidates for equity sales in the next 
phase of the programme are the govern- 
ment-controlled Air India and Indian Air- 
lines. Unlike the indirect bidding system 
initially adopted, the new share offerings 
could be sold direct to the public and at 
prices more attuned to market demand. 

Finance Minister Manmohan Singh an- 
nounced in his budget speech of 29 Febru- 


I ndian economic officials are preparing 


INTERVIEW 


Malaysian 
oracle 


By Doug Tsuruoka in Kuala Lumpur 


Tun Daim Zainuddin continues to be the 


subject of rumour and gossip 12 months 
after he stepped down as Malaysia's fi- 
nance minister. Has he been engaged in 
leveraged buyouts in the US? Does he 
own shares in a Malaysian banking ven- 
ture in Hanoi? No, on both counts, says 
Daim in an interview. "I am attending to 
. my duties at Harvard," he says. Daim is 
. spending a year at the US business school 
as a visiting fellow. 

"Visiting" appears to be the right word 
for it, because Daim has made several 
trips back to Malaysia to fulfil official 
duties, including assistance in the deve- 
lopment of Labuan island. 

Daine mhe s mamono! maalib ic ank 


ary that Rs 25 billion would be raised in 
the next fiscal year through the sale of 
public-sector equity, but analysts believe 
this is far too modest an estimate, based on 
likely reserve prices at auction rather than 
market valuations. The government owns 
about 250 companies, of which 131 are 
profitable. Most of the viable state com- 
panies are grossly overstaffed, but they 
enjoy monopoly rights that will remain 
intact for the foreseeable future. 

To avoid a political outcry about the 
sell-off policy, the government has had to 
perform acrobatics in nomenclature and 
marketing. The word “privatisation” is not 
heard from the mouths of government of- 
ficials; “disinvestment” is the preferred 
term. Officials are anxious not to be ac- 
cused of selling the economy's crown jew- 
els in a country where public ownership 
has for so long been a hallowed creed. 

During the first round of the pro- 
gramme, bids were restricted to eight mu- 


the temptation to re-enter 
Malaysian business in a 
significant way. “But peo- 
ple have made proposals 
to me,” he says. 

At Harvard, Daim is 
advising faculty members 
on ways to restructure 
South Africa's political 
and economic system. 
"They are interested in 
using the Malaysian 
model,” he says. South 
Africa's government has 
asked a number of Har- 
vard dons to draft politi- 
cal and economic reforms 
for Pretoria to consider. 

Daim says the academics are intrigued 
by the possibility of adapting Malaysia's 
multiracial, National Front government 
model to South Africa. Daim says they 
are impressed by the country's economic 
performance over the past few years. 
They have also queried Daim on the 
formulation of the country's New Eco- 
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Daim: model government. 


tual funds owned by state banks and 
government-owned financial instit 
Instead of allowing tenders for stc 
specific companies, the government o 
for sale 825 baskets of shares, made 
small lots from 31 profitmaking comp 
Not all the packets received bids abo 
reserve price of Rs 100 million, and 
proceeds fell Rs 750 million short « 
target of Rs 15 billion. 

While official figures are not ava 
for the second round of bidding, : 
was concluded on 26 February, it is u 
stood to have been markedly more 
cessful, with the number of bidders 
from eight to 40. Sales of Rs 16 E 
comfortably exceeded a target of Rs 1 
lion. This time, the baskets of share 
tured only 16 of the original comp 
(with less attractive ones weeded out 
more government-owned banks and 
merchant-banking subsidiaries we 
lowed to bid. 

State companies that might later fe 
higher price were also excluded fror 
second phase, according to Deepak 
director of Strategic Consultants, an 
pendent credit-rating agency. 

Merchant-banking sources reveal 
among the most popular baskets 
those containing shares in telecommu 
tions companies Mahanagar Telep 





-g Offered some advic 
.* his successor, Fin 
.$ Minister Datuk Seri 
war Ibrahim. "The rc 
the minister of finan 
to anticipate the prob 
the country may face 
says, adding that Am 
official estimate of 
real GDP growth in 16 
"too optimistic." 
“You can meet 
[target] if you we 
Daim argues, “but 
cost." One of these c 
he says, is an increa: 
inflation. If he were 
serving as finance m 
ter, Daim says he “would prefer to 
forecast which is a bit conservative.’ 
adds that it would also be to Anv 
"advantage" to adopt such a methoc 
One reason for Daim's frequent re 
trips to Malaysia is that he was rec 
appointed as the Malaysian chairma 
the "Northern Triangle" developr 
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gam and Videsh Sanchar Nigam, as well 
oil-refiners Hindustan Petroleum Corp., 
arat Petroleum Corp. and Cochin Refin- 
es, which is already listed. But it is esti- 
ited that less than 10% of the equity in 
> 31 companies has been divested, with 
it figure falling to just 1% for state trad- 
g agencies. 

Brokers believe that the government 
»uld have received an even better re- 
onse to the equity sales had it reduced 
» size of the baskets and made them 
wre affordable to proxy bidders. The 
ares are expected to change hands for at 
ist twice their sale price when listed. 

[n both rounds, the country's oldest 
1tual fund, the Unit Trust of India, was 
> most successful bidder. Some of the 
ist's funds have seen the price of their 
n stock jump around 20% in anticipa- 
m of a bonanza. The trust is understood 
have bid a flat 309; above the reserve 
ice in the second round and was allotted 
1 of the 120 packets offered for sale. 
The mutual funds are in the process of 
iening the packets and re-organising their 
"dings by sales among themselves. The 
iblic-sector equity will be listed. For In- 
an stockmarkets starved of blue-chip 
ip, the prospect of public participation 
undervalued stock has added greater 
st to an already bullish fervour. i 
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AID 


Green at the edges 





Japan lifts environment-related assistance 





By Louise do Rosario in Tokyo T 


apan is planning to announce a big 
increase in its environment-related as- 


sistance to developing countries at the 
UN-sponsored Earth Summit in Brazil in 
June. The amounts of money involved 
could more than double to ¥300 billion 
(US$2.3 billion) a year in 1993-97. Critics 
among the aid community say that al- 
though the size of the increase is consider- 
able, it may not signify that Japan is mak- 
ing a genuine long-term commitment to 
environmental concerns. 

With pollution and related issues gain- 
ing increasing attention, “green” aid has 
become the subject of intense competition 
among the various ministries involved in 
foreign assistance. They have been busy 
preparing their pet green projects and 
fighting for representation on the 100-seat 
delegation to the Brazil summit. 

"Japan's policy statement [in Brazil] will 
probably be patched together from those 
provided by half a dozen ministries, each 
with conflicting comments to make," says 
an official from Japan's Overseas Economic 
Cooperation Fund (OECF), the main agency 
for approving loan aid. 

The Ministry of Foreign Affairs and the 
Ministry of International Trade and Indus- 
try (Miti) have fought hardest to promote 
their environmental policies. Miti last year 
unveiled its Green Aid Plan, which called 
for a three-fold increase to ¥2.7 billion in 
the environmental component of its for- 
eign-assistance programme for the year to 
March 1993. Miti says its anti-pollution ex- 
perience in Japan can be of use in the de- 
veloping world. The ministry intends to 
help Thailand and China develop devices 
to lower exhaust emissions. It is also fi- 
nancing a five-year study of desul- 
phurisation equipment for coal-fired boil- 
ers in Padang, Indonesia. 

Critics say Miti’s environmentalism is 
an attempt to bolster its waning influence 
over foreign-aid policy, thanks to a decline 
in the number of tied-aid projects. 

The Foreign Ministry's green budget is 
bigger. It intends to contribute ¥4 billion to 
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ter supplies and waste-disposal systems 
Another priority is to finance the planting 
of trees; one Japanese project involve: 
spending Y7.9 billion on afforestation along 
the Indira Gandhi Canal in India. 

The oECF is also providing technica 
assistance on pollution control. In June 
1990, the agency initiated a Y69.3 billior 
programme installing desulphurisatior 
equipment in Mexican oil refineries. lr 
Thailand, it has built a ¥2.3 billion envi 
ronmental-research centre. And in China 
it is paying for the establishment of 18( 
environmental monitoring stations. 

The Environment Agency is the weak 
est of all the players in Japan's aid game 
despite its obvious expertise. In an attemp 
to gain a bigger slice of the new green-aic 
budget, it has proposed a plan to transfe 
environmental-protection technology ti 


Cleaning up 






ET billion (Lett scale) 
120- — - —^ * total —" loans 


Asian countries over the next decade. 
According to aid specialist Robert Or 
director of Stanford University’s Japa 
Centre in Kyoto, there is a limit as to hoy 
far Japanese green aid can be deployec 
since most of its foreign-aid projects ar 
infrastructure-related. A few of thes 
projects have been criticised for creatin 
environmental problems. In addition, th 
OECF has sometimes failed to monitc 
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Passion play 











By Jonathan Friedland in Manila - 
rchie King gets an occupancy rate 
in his 467 rooms that most hoteliers 


A in Manila would kill for. Yet the 


boss of the Victoria Court chain of “love” 
motels wants more. He sees big profit in a 
better class of client. 

So the eldest scion of a family that con- 
trols almost 1,500 rooms scattered behind 
high walls throughout Manila has spent 
three years taking his chain of eight prop- 
erties up market. Out are love seats and 
harnesses, a staple of the capital’s short- 
time rooms. Almost gone are commissions 
paid to taxi-drivers and others who bring 
in business. 

In are theme suites. Victoria Court 
boasts an Egyptian room done up to "re- 
live the pomp and ceremony of the ancient 
days of Cleopatra" as well as a Mobile 
room replete with a 1954 Buick crowned 
by a roomy bed. It also offers four Japan- 
ese-style rooms to make tourists from up 
north feel at home. The room-service menu 
offers wine and exotic cocktails. 

Up have gone Victoria Court's prices, 
too, to an average of about P600 (US$23) a 
room, or 30% higher than the company's 
main competitor, Anito Lodge, controlled 
by Archie's brother Wyden. Advertising 
campaigns were also introduced to target 
married couples and corporate accounts. 
According to general manager Karl 
Velhagen, the idea is to maintain the 
essence of a "love" hotel as a discreet 
place for quick get-aways while improv- 


| COMMODITIES 


. By Adam Schwarz in Jakarta 


Vindicating its critics, BPPC, the private 
monopoly set up to control Indonesia's 
clove trade, has admitted that its stocks 
have grown more than expected and it 
. cannot repay government loans. To solve 
dac cmemon'o meohblame ite ^-libeek 








Short-time goes up market. 


ing the company's image in the eyes of 
the public. 

The effort by Victoria Court to become 
the tea-time equivalent of a five-star hotel 
is apparently working. Archie King says 
revenue has grown 16-20% annually since 
he embarked on the strategy in 1989, The 
benefits of diversification have not been 
lost on Wyden King. Anito Lodge, which 
has about 1,000 rooms, has targeted the 
college crowd with bargain prices. 

Neither of the King brothers will dis- 
close the earnings or revenue of their busi- 
nesses, but analysts estimate Victoria 
Court's annual revenue at about P250 mil- 
lion and Anito Lodge's at about P440 mil- 
lion. Assuming a profit margin of 20%, the 
King family may be earning about P140 
million annually. These financial figures 
put the King family's motel ventures, 
which include a 55-room three-star prop- 
erty in Manila's Ermita district, in the top 


bad time," the official newsagency 
Antara quoted Tommy Suharto as tell- 
ing parliament on 26 February. 

The proposal has raised more than 
just a few eyebrows. Legislator Imam 
Chourmen calls it ^inhumane," while 
Minister of Agriculture Wardoyo says 
the government will take no action until 
it has studied the situation. On 27 Feb- 
ruary, Tommy Suharto said BPPC would 
agree to burn half of its own stocks as 
well 

BPPC said its stocks of cloves now 
stand at 170,000 tonnes, up from about 
90,000 tonnes when the agency was cre- 
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ranks of Philippine corporations. 

Archie King's pioneering approe 
his business is nothing new for the f: 
His father Angelo King started the F 
pines' first chain of short-time mot 
1972, locating his properties near th 
doors of the nightclubs and casino: 
lined Roxas Boulevard during the ha 
days of Marcos rule. 

By the time he retired in 1986, A 
King had eight motels under the . 
Lodge banner and an estimated 50% 
of the Metro Manila market. Satisfiec 
the industry was moving in his dire 
the elder King retired to devote his ti 
charity. He recently endowed a ma 
ment chair at De La Salle University. 

Unusually for an ethnic Chines 
triarch, Angelo King split his empire c 
the middle, handing over four prop 
to Archie and four to Wyden. "My f 
wasn't the type to be both manage 
cashier,” Archie King says. “He had 
ern ideas about business." 

So does Archie King. His top sti 
talk about yield management and 
tomer segmentation. Victoria Court': 
employees get training and pep talks 
Velhagen. The company has a mi: 
statement entitled "Pursuit of Excelle 
and runs swanky advertising campai; 

Meanwhile, prospects are looking 
In addition to winning the imprimat 
the Ministry of Tourism, Victoria Cour 
signed contracts with Philippine Air 
and Pakistan Airlines to provide lay- 
lodging. And its suites have hosted 
meetings for San Miguel and get-toge 
for the Rotary Club and the Jaycees. 
parties are also becoming popular. 
cently, the wives of Australian Emt 
staffers and their friends stopped by 
booze-up and a jacuzzi. 


BPPC's plight on the unwillingness « 
kretek makers to buy cloves from th 
monopoly. He says BPPC is not able t 
pay interest on the Rps 750 billio 
(US$375 million) in subsidised loans e» 
tended to it by Bank Indonesia (Bi, th 
central bank). 

The agency has from the beginnin 
been criticised as being economicall 
unworkable. By doubling the price c 
cloves paid to farmers and quadruplin, 
the price charged to kretek makers, i 
greatly worsened an oversupply situe 


tion by swelling supply and depressin; 





VI ATION 


'reedom to fly 


)ngkong under pressure from US for more access 


Michael Westlake in Hongkong 


s Hongkong-US talks on aviation 
Y rights drag on with little sign of 
agreement, the colony is coming 
ler intense pressure to make more con- 
sions than it can ever expect in return, 
uistry sources say. The nub of the matter 
so-called fifth freedoms — the right to 
ry passengers to places beyond or be- 
en flights’ ultimate starting and finish- 
points. Four rounds of talks on a new 
service agreement (ASA) have proved 
tless, and observers see little chance of 
ching a new ASA at the fifth round later 
month. 
The US appears heavy-handed in its 
»roach to the negotiations. To prepare 
ground, United Airlines of the US has 
n dropping hints that Hongkong's 
ition as an aviation hub is under threat. 
si, in February, Hongkong-based 
merican Chamber of Commerce repre- 
ative Roy Delbyck told the Hongkong 
*rnational Aerospace Forum that a US$1 
Son earnings imbalance in favour of US 
ines flying to Hongkong was to 
mgkong’s benefit in terms of overall 
de. 
Similar tactics were used against Thai- 
1 in 1989, resulting in the Thais giving 
ice of termination of the two countries’ 
», which expired in November 1990. 
ze then, flights between the two coun- 
»s have operated under a temporary 
mit freezing the number of services 
Mile negotiators attempt to thrash out a 
W ASA. 
lin the arguments which led to the split, 
US was arguing that Thai Airways In- 
saational had unlimited access to various 
nts in the US under an open-skies 
icy. But the Thais argued that the US 
s hiding behind a lack of capacity at 
-yo’s Narita airport in denying Thai ac- 
s to more US destinations. While US 
iers can serve much of Asia via Tokyo, 
i Airways’ access to the US via Tokyo 
»mited. 
MWorse, according to the Thais, 80% or 
wre of the US airlines’ traffic through 


rating itself from 24 British ASAs in the run- 
up to 1997 — six have been signed and 
details of a further eight have been agreed 
upon. 

The US was among the first countries to 
voice support for Hongkong following the 
1984 Sino-British agreement returning sov- 
ereignty over the territory to China. But 
now US officials are demanding greater 
access to fifth-freedom rights to and 
through Hongkong, while the colony sees 
the US stance as unfair. 

The present balance of scheduled pas- 
senger and cargo flights is seven a week by 
Cathay versus 70 a week by six US carri- 
ers. This will rise to nine for Cathay and 77 
for the US. This produces an imbalance of 
earnings of about US$! billion a year in 
favour of the US side, a figure which 
Cathay freely admits it cannot match. 

But while Cathay professes a lack of 
concern about the earnings imbalance, the 
carrier is concerned with what it says is an 


= CATHAY PACIFIC 





imbalance of earnings with the US. 


imbalance of opportunities in the current 
ASA, 

The US side argues that Hongkong's 
attitude to aviation rights is old-fashioned. 
That may be so, but the system of ASAs is 
based on rules set up in 1944 under which 
aviation rights are traded between coun- 


designated by their governments can oper- 
ate as many services as they like between 
the two points. 

But in the Hongkong view, US airlines 
have a big advantage in being able to use 
Tokyo as, in effect, an offshore US airport. 
This is because it gained full aviation rights 
there at the end of World War II, when the 
US was the occupying power. 

The US carriers can, thus, start flights 
from any point within the US, go to Tokyo 
and, still with full traffic rights from each 
point, ultimately arrive in Hongkong. “The 
US carriers have a marginal costing exer- 
cise,” one observer says. 

Having expanded to serve trans-Pacific 
routes much later than the US carriers, 
most of Asia's airlines have no such ad- 
vantage. They have to negotiate fifth-free- 
dom rights through Tokyo with Japan as 
well as with the US. And Tokyo's airport 
capacity is severely restricted. 

Also, Cathay can fly no further in the 
US than designated points on the West 
Coast. It flies daily non-stop to Los Ange- 
les and has (unused) rights to fly to An- 
chorage, San Francisco and Seattle, as well 
as to Honolulu. 

But neither Cathay nor any non-US 
airline can pick up passengers between 
points inside the US. Such routes would be 
the US equivalent of fifth-freedom routes 
involving Hongkong, but they are forbid: 
den to foreign carriers as being domestic 
operations. 

The US can, thus, offer Hongkong carri: 
ers either like for like (fifth-freedom right: 
beyond the US to Canada, Mexico or Soutl 
America, little of which Cathay finds inter 
esting) or other points in the US. But while 
Cathay would like to add Chicago anc 
New York to its network, it would have t 
serve them via an intermediate point sucl 
as Anchorage to refuel — with no rights t 
pick up passengers there. 

The US position is that extra fifth-free 
dom rights to and from Hongkong wouk 
enhance competition and bring lower fares 
For its part, Cathay argues that it alread) 
encounters competition on US routes fron 
Asian as well as US carriers. Japan Airline: 
Korean Air and China Airlines can all carr 
Hongkong-US traffic via their home base: 
with part of the cost of service covered b 
other traffic on each sector of the tot 
routes. 

At base, the disagreement reflects di 
fering attitudes about how much liberal 
sation is a good thing, and at what pace 
should proceed. The US says that domest 
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COMPANIES 1 


Green fingers 


Indonesias Prajogo proves that money grows on trees 





By Adam Schwarz and 
Jonathan Friedland in Jakarta 

Indonesian timber baron 
Prajogo Pangestu is not 
afraid to think big. In the 
past 16 years, the 47-year- 
old son of a rubber farmer 
from Kalimantan has with 
the help of Japanese trading companies 
built the world's largest plywood opera- 
tion. His Barito Pacific Group controls 
natural forest lands equal in size to Swit- 
zerland and is planting trees in an area 
about 10 times the size of Singapore. 

The modest Prajogo still entertains 
visitors in a threadbare Jakarta office rather 
than the new office tower that houses 
Barito's headquarters. Yet through his 
group, he controls 5.5 million ha of forest 
and associated wood-production facilities 
which together are valued at about US$5-6 
billion. Barito also has interests in prop- 
erty, plantations, chemicals and banking. 
But while it remains largely a one-man 
show, size alone puts it into the ranks of 
East Asia's corporate elite. 





Prajogo opens up the hinterland 
— Ne EH (Co 





In the past five years, the reclusive tim- 
ber boss has rocketed to stardom from 
obscurity for two principal reasons. Barito 
has played a major role in Indonesia's 
drive to bolster non-oil exports. The group 
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one sixth of Indonesia’s wood exports and 
3.5% of non-oil exports. 

Mindful of efforts by environmentalists 
to slow the harvesting of tropical rainfor- 
ests, Prajogo is using the cash generated 
from Barito’s logging and plywood mills 
to branch out into petrochemicals, pulp- 
and-paper production and perennial-crop 
plantations. Despite government policies 
announced in September 1991 to reduce 
Indonesia's overseas borrowings, Prajogo 
is determined to go ahead with US$3.5 bil- 
lion of project spending that will make 
Barito a major player in all three sectors. 

"Prajogo is in a race against time," a 
well-placed observer says. "The plywood 
industry's lifespan in Indonesia is quite 
short. He has to diversify quickly." 

The centrepiece of Prajogo's strategy is 
a controversial US$1.8 billion olefins com- 
plex, which could be Indonesia's first ope- 
ration to make the main ingredients of 
plastic. It could also be the largest petro- 
chemical project undertaken by a private 
consortium in the country. The govern- 
ment recently announced that this project, 
known as Chandra Asri, would be post- 


poned at least until 1995. However, Prajogo 
and Chandra Asri's other shareholders — 
which include the president's second son, 
Bambang Trihatmodjo — are working be- 
hind the scenes to resurrect the project. 
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Barito and its partners also have 2 
ha planted with oil palm, sugar anı 
ber throughout the archipelago. E 
year 2000, Barito will join giants sı 
Salim Group, Sinar Mas and Astra 
national as one of the world’s b 
planters. Suharto's daughter Siti Han 
Rukmana has a stake in several 
plantations and its pulp project. 

In sharp contrast to many other In 
sian businessmen, Prajogo appears 
unfazed by the government's restri 
on offshore borrowing and its clamp 
on domestic liquidity. Business riva 
Prajogo can move ahead apparentl 
daunted largely because of his close : 
Indonesia's first family. 

Prajogo's relationship with the Su 
family is unusual. Unlike other bus 
men who used political connections 
quire seed capital for their busines: 
pires, Prajogo “was a capitalist long t 
he became a crony,” a businessman 
to the timber baron says. 

Prajogo plays down the benefits « 
links to the first family. In his first 
view with a foreign publication, Pr 
said the relationship is not built arou1 
vours given to Suharto's children. H« 
the president appreciates Barito's c 
bution to the development of areas i 
donesia neglected by most other cong 
erates. 

Indeed, with an estimated US$1.! 
lion in 1991 revenue and 60,000 wor 
Barito is one of the biggest employe 
rural Indonesia, particularly in Kalima 
Sulawesi and the Moluccas islands 
told, Barito is feeding at least 300,000 
ple in these areas, 150,000 or more of : 
transmigrants from overpopulated Ja 

Prajogo has helped promote dev: 
ment, but he has also stumped up cas 
some less altruistic purposes. He i: 
lieved to be one of two businessmen — 
other being Salim Group chairman | 
Sioe Liong — that covered US$420 mi 
in foreign-exchange losses by Bank Du 
1990-91. The major owners of the b 





) years ago. 
Prajogo's critics argue that he has joined 
zes with the president's children to take 
rantage of their access to government 
itracts and credit. But other observers 
Prajogo's ties to the Suharto family 
re initiated primarily by Trihatmodjo 
|! Rukmana, who sought to draw on 
ito's strong cash flow and to benefit 
m Prajogo's longstanding ties to Japan- 
conglomerates. 
Some businessmen say Prajogo's efforts 
tie up with Suharto's children were 
ven largely by a wish for protection 
from Indonesia's 
highest-pro- 
file timber 

























Prajogo's rise has been remarkable. 
Born into a hardscrabble existence, he 
managed to complete only junior high 
school before going to work in the forestry 
industry in West Kalimantan. By the time 
he was 25, Prajogo had gravitated to 
Banjarmasin in southern Kalimantan. 

In 1969, Prajogo joined Burhan Uray, 
the founder of what during the 1970s be- 
came Indonesia's largest timber concern, 
Djajanti Group. Prajogo, who was put in 
charge of raising the money to fuel 
Djajanti's log-cutting operations, early on 
developed relations with big Japanese 
trading houses such as Mitsubishi Corp., 
Marubeni Corp. and C. Itoh & Co. To this 
day, Japanese trading companies purchase 
about one third of Indonesia’s plywood 
output. 

In 1976, Prajogo branched out on his 
own, purchasing the rights to a 40,000-ha 


velopment, Japanese support was critical 
in helping the company achieve the econo- 
mies of scale necessary to weather low 
wood prices. The group's move into 
Moluccas, where it is the largest private 
employer, came about mainly because 
Mitsubishi handed over a 90,000-ha con- 
cession on Mangole Island for the company 
to exploit on its behalf. 

These strong links to the Japanese con- 
tinue today. Barito's marketing in Japan is 
carried out through the Mitsubishi-Barito 
Club, a group of more than 400 Japanese 
factories and retailers that buy Barito's 
plywood. Barito also has trade-financing 
lines from several Japanese lenders. 

In contrast to his amicable relationship 
with Japanese timber buyers and bankers, 
Prajogo had little luck at first in winning 
support from Indonesia's powerful state 
banks. But things had changed sharply by 
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Marto. Hasan, who 
mds the powerful In- 
vesian Plywood Association (Apkindo), 
utedly made life difficult for Prajogo as 
ito emerged in the early 1980s as a 
enpetitive plywood operation. 
Prajogo says he has a "good relation- 
" with Hasan. But Barito's long-term 
»ply contracts with Japanese trading 
»npanies might not have fitted in with 
Wkindo’s efforts to raise the price of In- 
hesian plywood exports. 
"What is clear is that Prajogo's elevation 
he president's inner circle has not won 
1 many friends among his fellow Chi- 
e-Indonesian businessmen. They be- 
'e Prajogo has been too generous in his 
cessful effort to curry favour with Su- 
to and has raised the expense of win- 
ie the president's patronage. This is be- 


concession. He then expanded by offering 
to cut concessions that were under- 
exploited by their foreign owners. He 
parlayed contacts with the Japanese made 
at Djajanti into capital and equipment for 
cutting down forests, while keeping his 
costs to a minimum by subcontracting out 
the actual tree harvesting to smaller log- 
ging companies. 

Prajogo's financial caution served Barito 
well. In 1980, Indonesia banned the export 
of raw logs in an effort to develop down- 
stream industries such as plywood. For 
smaller timber concerns, the move spelled 
disaster. Raw-wood prices tumbled as the 
export market evaporated. Prajogo homed 
in on his troubled competitors. 

In 1979, Prajogo purchased 411,500 ha 
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1984, when the banks began seeking ou 
Prajogo for help in bailing out timber ope 
rators who had borrowed heavily to be 
come plywood millers — but who ha 
come up short in generating enough ir 
come to service their debts. Bankers sa 
Bapindo, the national-development bani 
and state banks Bank Bumi Daya and B^ 
1946 found themselves stuck with larg 
non-performing loans. 

“Most of the companies he acquire 
had no equity,” a conglomerate chairma 
says. “He took over the bank debts an 
consolidated them, getting a better deal i 
the bargain on interest payments.” 

While little information is available o 
Barito's financial position, analysts believ 
the multitude of new, non-wood inves 
monte has loft the comnanv severe! 
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by other companies closed the window of 
opportunity. Prajogo says he is still plans 
to list Barito on the JSE. 

Still, Barito’s supposed debt problems 
remain a staple of the JSE rumour mill, with 
estimates of the group's debt running up 
to Rps 2 trillion (US$1 billion). Prajogo de- 
nies that the group is in financial trouble, 
and he will not disclose the extent of its 
indebtedness. As with other Indonesian 
family owned conglomerates, Barito's 
equity base is thought to be modest. 

"There are no [debt] problems with the 
wood businesses since they earn foreign 
exchange. The plantations are more prob- 
lematic," Prajogo concedes, "because we 
have to refinance many cheap credits 
originally provided by the central bank." 
Plantation production will not start in most 
cases for several years. 

One of Prajogo's major lenders was the 
Hongkong unit of Bank of Credit & Com- 
merce International (BCC1). The former 
manager of BCCI's Asian operations, Tariq 
Jamil, says Barito "did HK$1.5 billion 
(US$192 million) worth of business with us 
annually." When the bank was shut down 
in July 1991, Barito had US$200 million in 
loans outstanding from BCCI. 

For Prajogo's financial backers, Barito's 
debt is only one of their concerns. A second 
is the businessman's political exposure. In 
Prajogo's non-wood businesses, his for- 
tunes are tied tightly to the Suharto family. 
"Today, Prajogo is on the tiger's back," an 
executive at a Barito competitor says, "but 
if he comes down, the tiger will eat him." 

A third area of unease is Barito's man- 
agement structure. Businessmen close to 
Prajogo say he has begun bringing in pro- 
fessional managers to run the group's new 
businesses. But to an outsider, Barito ap- 
pears to be the archetypal family-run com- 
pany, with one decision-maker at the top 
and lots of administrators. a 
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Forest framework 


Barito’s timber holdings attract controversy 


Barito Pacific Group presi- 
dent Prajogo Pangestu has 
gained notoriety for his 
business empire by diversi- 
fying into big-ticket chemi- 
cal and pulp projects. But 
group earnings have come mostly from a 
meticulously assembled stable of forestry 
concessions, logging mills and plywood 
plants. 

Through Barito, Prajogo is believed to 
control more of the world's tropical rain- 
forests than any other individual. Barito 
possesses exclusive rights to harvest 
densely forested tracts covering 5.5 million 
ha across Indonesia, home to more of the 
globe's rainforests than any other country 
except Brazil. The group's production of 
sawn timber and plywood has soared by 
more than 70% in the past three years. 

Along the way, Barito has earned the 
suspicion of environmentalists. Despite 
government limits on tree felling, environ- 
mentalists say Indonesian loggers are rav- 
aging some of the last great stands of 
rainforest in the world. Some forestry spe- 
cialists say Indonesia is losing up to 300,000 
ha of primary forest annually because of 
improper logging practices. 

Obtaining information about Barito's 
operations is not easy. Despite the impor- 
tance of forestry products to Indonesia — 
they are the country's No. 2 foreign-ex- 
change earner after oil — reliable infor- 
mation is minimal. The blame for this lies 
partly with the Indonesian Plywood As- 





Risks on paper 


A memo dated 8 March 
1991 gives a good idea 
why Prajogo Pangestu is 
confident that his family- 
owned conglomerate, 
Barito Pacific Group, can 
press ahead with plans to build a giant 
nuin-and=naner facility when other coms 





perwork and financing for an industrial- 


tree estate in South Sumatra. The estate is 


to supply wood for the US$1.2 billion 
pulp-and-paper plant, to be called 
Tanjung Enim Lestari (TEL). 

On 
the REVIEW, Suharto wrote to Harahap 
that he should fulfil all af Prainen’e ra- 


sociation (Apkindo), which is ruled t 
Hasan, a confidante of President St 
and a major timber producer in hi: 
right. Hasan views most environmen 
as being stooges for Western timber 
panies out to undercut Indonesia's 
nance in the hardwood-plywood trai 

Hasan, who is widely believed to 
more say in Indonesia's forestry px 
than the Minister of Forestry, takes a 
bative approach to critics on the outs 
well as plywood-mill operators grc 
under Apkindo. Apkindo decides fo 
wood companies how much they 
produce, where they will export a 
what price. Companies that do not f 
directions are dealt with harshly. Acc 
Apkindo data and Indonesia's for 
concession areas is sharply restricted. 

The fact that Barito's wood opere 
are handled by 70 companies make 
sessing their value that much more 
cult, but some estimates can be n 
Barito exported about US$2.5 billic 
plywood from 1987-91 and US$620 m 
in 1991 alone. 

But many bankers believe Barito’s 
ging mills generate almost as much 
enue for the group as do plywood 
panies. Assuming that it costs Barito 2 
US$50 to extract a cubic metre of wooc 
that this quantity is sold to a plywood 
at US$100, the group's 1991 producti 
2.5 million m° of sawn wood generat 
cash flow of about US$125 million. 

Plywood mills need about 2 m’? of v 


By May 1991, at least a part of 
jogo's S e Or Te y 

of Fo: à licence 
— — — to ! 
Hutan Persada, a joint venture bety 
state-forestry company Inhutani II 
Enim Musi Lestari, a Barito subsidiar 
addition to being the t owne 
logging concessions in Indonesia, B. 


virtually ov become the ^ 
player in industrial forest plantation: 
According to , by March 1 
80,000 ha will have been planted. Wi 
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nake 1 m? of plywood. If Barito pays 
3200 for wood, and US$50 in produc- 
i, for every m' of plywood, then at a sell- 
price of US$300, its 1991 plywood pro- 
tion of 1.6 million m° probably resulted 
in additional US$80 million in cash be- 
' deducting interest costs and expenses. 
Estimating Barito's assets is more diffi- 
: because of problems in setting a value 
forestry-concession areas. The value of 
ito-controlled forest land plus its log- 
g and plywood mills and infrastructure 
such as roads, electricity and housing — 
ld be as much as US$5-6 billion. 

[he value of these holdings, however, 
ends partly on the willingness of over- 
s markets to absorb wood products 
n the dwindling supply of rainforests. 
esponse to this threat, the International 
ipical Timber Organisation, of which 
onesia is a member, pledged in 1990 
t all wood production by the year 2000 
uld come from areas in which logging 
's not retard natural regeneration. 
Under Indonesian regulations, forests 
to be developed in a sustainable man- 


Barito’s growing share 
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to November for timber and exports 
all are timber and , which is mainly exported 
Source: Bank Indonesia, Barito, Review Data 


hold a majority of shares and Siti 
Rukmana, President Suharto's 
Ane orina A eate 
made by Barito's ad- 
Ds Mongin — Union Bank 
, to put US$800 million 
———— 
mill. The partners, which are even- 
expected to include at least one for- 
paper pompan will pony up 
$150 million of equity. 
Jne 500,000-tonne-per-annum pulp- 
line will be built in TEL's first 










ner, as loggers are allowed to take only a 
certain number of the biggest trees from 
any given block. But environmentalists and 
forestry specialists say the rules are poorly 
enforced. They say loggers extract and 
damage far more trees than is permitted, 
but accurate figures are not available. 

In July 1991, Barito was fined Rps 11.1 
billion by Forestry Minister Hasjrul 
Harahap for logging outside a concession 
area in East Kalimantan. Barito refused to 
pay the fine, and the matter was dropped. 

Prajogo says Barito loggers encroached 
into a neighbouring concession area be- 
cause the company's area was being en- 
croached upon. He denies charges that 
Barito companies do not adhere to gov- 
ernment regulations. "The rules say we 
have to maintain forest areas in good con- 
dition,” he says. "We are doing that. We 
have never had any problems [with the 
government] over logging practices." 

Some environmentalists are uncon- 
vinced. ^None of Indonesia's logging com- 
panies obey the rules," complains Indro 
Tjahjono, a member of Skephi, a Jakarta- 


, based advocacy group. "Barito isn't any 


worse than the others; it's just the biggest." 

A different problem arises with indus- 
trial-tree estates, which Indonesia is en- 
couraging to deter complaints by environ- 
mentalists and to support a fledgling pulp 
and paper industry. These estates, which 
are meant to be developed on unproduc- 
tive land, are often harvested by small- 
holders who sell wood to nearby pulp 
plants. 

Barito, which has the most ambitious 
industrial-tree project of any Indonesian 
company, has come under fire for its 
treatment of smallholders, particularly in 
South Sumatra. Skephi's Tjahjono said the 
way Barito is using smallholders and 
transmigrants on its estates amounted to 
"modern slavery." m Adam Schwarz 


end of the decade. 
"The response from banks has been 
good," says Morgan Grenfell's Philip 
y, who adds that the advisers are 
selling the first phase financing deal on 
E MO IUE ERN, — 
nancing for TEL "is 
the basis of project cash how” Cr Crotty 
says. “It is not important to make a 


judgment as to whether Barito is 


overextended.” 
While Crotty remains upbeat, pulp-in- 
Pee EE win Pe 


COMPANIES 4 


Personal 
chemistry 


Of all of Prajogo Panges- 
tu’s grandiose plans, none 
is so sorely in need of his 
financial expertise and po- 
litical muscle as the US$1.8 
billion Chandra Asri olefins 
complex. Shareholders were stunned in 
October when the Indonesian Govern- 
ment, citing concerns about a burgeoning 
foreign debt, said the giant project would 
have to be postponed for at least four 
years. 

Nonetheless, hardly anyone in Jakarta's 
business community is betting against the 
project's early return. One reason: the 
stakes are high for Prajogo. 

If the project succeeds, his family- 
owned Barito Pacific Group is instantly 
transformed into a major force in Indone- 
sia^s blossoming, petrochemicals industry. 
If it fails, the group's financial health 
would be put into serious question, and 
Prajogo's reputation — after a meteoric ca- 
reer that has seen few setbacks — would 
be marred. 

When Chandra Asri was first mooted 
in mid-1990, it was hailed as the first 
wholly Indonesian-owned foray into the 
major leagues of upstream petrochemi- 
cal manufacturers. An olefins facility 
cracks naphtha, an oil by-product, 
mostly into ethylene and propylene, the 
basic building blocks for plastic com- 
pounds. 

But Chandra Asri was also viewed 
as little more than a negotiating ploy 





60% of the debt financing needed for the 
TEL The response, however, will 
not be known until final bid documents 
are released. 

Prajogo is apparently not worried that 
the TEL project will be delayed by the 
government crackdown on overseas bor- 
rowing. The timber baron says he has 
won assurances from Team 39, an inter- 
ministerial debt-coordinating group, that 
the falls into the private-sector 
category despite the participation of 
Inhutani in the plantation operation. 
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by Bimantara, a business conglomerate 
controlled by President Suharto's second 
son Bambang Trihatmodjo. At the time, 
Bimantara was negotiating with Royal 
Dutch/Shell Group, the Dutch-British oil 
company, to form a joint-venture olefins 
plant in central Java. State oil giant 
Pertamina and several Japanese companies 
also had shares in the project. 

Bimantara demanded and won a small 
minority stake in Shell's project, but it was 
obviously too small for its liking. “We were 
deeply offended by Shell's attitude," 
Bimantara executive Peter Gontha says. 
"They acted like we were not necessary." 

When Shell failed to meet Bimantara's 
demands, Chandra Asri began to take on a 
life of its own, and the Shell project was 
given low priority at Pertamina's planning 
department. Trihatmodjo and Prajogo 
brought in Henry Pribadi, a relative of 
Liem Sioe Liong's longtime partner, Djuhar 
Sutanto, to round off Chandra Asri's 
shareholding list. 

These plans were set back in October, 
when Coordinating Economy Minister 
Radius Prawiro said about US$70 billion of 
infrastructural and petrochemical projects 
would be postponed at least until 1995 in a 
bid to stem the rise of Indonesia's foreign 
debt and to slow imports. Prawiro set up 
an offshore loan-coordinating group, Team 
39, from which all "state-related projects" 
had to obtain permission before borrowing 
abroad. 

Chandra Asri fell into the Team 39 orbit 
on at least two accounts. It had an agree- 
ment to buy naphtha from state-owned 
Pertamina, and it had borrowed exten- 
sively from Bank Bumi Daya (BBD), a state- 
owned bank. But the government has dis- 
covered that pulling the plug on Chandra 
Asri is much more difficult than it believed. 

Behind the scenes, intensive lobbying 
continues. Chandra Asri's backers say the 
project should be treated differently from 
other postponed petrochemical projects 
because it was already partially con- 
structed. 

In November, Chandra Asri commis- 
sioned consultants to study the project's 
viability. The team, headed by a Harvard 
University professor, says US$500 million 
has already been spent by Chandra Asri. 
The consultants argue that Chandra Asri, 
by substituting domestic production for 
currently imported products, would save 
Indonesia more than US$1 billion during 
the life of the project, even after taking into 
account the costs of construction. 


arrived in Indonesia is unclear. 

The orders were covered by trade in- 
surance issued by Japan's Ministry of In- 
ternational Trade and Industry (Miti). 
Chandra Asri shareholders have made it 
clear to the government that they cannot 
or will not service their commitment to BBD 
unless the project goes ahead. 

This puts the government in an unten- 
able position. If Prawiro grants Chandra 
Asri a waiver from obtaining Team 39 
clearance, he opens the government to 
charges of political favouritism and a raft 
of similar demands from other politically 
well-connected projects also on the post- 
ponement list. But a bankrupted Chandra 
Asri may be worse for Indonesia's eco- 
nomic health than one that continues. 

“A failure to execute [BBD’s] letter of 
credit may trigger Miti's trade insurance. 
This would certainly damage the credit- 
worthiness of the republic,” warned a 4 
February memorandum to 
Prawiro from the govern- 
ment's Advisory Group, 
which consists of merchant 
banks Lazard Freres, 
Lehman Brothers and S. G. 
Warburg. Unless Chandra 
Asri honours its obliga- 
tions, the Advisory Group 
said, "Bank Indonesia [BI, 
central bank] may need to 
consider a possibility of 
extending support to BBD 
in order to avoid instability 
in the financial market.” 

Removing BBD from the 
Chandra Asri equation 
looks easy. Chandra Asri 
executives say the bank 
never put up any money 
towards Chandra Asri in 
the first place. “All that 
money came from the 
Japanese anyway,” an exe- 
cutive says. The chief 
sources of capital, he says, were Marubeni 
Corp. and Industrial Bank of Japan. 

One way forward would be to convert 
Japanese loan capital into equity. If Chan- 
dra Asri can reconfigure itself into a purely 
private project, then the project can go 
ahead without Team 39 approval. But there 
is another catch. While foreign lenders and 
possible investors in Chandra Asri say they 
do not need BBD's money to keep the pro- 
ject going, they want the state-owned bank 
involved just the same. The reason, Chan- 
dra Asri executives say, is that foreign par- 





Prajogo: intensive lobbying. 


make it more manageable. The pla 
downstream facilities on the Chandr 
site have been trimmed. Instead, the 
pany is looking to secure offtake an 
ments with petrochemical projects in 
nesia. Industry observers say these 
mitments are crucial to obtaining fo 
lender support given the expected g 
olefin products in Asia by the mid-1 

One already-secured market is 1 
lita, a polypropylene plant in which 1 
modjo and Prajogo own shares. Try 
needs about 200,000 tonnes annua 
propylene, about two thirds of Ch 
Asri's annual production. Securing m; 
for Chandra Asri's estimated yearly 
ene production of about 550,000 ton 
more difficult. 

More crucial to Chandra Asri's fut 
Petrokimia Nusantara Interindo (PE 
200,000 tonne-a-year polyethylene 
that will open later this year in Wes 
near Chandra Asri': 
PENI, which will 
about 200,000-tonr 
year of ethylene, is n 
ity-owned by British I 
leum, with anothei 
harto son, Sigit Ha 
danto, holding a 25% : 

Chandra Asri inve 
want to see the fat 
PENI and Chandra 
more closely aligned 
cording to documents 
by the REVIEW, discus 
along these lines ar 
ready under way. In 
discussions, Chandra 
has proposed to Britis 
troleum that PENI ta 
20% stake in Chandra 
A consortium of five 
nese companies — N 
beni, Asahi, Nissho 
Corp., Showa Denko 
Tosho — would take 
other 20%, while Chandra Asri's sl 
holders would cut their stake to 60% 
100%. 

Under this proposed restructuring, 
and the Japanese group would each 
US$600 million in loan financing and 
tribute US$100 million in equity. Pra 
Pribadi and Trihatmodjo would contri 
US$300 million in equity and raise a fu 
US$100 million in loans. Chandra 
would cut its annual polyethylene pro 
tion plans to 150,000 tonnes from 30 
tonnes currently. BP Chemicals wouk 
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easons of state 
ticorp report ignored by Philippine Government 


2igoberto Tiglao in Manila 





D resident Corazon Aquino and her 
debt negotiators disregarded the 
recommendations of a committee 
set up last year to investigate allega- 
s of bribery by Citicorp in the financing 
the ill-fated Bataan nuclear power 
ect, sources say. If the findings had 
n accepted, the report could have tor- 
wed the US$5 billion debt-rescheduling 
»ement reached with commercial banks 
20 February. 
Che committee recommended that the 
1256.6 million syndicated loan Citicorp 
f-managed in 1976 should not be in- 
led in the restructuring package, 
iding the result of a suit filed by the 
ippine Government in the US against 
stinghouse Electric Corp. The suit, 
ch went to trial on 2 March, involved 
w Westinghouse, but the committee 
ms that an agreement to restructure the 
Wear-plant loans might “prejudice the 
vernment’s efforts in the New Jersey 
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sources claim that Central Bank Gov- 
er Jose Cuisia, who headed the nego- 
ng team, put pressure on the three 
mittee members to revise their report, 
sch was submitted on 6 February. 
)ne member, Justice Secretary Eduardo 
itenegro, changed his recommendation 
17 February, just as the negotiations 
in with the banks in New York. This 
ears to have given Cuisia a loophole 
ugh which to push the deal. Mon- 
"gro's initial view was that the entire 
» should be excluded from the package. 
later recommended that only the 
$»19.3 million in loans extended by 
-orp be barred from the restructuring. 
"After the talks, Cuisia said Citicorp 
Suntarily” agreed that it would not ten- 
its debt papers for conversion into 
ds under the agreement. 
"An official involved in the cases against 
tinghouse claims, however, that even 
™ Montenegro's change of mind, the 
wmmendation of the majority of the 
mittee — to exclude the entire syndi- 





understanding that they 
could not be used for any 
other purpose than for the 
trial. 

An impasse had 
emerged in the debt-re- 
structuring talks in October 
last year when the banks' 
representatives stuck to a 
position that the nuclear- 
plant debts should be in- 
cluded in the package. A 
committee of the Philippine 
Senate demanded that these 
debts be excluded. Aquino 
then set up the three-man 
committee to look into the 
matter, promising to follow 
the panel's recommendations. 

The committee's main finding is that 
"documents made available show quite 
conclusively that Citicorp displaced Amex 
[American Express Bank] likewise through 
[Herminio] Disini and in close coordina- 
tion with Westinghouse." It recommended 
that legal action be pursued against 
Citicorp. 

American Express Bank was initially 





Cuisia: loophole. 


appointed as lead manager and financial 
adviser for the syndicated loan. Disini was 
the Marcos crony to whom Westinghouse 
allegedly paid US$17.6 million in fees to 
win the contract to build the plant. The 
Manila government claims that these 
"fees" were bribes. 

The committee cites a telex message 
which reported on a meet- 
ing between Marcos and 
three representatives of 
Citicorp on 12 November 
1974. A few days later, the 
financial institution was ap- 
pointed instead of American 
Express Bank as lead-man- 
ager. The committee alleges 
that the acquisition of 
a government contract 
through the use of influence 
violates the country's Anti- 
Graft and Corrupt Practices 
law. 

The committee also al- 
leges that Citicorp, mainly 
through its subsidiary Citi- 
bank, acted as a conduit for 
the remittance of the bribe to Disini's ac- 
count in a Swiss bank, in violation of Phi- 
lippine laws that local residents require the 
approval of the central bank for such dollar 
deposits. 

In response to statements by members 
of the committee, Citibank's Manila office 
says that "not a single shred of evidence" 
has been presented to prove the allegations 
against it. Li 
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Waiting for the call 


Taiwan more confident on Gatt application 


By Julian Baum in Taipei 


aiwan is optimistic that its bid to 

| enter the Gatt is gaining broad 
support from the world trading 
community despite objections from Peking. 
The confidence is based on a growing 
consensus among members of the Geneva- 
based international trade organisation that 
a working group to review Taiwan's ap- 
plication will be established soon. That 
decision could come at the Gatt Council's 
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tiated in talks with individual Gatt mem- 
bers in the coming months. But he says 
there should be no linkage between Tai- 
wan's application and that of China. 

To support its claims to sovereignty of 
Taiwan, however, China has insisted that 
its application be approved first. Peking 
applied to join the Gatt in 1986, but the 
review of its application was delayed after 
the pro-democracy movement was brutally 
suppressed in 1989. It is currently bogged 
down by demands from the US and the 
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formity with Gatt principles. 

The main problem is Peking. China's 
ambassador to Washington, Zhu Qichen, 
said at a Brookings Institute seminar in late 
February that US support for Taiwan's ad- 
mission into international organisations 
contradicts agreements between Peking 
and Washington and is causing conflicts in 
bilateral relations. Zhu's criticism was 
aimed at a decision in July 1991 by Presi- 
dent George Bush to support Taiwan's Gatt 
membership. 

The US support translated into quiet 
lobbying in Geneva and elsewhere to es- 
tablish à working group to review Tai- 
wan's documentation. The formation of a 
working group requires a consensus 
among Gatt members. 

Following the US' lead, the EC has indi- 
cated its support, but in deference to China, 
it is conditional. An EC official says, “There 
will be no initiatives on the question," 
meaning there will be no public support 
for Taiwan. 

“This is a political question rather than 
a technical one," a Gatt official says. "China 
will clearly not want Taiwan in Gatt before 
it becomes a member." 

According to Gatt rules, however, the 
working group should consider Taiwan's 
documentation independently of other ap- 
plications. If the group is neutral, it could 
complete its review in less than six months, 
according to officials at the Board of For- 
eign Trade in Taipei. 

In parallel, negotiations would begin on 
the protocol for Taiwan's admission. These 
would include bilateral and multilateral 
concessions to the 103 contracting parties 
to the Gatt, two thirds of whom would 
have to sign the final protocol before Tai- 
wan was admitted. 

Taiwan's ban on direct trade with China 
would become a problem only if the latter 
was admitted to Gatt first. If China were 
admitted first, it could use Gatt rules to 
force Taiwan to lift its restrictions as a 
precondition of membership. If the two 
countries are admitted simultaneously, 
their commercial ties would have to be 
negotiated before admission. 

Anticipating that the review process 
would begin this year, Taiwan updated its 
1990 application in February with a 
memorandum on its latest economic poli- 
cies. 

Since Gatt admission would be a large 
step away from the political isolation im- 
posed on Taiwan by China, Taipei is using 
its considerable commercial muscle to get 
ble aitant sam al ita ime lime amoena na ila 


HAND 


AIDS at work 


Thailand's Siam Cement is respected as having one of the most progressive m 
agements in the region. But when its executives were asked at a Christmas [ 
seminar how they will deal with employees infected with the AIDS virus HIV, tl 
did not have much of an answer. Like most companies, they had yet to come 
with a policy on this new but pressing problem. 

It is a problem, however, that all Thai businesses — and eventually many in 
rest of Asia — will be forced to address. In Thailand, which so far has the regio 
most visible AIDS epidemic, it is officially estimated that 200-500,000 people . 
already infected with HIV. On average, they will live for 10 years before exhibit 
symptoms of AIDS — and another 18 months before dying. 

Business and industry will not escape the impact of the epidemic. Work-di 
will be lost. Training investment will be wasted. Hospitalisation costs to : 
employer — or insurance premiums for company health schemes — will ri 
Overall, ADs will reduce the country's ability to compete for investment a 
markets. 

The initial reaction of employers is to get rid of HIV-infected workers and 
screen job applicants for signs of the virus. Jon Ungpakorn, who mans a volunt: 
AIDS-counselling service says many callers to his hotline are worried about getti 
jobs. Frequently they ask him to check if a ability employer tests for AIDS. 

Screening out infected workers, however, is not a long-term answer — 1 
sheer number of HIV carriers will make them impossible to ignore. The Dusit Th: 
Hotel group, for example, reported at | 

UTE NIS LETT ME. Christmas seminar that a high proportion 

: applicants for jobs at its new hotel 

iangrai were HIV-infected. (Governme 

estimates are that 5% of men aged 15-49 
Chiangrai are infected.) 

Moreover, in the future employers w 
be legally prevented from turning away H 
carriers. Thailand is preparing legislati 
that will protect carriers from pre-emplc 
ment blood tests, dismissal due to infecti 
and other forms of discrimination. 

Dusit Thani's managers nevertheless « 
pressed legitimate fears, according to thc 
who attended the seminar. If the hotel groi 
employs HIV-infected people, might it n 
lose customers, and possibly uninfect 
employees, too? For though AIDS is n 
transmitted by casual contact, the public 1 
mains extremely frightened of the disease 

What to do, then? First — as companies such as Siam Cement and Dusit Tha 
have done — help AIDS education. Encourage employees to avoid the high-ri: 
behaviour that exposes people to AIDS (in Thailand, this means telling men wl 
they should use condoms when they visit prostitutes) and convince workers thi 
are not at risk from HIV-infected colleagues. Second, accept that a company has 1 
special right to know whether a potential employee is HIV-positive, or to fire 
worker who discovers he has the virus. After all, job seekers are not screened f. 
cancer, or hepatitis, or reckless driving: so why for AIDS? 

However, this still leaves the problem of cost. For this there is no easy answe 
especially as insurance companies are already screening potential customers fi 
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OUR NAME CARRIES A LOT OF WEIGHT. 





It should come as no surprise 


hat HongkongBank links Asia with 
ihe world. We opened our Hong 


Song, Shanghai and London offices 


Le 


Today, as the principal member 
of the HSBC Group, we offer the 
support of the Group’s 1,300 offices 
worldwide, including over 600 in 
Asia. Each giving you advice and 
information from people with on-the- 
spot expertise and knowledge. 

Other HSBC Group companies, 


like Wardley, James Capel and The 





Find out what's behind one of 
the most international banking 
groups in Asia. Contact your nearest 


HongkongBank office. 


SIEMENS 


Versatility and quality — 
siemens in Southeast Asia 


The scope of activities of 
Siemens in Southeast Asia 
extends across a wide 
spectrum of electrical 
engineering and electronics. 
Highlights of recent 
accomplishments include: 
Public telephone switching 
systems in Thailand and the 
Philippines, power generating 
plants in Indonesia and 
singapore, advanced medical 
systems installed in hospitals 
in Hong Kong and Malaysia, 
factory automation equipment 
in Korea and Taiwan. Siemens 
- a name that stands for 
innovative technology, highest 
quality and reliability. 


Well over 6,000 Siemens 
employees throughout the 
region are engaged in 
manufacturing, project 
planning and engineering, 
service and maintenance as 
well as customer training. 
They are dedicated to provide 
the best solutions to any 
application problem, they are 
committed to quality and total 
customer satisfaction. 


Being an integral part of the 
worldwide Siemens 
organization, the regional 
companies have full access to 
the vast resources of one of 
the world's leading 
enterprises. A company with 
annual sales of over US$45 
billion, that spends more than 
US$4.5 billion on R & D and 
that employs 402,000 people 
in 123 countries can offer 
unique solutions, knowhow 
and expertise for your specific 
application requirements. 


Talk to us. Your local Siemens 
representative is only a phone 
call away. 


Siemens (Pte) Ltd 
MCS 

151 Lorong Chuan 
03-01 New Tech Park 
singapore 1955 


or any of the Siemens 
offices in Bangkok, Beijing, 
HongKong, Jakarta, 

Kuala Lumpur, Manila, Seoul 
and Taipei 
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A guaranteed way to 


improve your 
China trade balance. 
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textiles, electronics, transport, banki 


whether you are trading or investin 
reports on a broad range of indus 
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and more. 
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pportunities China 
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. as well 


The CHINA TRADE REPORT shows 
take advantage of the billions of o 
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economy. It 


The CHINA TRADE REPORT also 


The CHINA TRADE REPORT, published 


monthly by the Review Publishin 


tal statistics on the Chinese 


the vi 


ompany, is 
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y leading business 
rmative, most up-to-date newslet- 


executives to essential reading for anyone who watches Chir 


acknowledged b 
be the most info 


ter of its kind. 


We are so sure you will find the CHINA TRAI 


REPORT indispensable, we offer 
back guarantee for an 


you our mone 


y undelivered issues of yo 


The CHINA TRADE REPORT covers all the is- 
sues related to doing business with China, 


subscription should you ever become dissatisfie 


A confidential monthly newsletter. Exclusive to subscriber 
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, fax or phone: Review Publishing Company Limited, G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Tel: (852) 832 8338. 
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OLICIES 


Juestion of faith 
ipan challenges World Bank orthodoxy 


Susumu Awanohara i in n Washington | 


more assertive Japan is flexing, its 
muscle at the World Bank, chal- 
lenging what it views as the insti- 
son's undue faith in market mecha- 
ms. Japanese at the bank are arguing 
t select government intervention can 
imote economic development, too. 
Whey are insisting, with some success, 
World Bank economists examine the 
ative role that the governments of Japan 
East Asian NICs have played in their 
intries' economic development. Implicit 
inis is criticism of the bank's recent blan- 
‘prescription for economic development 
deregulation and liberalisation — at the 
wense of government industrial and 
dit-allocation policies. 
E increasing outspokenness has 
2 tini since last years annual — 





a — Bank of Japan SOUCI 

ushi Mieno argued that government 

^rvention can complement market 

*hanisms to "create the kind of envi- 

"ment in which free markets can func- 
,,CHectiv — 4 





* ing its views on eei more vi- 
^»usly late last year. The first push came 
“en Japan's executive director at the 
wld Bank, Masaki Shiratori, successfully 
sined for the publication of a controver- 
study on the industrial strategy of 
Oth Korea, Indonesia and India. 
he multi-volume study was for inter- 
sase only. It concluded that despite the 
(ess of government intervention in the 
"tries under study, particularly South 
æa, the World Bank had not taken this 
ciently into account when drafting its 
development policies. 
"he study pointed out that the World 
& concentrated on freeing up prices and 
sin nurturing infant industries. It said 
i:bank should focus on increasing the 
Bitutional and technological capabilities 
| eveloping economies in order to inter- 
-> more effectively in the market. 
Many World Bank economists and exe- 
"e directors from the developed world 












tervene in their economies. Corruption in 
these regions could get out of hand if 
governments were given greater discre- 
tion, they argued. At the very least, more 
detailed studies were needed to under- 
stand which policies worked in East Asia. 

All of these groups were against mak- 
ing the study public, out of fear that it 
would be misinterpreted as a change in 
World Bank policy. Shiratori then entered 
the fray, arguing that the study was sound 
and that it should be published. In the end, 
World Bank president Lewis Preston ruled 
that the summary of the study should be 
published without revision. 

Shiratori and Japan's alternate director, 
Kiyoshi Kodera, have also freely expressed 
support for subsidised loans by developing 
governments, which are often rejected out 
of hand when financial-sector reform is 
discussed at World Bank board meetings. 
In recent years, the institution has held to 
the belief that interest rates should reflect 
the scarcity value of capital; governments 
should not intervene, and financial market 
deregulation should be encouraged. 


The Japanese criticise the World Bank 
for making financial-sector deregulation an 
objective in itself. In their opinion, it should 
be a means for economic development. 
They point out that Japan subsidised credit 
to selected sectors — basic industries and 
small businesses, for example — which 
would otherwise have had to pay high in- 
terest rates. That policy has worked. 

In addition, the Japanese still believe in 
international financial institutions provid- 
ing soft “two-step credit,” first to recipient 
countries' development banks that on-lend 
the funds to targeted industries on easy 
terms. This approach, too, is out of fashion 
at the World Bank. 

Growing assertiveness among Japanese 
officials at the World Bank is linked to the 
feeling at Japan's Finance Ministry that the 
Japanese economy represents a unique 
system with a logic of its own. This has 
fostered a belief that Japan need not always 
follow the Western lead "in subservient 
pandering to US demands," says à senior 
Finance Ministry official. 

Indeed, the Japanese have convinced 
Preston to undertake a major study of gov- 
ernment intervention in the industrial, fi- 
nancial, trade and labour policies of Japan 
and other East Asian countries. Other 
studies on Japan's development experience 
— the bank system, small industries and 
export subsidies — are already under way. 
The latter reports are partly financed by 
special Japanese contributions. * 
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Retreat to China 


- Bank of Japan sees change in Hongkongs role 


By Anthony Rowley in Tokyo 


he future of Hongkong a as seen 
! through Japanese eyes — more spe- 
cifically, those of the Bank of Japan 
(BOJ, the central bank) — is quite rosy, 
though the colony's increasing importance 
as a China entrepot will be matched by its 
relative decline as an Asian regional fi- 
nancial centre. 
. Japanese business interest in Hong- 
kong's future has grown sharply with the 
_. build-up of the Japanese economic pres- 
~ ence in the colony. The Boj has responded 
.. by producing a special report on Hong- 
' kong's future, published only in Japanese. 
. The report plays down the political 
< risks, provided that Hongkong continues 
to adapt to meet the needs of China rather 
~ than those of Asia in general. Since Japan- 
ese business regards Hongkong essentially 
. asa gateway to China, this obviously suits 
Japan's interests, too. 
. The Boj makes what it calls the bold 
_ prediction that Hongkong “will become 
-= more a financial centre of China — espe- 
. Cially Overseas Chinese economic circles — 
than an Asian financial centre" as the 1997 
¿ handover to China approaches. 
^ Hongkong is viewed by some BOJ offi- 


cials as essentially part of a "growth trian- 
gle" embracing Guangdong province plus 
Taiwan and Fujian province. This, they 
suggest, will be the fastest-growing area in 
Asia during the 1990s. The colony will be 
the focus of this area because 60% of total 
foreign direct investment in China is 
channelled through the territory, as well as 
60-70% of all bank loans. 

Japan will continue to channel yen loans 
to Chinese state entities direct to Peking, 
but Japanese commercial loans to China 
will be directed via Hongkong, BOJ officials 
suggest. Shanghai probably cannot hope to 
challenge Hongkong's role in the foresee- 
able future, they add. 

But the BOJ warns that the Hongkong 
Government must pay more attention to 

"stabilising" the colony's financial system 
and the Hongkong dollar through some 
form of central bank mechanism. 

One element of the Boy’s analysis which 
may not be welcomed by Hongkong au- 
thorities is the emphasis which Japanese 
banks — of which 60 have a presence in 
the colony — are likely to place on retail 
business rather than financing infrastruc- 
tural projects. According to BOJ sources, 
Japanese commercial banks are eager to do 
retail and real-estate financing in Hong- 


kong. They are especially anxious to 
the huge short-term transactional ba 
which wealthy Overseas Chinese m: 
with Hongkong banks. 

But they are considerably less er 
astic about financing the new airpor 
tainer port and similar projects. This i 
partly because of the 1997 issue and ; 
ese banks' insistence on having loan 
antees from Peking. Another reason 
banks’ fears of what they call the ^ 
pic business" syndrome — a public- 
construction boom followed by a dr: 
fall in business activity. 

Meanwhile, Hongkong's merit a: 
gional financial centre will continue 
minish, according to the BOJ. One rea 
that the "positive non-interventio: 
practised by Hongkong is being mz 
by increasing liberalisation elsewher 

Another is that the market for : 
cated bank loans to Asean and to cot 
like South Korea and Taiwan — 8 
which has been handled through | 
kong — is shrinking as sovereign bc 
ers repay loans. In turn, the rivali 
tween Hongkong and Singapore | 
gional lending capitals will diminisl 
gapore's value as a financial centr 
continue to be mainly in the sphere « 
eign exchange and treasury operatio 

The BOJ concedes that Hongkon; 
tinues to outpace Singapore as a ceni 
underwriting and placement of secu 
largely because of the sheer size of t 
ternational financial presence in the « 
But Hongkong needs to modernis 
improve its securities markets, notab 


bond market, the BOJ suggests. 








NANCE 


Vhen the 
iusic stops 


M Rowley in Tokyo 


 apanese money games are played 
without well-defined legal or account- 
ing rules. And when disputes arise 
/ can get nasty — as shown by a recent 
te of legal actions over tobashi, a 
:hanism for registering stock-price 
1s. 
Ake zaiteku (financial engineering) and 
scandalous compensation deals offered 
Japanese brokers to favoured clients, 
ashi was sustainable so long as stock 
es kept moving up. Now that the music 
stopped on the Tokyo Stock Exchange, 
kers are trying to renege on tobashi 
fs. Unusually for Japan, this has re- 
ied in recourse to arbitration and to the 
ts, which might signal changes in do- 
business the Japanese way. 
m the past year, the Tokyo District 
art has adjudicated 61 tobashi disputes, 
‘ving Y54 billion (US$425 million). 
nty-five securities companies are in- 
ved, including the Big Four — Nomura, 
wa, Nikko and Yamaichi. 
But what has brought tobashi into the 
lines has been the size of a case in- 
ing a Y41.5 billion out-of-court settle- 
mt between second-line brokerage 
mo Securities and restaurant-chain 
'ator Skylark Co. 
^ Cosmo manager allegedly sold 30- 
' US bonds to Skylark for about 10 
»s their market value, with a promise to 
them back before the end of Skylark's 
acial year. The buy-back price guaran- 
Skylark a ¥2 billion profit; meanwhile, 
Cosmo manager was able to cover in- 
ament losses made elsewhere. 

When the Cosmo manager was unable 
nd a buyer for the bonds, Skylark filed 
wsuit in Tokyo Summary Court. 
no finally agreed to repurchase the 
is at their original price plus a reduced 

million profit for Skylark. 
his was no one-off incident. In Daiwa’s 
, two clients were involved. One, 
ru Land, agreed to buy from the other 
r ¥3.5 billion — stocks and bonds with 
irent value of ¥1.5 billion. Daiwa un- 
ok to buy them back within 13 days 
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ECONOMIC MONITOR: 


CHINA 


Warm glow 


mid a flurry of self-congratula- 
tion, China has entered the Year 
of the Monkey in an expansion- 
ary mood. The economic-re- 
trenchment policies of the past few years 
have accomplished their mission, say offi- 
cials. Enterprises can look forward to more 
liberal investment and import policies. 
Recently released 1991 statistics bolster 
the case that China has turned the corner. 
Real GNP finished the year showing a 7% 
increase to Rmb 1.96 trillion (US$360 bil- 
lion). Both retail sales and industrial pro- 
duction picked up smartly, growing by 
13.2% to Rmb 940 billion and 12.9% to Rmb 
2.3 trillion, respectively. The biggest gains 
were in the latter half of the year. 
Stockpiled goods in state enterprises 
were reduced to Rmb 110 billion, down by 
Rmb 23 billion from mid-1991. Overall, en- 
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terprise losses were reduced by 7%. Instead 
of growing by 19%, as they had in the first 
half, the losses slowed down to a 3.6% rate 
of increase from July to December. 

Still, state-sector firms underperformed 
the rest of the economy. Their output grew 
by only 8.4%, compared with 19% for col- 
lectives. State-sector retail sales increased 
by 14%, versus 24% for joint commercial 
retailers and 18% for private vendors. 

Agricultural output grew more slowly 
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profits collected by the government — the 
mainstay of state revenue — increased by 
9.8%. Tax receipts, at Rmb 233 billion, 
topped the budgeted target by Rmb 3 bil- 
lion. Taxes collected from the private sec- 
tor, totalling Rmb 17 billion, notched up an 
8% increase over 1990. 

The government seems ready to plough 
much of this revenue back into industry. 
Investment in fixed assets increased 22% in 
1991, while bank loans rose to Rmb 290 
billion. 

That could bode ill for inflation, which 
rose by 3.3% last year according, to official 
figures, but this could be understated. In 
addition to money-supply increases, infla- 
tion in 1991 was fuelled by state-adminis- 
tered price rises of oil and petroleum pro- 
ducts, rolled steel, rail freight and grain. 
Further rises are likely in 1992. 

In the country’s 35 biggest cities, the 
cost of living rose by nearly 8%, while the 
labour-intensive service component of the 
urban price index notched up a 16% in- 
crease. This reflects the general rise in ur- 
ban wages, which outpaced overall pro- 
ductivity growth. Per-capita income for 
city dwellers rose by 8% in real terms. 

China’s total two-way trade notched up 
a 17.5% increase to US$136 billion, with a 
net surplus of US$12.5 billion in 1991. The 
growth of imports, at 19.5%, outpaced that 
of exports at 15.8%. Peking hopes this 
might help defuse protectionist sentiment 
in the US. 

But the US trailed the league in terms of 
Chinese-import growth rates. US imports 
into China increased by 21%, compared 
with 23% for Hongkong, 29% for Asean 
and 32% for Japan. Only the EC underper- 
formed the US, with virtually flat imports. 

The vibrancy of China's trade sector 
was demonstrated once again by the an- 
nual results for the five coastal special eco- 
nomic zones. Their industrial output rose 
by 56% to more than Rmb 50 billion. Dur- 
ing 1991, they collectively signed nearly 
US$3 billion worth of foreign-funded con- 
tracts, up 60% from the previous year. This 
represents more than a quarter of China's 
nationwide total. 

The "managed float" of the local cur- 
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Dirt on the runway 


lag carrier Thai Airways Interna- 
tional is going public, a year after 
it was officially listed on the Stock 
Exchange of Thailand (SET). One 
hundred million shares with a face value 
of Baht 10 (40 US cents), representing 7.3% 
of capital in the company, are being offered 
to the public. 

Five million shares have been reserved 
for Thai employees priced at par; 40 million 
shares are being offered to the general 
public at Baht 60 each with a guarantee 
that 200,000 subscribers will receive 200 
shares each; and the other 55 million shares 
are being placed through underwriters at 
Baht 60. The subscription period is 16-27 
March. 

The attempt at a broad-based offering is 
an admirable sign of progress in Thailand. 
But unfortunately somebody is trying to 
spoil the whole process and sully the name 
of Thai's chairman, Air Chief Marshall 
Kaset Rojananin. 

Out of the 55 million shares placed 
through underwriters, “up to 15 million" 
are to be offered to foreign investors, says 
Thai. The exact amount was not estab- 
lished at the time of the underwriting 
agreement, and a week later it appeared 
that very few, if any, shares were on offer 
by local brokers to their foreign clients. 

This is surprising, since demand for the 
stock from local punters has not been in- 
tense. Domestic investors are wary of Thai 
Airways' stock, because "there is nobody 
to ramp it," says one. They have come to 
expect initial public offers to bring them an 
immediate capital gain of at least 50% 
when trading starts. 

On fundamentals, Thai Airways is 
overvalued at 16 times prospective earn- 
ings (against nine or so for Hongkong's 
Cathay Pacific, notwithstanding different 
accounting policies from Thai). Despite 
this, foreign fund managers want to buy 
Thai Airways' stock to ensure they have 
adequate exposure to the SET index, even if 
it comes at a premium. 

Yet the ink had hardly dried on the 25 
February underwriting agreement when 5- 
6 million shares of Thai were being offered 
privately to foreign brokers by individuals 
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large lot to break up the sale over several 
accounts to hide the transfer of big blocks 
of shares. 

Many stockbrokers are taking the grey- 
market offer seriously. For one thing, the 
proposed allotment of "up to 15 million 
shares" to foreign subscribers were not to 
be found anywhere else. The brokers were 
only uncomfortable about the lack of a 
clearly defined settlement plan. Apparently 
some agreed to buy Thai stock, though that 
could not be confirmed. 

In any case, the people offering the 
stock claimed their 5-6 million shares were 
taken up within a week. If so, they made a 
healthy profit for a few days' work. Some 
say that local brokers are creating a grey- 
market price; others suggest the moves are 
part of a campaign to besmirch Kaset's 
name. 

In the process, Thai's plan for an above- 
board, broad-based offer has been 
smeared. Shroff hopes Thai will try to clear 
the air in the time left before the offer is 
completed. 


A new law to restructure Thailand's securi- 
ties industry will establish a Securities Ex- 
change Commission (SEC), a move that has 
been welcomed in Bangkok. 

In reflection of their traditional distrust 
of the private sector, Thai technocrats have 
placed the SEC firmly under the control of 
the Ministry of Finance. The minister will 
be the SEC chairman and the commission 
will include the central bank governor and 
the top bureaucrats in the finance and 
commerce ministries. The Thai cabinet will 
appoint up to six professionals to the SEC 
board. 

Confidence in the setup has been 
boosted by the nomination of deputy cen- 
tral bank governor Ekamol Kiriwat to run 
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the SEC. Ekamol's ability to work with 
nessmen, rather than against the 
widely respected. 

This is all very well, but the c 
question is whether the commissio 
use the paper powers at its disposal. 
all, the Stock Exchange of Thailand (: 
also a watchdog with teeth, but in a 
ity, it is as frightened as a pampered 
dle. 

Take the case of Bangkok Bank's s 
At the end of January, rumours sprea 
the bank was to split its shares, red 
the par value from Baht 100 to Ba 
Although this should have no effe 
fundamentals, Thai investors often rc 
such news by pushing up a cou: 
shares in the belief that greater liq 
should help the stock price. 

In fact, share analysts and invi 
close to the bank were told the nev 
rectly by the company. When the r« 
spread in the second week of Februar 
bank's share price soared. Only the 
the SET make an enquiry. 

On 13 February, Bangkok Bank dt 
in an official statement to the SET, thi 
issue of a share split was on the agen 
its 27 February board meeting. Low 
behold, the bank decided at the meet 
go ahead with the split. 

While Bangkok Bank was thumbi 
nose at the SET, president Chatri S 
npanich was telling investors that his 
would not have to raise capital for e 
ple years, a bullish sign for the share 
But by the end of February, Chatr 
others at the bank were saying that th« 
capital-adequacy rules from the ce 
bank could force it to raise capital. 

All the while, local brokers alleg: 
the bank's share price has been ma 
lated up and down. Indeed, over the 
two months, SET trading has been « 
nated by blatant, sharp movements i 
price of Bangkok Bank and newly 
Bangkok Land. 

Despite this, the SET has taken alme 
action at all. It has grumbled, but sl 
no inclination to sanction the bank. 
should cause little surprise. Last year, 
tempted to sanction a small pineapple 
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RIEFING 


iailand amends patent laws 
avoid US trade retaliation 


Thailand on 27 February extended 
ater patent protection to 

irmaceutical products after years of US 
ssure. The new law, which goes into 
ect in 180 days, came just before US 

le retaliation was expected. For the 

t two years, the issue had contributed 
Fhailand being ranked as a leading 
'llectual-property violator by 
shington. 


5 slaps tariffs on Japan 
ws from Canada 


The Bush administration on 2 March 
x1 that Honda owes the US 

wernment millions of dollars in import 
ies because the cars it makes in 

mada for the US market do not contain 
ugh North American parts to qualify 
tariff-free treatment. Under the free 

Me agreement between the US and 

^ada, cars manufactured in either 

antry are exempt from duties if at least 
' their content comes from either 

Kon. The US Customs Service says the 
"th American content of Honda Civics 
le in Ontario stands at 46%. Honda 
ntains it is 69%. 


lonesian banks to set up 
"aring. settlement agency 

ndonesia's seven state-owned banks 

establish a clearing-and-settlement 
ancy to support the newly privatised 
marta Stock Exchange (JSE). Hasan Zein 


1mud, the JSE president, said the banks 


ild put up Rps 5 billion (US$2.5 
ion) in equity. Other investors may 
: be invited to join. Hasan said the 
wks would run the clearing house for 
years before turning over operating 
onsibility to the JSE. 


studies Mitsubishi stake 
Volvo's Dutch unit 

‘he EC is investigating charges the 
wch Government has paid subsidies to 
»act an investment by Japan's 
ubishi Motors in the Dutch unit of 

dish carmaker Volvo. The EC is 

'erned that Dutch authorities may 


detailed inquiry by the EC into Japanese 


investments in the European car 
industry. 


Vietnam to construct 
north-south power line 


P Vietnam is to build a 500-kilovolt, 
1,500-km power line to establish a power 
grid linking Ho Chi Minh City in the 
south with the Hoa Binh hydroelectric 
station in the north. The line will bring 
electricity to the country's power-starved 
southern economic hub, which suffers 
brownouts of up to four days a week 
during the dry season. To finance the 
US$260 million project, Hanoi will borrow 
US$190 million from foreign banks and 
sell gold-backed Treasury bonds to the 
public. 


Business indicators 
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Citibank, Standard Chartered 
seek Indian fund licences 

> Two foreign banks have taken early 
advantage of India's decision to allow 


private-sector mutual funds to compete 
with state-run unit trusts. Citibank of the 


US and Britain's Standard Chartered Bank 


have applied to the Securities and 


DA ODNIH 


Exchange Board of India for permission to 


set up asset-management units. 


Seoul gives go-ahead 
for new Hyundai bonds 
> The South Korean Government has 


* +t vf var 


have lent to the Hyundai group and that 
the Securities Supervisory Board approve 
Hyundai's pending Won 375 billion of 
stock and bond issues. The Finance 
Ministry has denied singling out 
Hyundai. 


Japan offers tariff cuts 
to spur Gatt negotiations 


9 Japan offered to cut tariffs on 
industrial products to an average of 1.9 
percentage points from current 3.67; 
levels to contribute to a successful 
conclusion of the Uruguay Round of 

the Gatt talks. The proposal would slash 
by 50% tariffs on 6,500 industrial 
products. Current tariff levels would 
remain on non-ferrous metals and lumber 
products. 


Thailand launches bonds 
to refinance sovereign debt 
»> Thailand began a US$300 million bond 
offering on 28 February to help refinance 
a portion of its debt. The issue, which is 
lead-managed by Salomon Brothers of the 
US, carries an interest rate of 8.25% 

able semi-annually and falls due on 15 
March 2002. It is Thailand's second US- 
dollar bond issue. The first, a US$200 
million 8.7% offering, was held in August 
1989. 


Court orders liquidation 

of BCCI’s Hongkong subsidiary 
> Following the collapse of rescue 
attempts involving Lippo Group's 
Hongkong Chinese Bank, a Hongkong 
court on 3 March finally approved the 
liquidation of Bank of Credit and 
Commerce Hongkong. Under the 
liquidation, the bank's 30,000 depositors 
can expect to receive 70-75% of their 
money eventually. 


Volkswagen announces 
Taiwan truck venture. 

> Taiwan's automobile market will 
become more crowded with the 
announcement by Volkswagen of 
Germany and the local Ching Fong 
Group that they will build a NT$5.4 
billion (US$215 million) truck 
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Economic indicators, selected Asian countries 


tOffered rate Source: Telerate, Salomon Brothers 





Economic Growth % (ea (1) 
1991 


Year earlier 
Trade Balance (total merchandise) 


Australia 


3.75 


US$16.53b (Dec) 
US$16.26b 


+US$0.33b (Oct-Dec) 
9b 


China 


45.7 
55-7 


US$41.48b (Oct) 
US$26.67b 
+US$1.88b (Oct-Dec) 
+US$2.61b 
+US$3.82b 


US$22.42b 
+17.5 
+8.4 


US$20.54b 
+24.7 


na. 
na. £ 


-US$0.37b (Nov-Jan) 
+US$0.98b 
-US$0.56b 


3.5-4(4) 
44) 


US$3.63b (Dec) 
US$1.52b 
-US$0.53b (Oct-Dec) 
-US$0.30b 
-US$2.35b 


US$4.14b 
42.6 
-7.0 


US$4.67b 
«7.6 


US$9.26b (Dec) 

US$7 46b 

«US$1.06b/8) (Sept-Nov) 
+US$1.09b 

*US$1 5b 

US$7.35b/8) 

-0.9 

-69 


US$6.30b(8) 
:0.5 


Japan 


3.8 
3.5 


US$72 06b (Dec) 
US$78.50b 


+US$20.40b (Nov-Jan) 
+US$22.86b 
«US$8.65b 


8.6 
8.5 


US$9.88b (A 
US$7.74b 


-US$0.18b (t 
-US$0.74b 
+US$0.01b 





a a New York posts new gains on signs of recovery a a a Tokyo tumbles after 
lue-chip sell-off uuu Hongkong sets new record a a a Straits bourses, Bangkok fall 
s foreign investors pile into Hongkong in week ended 3 March a m m 
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CLASSIFIED ADVERTISEMENTS 





Water and Power Development Authority Irrigation and Power Department 
Government of Pakistan Government of Sindh 


Left Bank Outfall Drain Stage 1 Project 


CIVIL, DREDGING AND TUBEWELL CONTRACTORS 


The US$700 million LBOD Stage | Project will lower water tables and enhance irrigation supplies in a 
2 000 sq km area on the Indus Left Bank, to the north and east of Hyderabad. 2 000 deep tubewells, 2 300 
km of pumped trenched pipe drains, 1 000 km of surface drains, 350 km of major canal improvements, 
and a 1 500 million cu m reservoir are being constructed, through international tender and under FIDIC 
contract conditions. 


The works are in forty separate contracts, half of which are already let. Contracts vary in size up to US$40 
millions, and are being financed in packages by international banks and aid agencies. All should be 
complete by 1997, 


Immediately tenders are invited for the construction of Chotiari Reservoir, to be formed by a 40 km long, 
4 million cu m, embankment, with a 75 cumec outlet structure. Tenderers will be subject to post- 
qualification. Finance is from the Saudi Fund for Development. 


Shortly contractors will be invited to prequalify to tender for five contracts to remodel the 175 km Nara 
Canal to take 600 cumecs. Seven major structures are to be built, and 12 million cu m of dredging is 
needed. IDA are providing the finance. 
Contractors interested in learning more of how they may participate in this exciting project are asked to 
contact: 
Khan Nadir Khan Or R.L. Davies 
Chief Engineer Chief Resident Engineer 
Integrated Management Organisation MMP-NESPAK-ACE 
Tel(92)(0221)652938 Tel(92)(0221)653671 
WAPDA Central Office 
Hussainabad, Hyderabad 
PAKISTAN 
Telex 2260 GMWS PK Fax(92)(0221)653575 





DEGREE COURSE 


Take a Master's degree in Business 

istration (MBA) entirely at home anyv 

the world. Also Bachelors, Maste 

Doctorate programmes in Compu! 

ence, Economics, Education, Engir 

International Law, Languages, Scier 
Uni 


Knightsbridge University 
Dept. FERS, P.O. Box 3, Sudbury 
Suffolk, England. Fax: +44/787-2 


To place your 
classified ad, fax: 


Hong Kong (852) 
8346051 or call: 

Hong Kong 8328 
Singapore 2203 
Tokyo 32700 
Bangkok 3913 
Sydney 3639 
Jakarta 5703 
Taipei 7775 
Manila 8273 
Seoul 78561 
London 3340 
New York 8086! 
Auckland 4130. 








REVIEW CLASSIFIED ADVERTISEMENTS Review Classified Section 


Cost: US$ 70 per column centimeter The classifications available in this section ar 
SEDI TRY: as follows; when booking, please state your 

1 column 41 mm à; = 

2columns 88mm requirements: 

3columns 133mm 

4columns 183mm ; 
Column Depth: minimum 30 mm, maximum 230 mm Appointments Investment Opportunit 
Standard Units: Business Equipment Notices 

1/4 (v) page (230 x 41 mm) US$ 1610 — M 

1/4 (h) page (120 x 88 mm) USS 1680 Business Opportunities Personal 

1/2 (v) page(230 x 88 mm) US$ 3220 Business Services 


1/2 (h) page(120 x 183mm) US$ 3360 
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CRANES FOR SALE 


YEAR TYPE AND MODEL CAPACITY 
LATTICE BOOM TRUCK CRANE 

1975 P&H 6250TC 300T 
HYDRAULIC TRUCK CRANES 

1975 GROVE 1275 125T 

1973-4 P&H T750 (3 off) 75T 

1979 KATO NK650 65T 

1981 P&H T500 50T 

1978 GROVE TMS475LP 50T 
HYDRAULIC R/T CRANES 

1978 GROVE RT75S 50T 

1978 P&H OMEGA 40 40T 
CRAWLER CRANES 

1979 BE 61B (2 off) 110T 

973 30RB Super Crane (3 off) 50T 


For further information Contact: 
John Williams 
AUSTRALIAN PLANT HIRE CO. 
487 PRINCES HWY (P.O. BOX 84) FAIRY MEADOW 
N.S.W. 2519 AUSTRALIA 











COMBINE BRITISH ACADEMIC EXCELLENCE WITH 


DUTCH INTERNATIONAL EXPERTISE FOR YOUR MBA DEGREI 





NIMBAS MRB 3 Bradford 


A NIMBAS-Bradford 
MBA Degree is a powerful boost 
for your business career 


The UK's Bradford University MBA is accepted world- 
wide as proof of top-notch managerial know-how backed 
by finely honed academic excellence. 
Now you can carn this career-enhancing qualification in Europe's 
most dynamic business centres: the Netherlands and Britain, 
in the commercial heart of the European Community. 


e One-year full-time courses for graduate managers 
with two years or more work experience. 


e Two-year courses for recent graduates. 


During their second year these students can combine intensive 
study modules with full-time employment in Europe or the USA. 


NIMBAS assists with residence permits and housing 


NIMBAS 


IHE NETHERLANDS INSTITUTE FOR MBA STUDIES 


For information: Postgraduate Secretary 
NIMBAS, PO Box 2040, 3500 GA Utrecht, The Netherlands 





Telephone: + 31 30 314323 Fax: + 31 30 367320 


(IDD) FAX 61 42 851944 
(IDD) PHONE 61 42 844222 
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COPYRIGHT REPRINTS 


Do you know what 
asset protection and 
enhancement through the use 
of low tax areas can do 
for you and your client? 


he combined efforts of the Far Eastern Economic 
eview's large and highly skilled editorial team have 
aade it the premier source of information for those who 
2 business, or have an interest, in or with Asia. As à 
sumony to the publication's editorial quality, many 
seview articles have, over the years, been reprinted in 
?wspapers, magazines, educational textbooks, news- 
tters etc throughout the world. 


Allow us to enlighte n you. We pr ovde 
ac omprehensive. competetive and 
professinal range of services including: 





fhould you as an editor, publisher or on behalf of an 
'ganisation, educational establishment etc wish to in- 
aire about our reprint and copyright charges, please 
ldress your correspondence to: 


Advice and assistance with immigration 
and financial planning 








Asset protection and enhancement 


through the use ol low tax areas 
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RESEARCH & 


INNOVATION 


Open the gates 


elp is at hand for Asian airports 
that are running out of room. At 
a February conference in Sin- 
gapore, the International Air 
Transport Association warned that nearly 
half the airports in the region may have to 


| turn flights away by 1995 unless substan- 


tial improvements are made. 

“There is too much aluminium and not 
enough concrete,” says Victor Steiner, 
managing director of Preston Group, a 
small Melbourne-based software company. 
In other words, there are too many aircraft 
and too few places to put them. And with 
the volume of air traffic continuing to grow 
rapidly, airports are under pressure to 
make best use of their resources. 

To help them do so, Preston has deve- 
loped a software package called Terminal 
Management System. The main function 
of the package is to automate the allocation 
of an airport's parking space for aircraft. 

In the system's initial application at 
Sydney’s Kingsford Smith Airport, the effi- 
ciency of gate allocation improved 
by 28%. This means that every 
month 4,500 more passengers dis- 
embark from their aircraft through a 
convenient air bridge, instead of 
having to hang around on the 
tarmac waiting for a bus to take 
them to the terminal. 

Success at Kingsford Smith has 
won Preston contracts elsewhere. In 
the past three months, the tiny 35- 
employee company has sold its 
software system to three European 
airports: Manchester, Antwerp and 
London's Heathrow. 

Steiner expects to finalise a contract 


, with a major Southeast Asian airport in 
April. This could be the first of many in the 


region. Even an airport with lots of gates, 
such as Singapore's Changi, could benefit 
from better control. 

Preston's package is based on an expert 
system. This makes decisions on which 
aircraft end up where on the basis of rules 
stored in the computer's memory. 

The rules divide into three categories. 
The most important is mandatory rules, 
such as: "You can't park a 747 in that space 


s: 1! 1 "f x3 M" 


os 


things about each aircraft: when it arrives, 
what it does on the ground and when it 
departs. This information is represented on 
the computer screen in the form of what 
schedulers call a spider chart. 

Formerly, these data webs used to be 
spun on large pieces of paper by over- 
worked specialists wielding pencils, rulers 
and a copious supply of erasers. Charts 
had to be altered by hand each time an 
incoming aircraft was delayed or an out- 
going one needed maintenance, by no 
means infrequent occurrences. 

Today, airports using Preston's soft- 
ware can update a schedule with a few 
keystrokes, and the system automatically 
re-assigns space allocations accordingly. 
Fresh information, such as new gate 
numbers, are fed directly to passengers 
via flight-information displays in the ter- 
minal. 

In addition to its role in determining 
operations, the terminal-management sys- 
tem functions as a planning tool. It can 





Hongkong: too many aircraft. 


simulate the effect of taking a particular 
gate or group of gates out of service. 

From the viewpoint of the long-suffer- 
ing frequent flyer, however, the software's 
most impressive feature is its ability to 
simulate passenger flows. The ground plan 
of an airport is represented graphically on 
the computer screen. So, too, are the air- 
craft arriving at its gates and the passen- 
gers disembarking from them (in the form 
of little blue arrows). 

As these arrows hit immigration booths 


and baggage carousels, blue queues start 


i- Áo nam Thi. all IE sl la ub. w bar 
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gate to exit in 15 minutes, how man 
toms and immigration officials w 
needed? 

Preston is an example of the ne 
of Australian technology. The com 
which is based on research done at 
tralia's Commonwealth Scientific ar 
dustrial Research Organisation (CSIF 
funded by venture capital from A 
Western Pacific and Western Pacif 
vestment, both managed by Advent 
agement Group, a venture-capital 
based in Melbourne. 

The success of the combination i 
nificant for two reasons. One is th; 
CSIRO has long been criticised for its 
lity to commercialise good ideas. The 
is that, until the mid-1980s, there w 
venture capital available in Austral 
hi-tech start-ups 

A third difference is the comp 
resolutely international focus. “Thi 
no business [in Australia] for us," 
Steiner, largely because Preston has al 
met many of the local ma 
needs. 

The company got its start ir 
by providing crew-scheduling 
ware to Australia's national a 
Qantas. Steiner reckons tha 
software recouped the A$5( 
(US$375,000) Qantas paid for 
couple of months. The compar 
since sold a similar package t 
ish Airways. 

A second Preston produ: 
airspace and airport modelle: 
planning tool intended to e 
authorities to evaluate dif 
airport designs and alleviate air-traffi 
gestion. This and the Terminal Ma 
ment System are said to be the 
such products available commer 
As with the Qantas scheduler, a c 
factor for success was the ability to m 
local sale, in this case to the Aust 
Civil Aviation Authority. It has sinc 
the package to the German Govern 

Now the big challenge for Prestor 
crack the US market, the world's la 
Having Sun Microsystems, the wi 
leading maker of workstations, aboar 
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(ur features suggest 


a computer of entirely 





Like other Oe i dual battery system that 
"P different dimensions. [i MUN 
' AeerAny Ware" series have 82^ x 11” footprints. — — without turning the system off. A full-function key- 
* they leave a much bigger impression. board, to eliminate double keystrokes. A 10-inch 


Because weve packed them with the features backlit VGA display thats 22% bigger than most 
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INTRODUCING CATHAY PACIFIC FIRST 





THE PERFECT 
INTERPRETATION OF 


SPACIOUSNESS, FLEXIBILITY 


AND: ABSOLUTE COMFORT. 


SOON : 





OB E REVEALED 


aN ITS ENTIRETY. 





Over the forthcoming months we will 


be introducing an entirely new first class service to our fleet. 


A significant advance in the art of first class travel, CATHAY PACIFIC FIRST has been 


crafted from the ground up to meet the needs of the most discerning international travellers. 


In Hong Kong we have added the largest and best equipped first class lounge in Asia. 
The new look cabins are fresher and more spacious. We've added greater seat pitch and introduced greater 


overall individual fesibility e to our inflight services, including dining and personal televisions. 


All of which create. the KOT world of privilege and recognition that is 


CATHAY Paciric First. The Renaissance of first class travel, 








Home Maid 


Àn immaculately made bed. 
Freshly laundered clothes. 
A spick and span room. 
Everything wiped, dusted 
and vacuumed. Ah, 
the comforts of home. 
Without you ever having to 
lift a finger. The Equatorial. 
A definite home advantage. 
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o's a Canadian? 
reference to Haunted by the past [6 
.] the article states that ". . . the US and 
vada who are paying US$20,000 to each 
anese citizen interned during the war 
! dangerous alien." 
As a Canadian of Japanese ancestry, I 
. this statement needs to be corrected 
ause it confuses people of Japanese an- 
try with Japanese nationals and thus 
interprets the actual reasons for com- 
isation. The main issues in the struggle 
redress in Canada were that the major- 
of the people interned or moved were 
radian citizens; that the government 
; not motivated by genuine security 
cerns, but by greed and racism; and 
t the actions taken against people of 
anese ancestry were actions not of one 
ntry at war with the people of another 
ntry but actions of Canadians against 
iadians. 
t was for reasons such as these I have 
ed that redress was paid as compensa- 
t for the abrogation of civil rights in 


iada. The negotiations that took place . 
e between Canadian citizens and the - 
iadian Government and thus a domes- t 
J 10-year treaty from Manila, but would only 


dispute, not an international one. 


Although I agree that the “comfort 


nen” are entitled to compensation and 


it is an important issue, I feel that to 
ipare their struggle to that of Ameri- 
+ and Canadians of Japanese descent is f 
* misleading. It creates an impression 


the US and Canada compensated the 
:nese, so why shouldn't Japan compen- 

the Koreans? Again I stress that the 
iand Canada compensated their own 
"ens. 

trust that my comments are not falling 
leaf ears. I believe that your magazine 
a excellent source of information and I 
y it very much. 
su Masuda, Fukuoka LISA NAKAMURA 
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iupport from science 


ad with disappointment TRAVELLER'S - 


's [13 Feb]. regarding the imposition of 
lictions on smoking in certain public 
aises and your assertion that “longe- 
Ks conspicuous in high smoking coun- 

-such as Japan.” Japan may have a 


er longevity than many countries, but 
^u compared the «mokino and non. 






cation in the article that smoking is not a 
cause of many preventable illnesses in the 
face of mountains of concrete evidence. It 
is especially ironic that this was published 
in an issue that focused on AIDS — a 
growing problem worldwide, but small 
compared with smoking related diseases. 

One wonders whether your view is 
swayed by your advertisers whose interest 
is to encourage the consumption of their 
tobacco products. Maybe the REVIEW 
should review its advertising policy. Hav- 
ing proven itself to be a magazine that re- 
ports on Asian affairs with apparent im- 
partiality, such comments are ue 
and irresponsible. 


— Mid F, L. HEW 
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Sketchy tales of Subic 

I find it strange that you should show so 
much disdain over reports about Imelda 
Marcos’ campaign. Is the REVIEW's cover- 


age of Philippine affairs, especially the re- 


cent Subic Bay negotiations, that much 


- better? You managed to write a major story 


thout once mentioning that the US was 
trying to have it both ways by wanting a 


promise best efforts to get the payment out 


of US. Congress. 





The US was not prepared to sign a for- 


: mal defence treaty with the Philippines, 


preferring to treat the arrangement as only 


.an executive agreement. Even if the Senate 


had ratified such an arrangement, it would 
have been ultra vires under the 1986 Phi- 
lippine constitution. 

“It took only a handful of Filipinos to 
decide for 31 million of their adult coun- 
trymen . . ." your article began. How pat- 
ronising. How many Americans decided 
on Desert Storm or British the Falklands 
War? 

Where was the REVIEW's historical per- 
spective? The imposition of American rule 
in the Philippines was marked by lofty US 
sentiment, treachery and perhaps 500,000 


Filipino dead when the people waged a 


bitter guerilla war for almost a decade to 
drive out their new colonial masters. They 
had very good reasons for wanting an end 
to American military presence. 

Derek Davies' tales were at least mildly 
amusing. This was self-indulgent. 


Tamer RA X4 OUT AKAD 


up a local workforce. 
| Singapore Group Corporate Affairs Mana 


_ In reference to the COVER STORY on Lini ] 


EDITOR 


Firstly, it stated that "unlike Bintan, 
[Karimun] has no deep natural harbour, 
making it difficult, at present, to receive 
tankers.” On the contrary, one of Kari- 
murn's main attractions is its deep waters 
of at least 15 m. In fact, the waters off 
Karimun Kecil have a depth of more than 
25 m to accommodate VLCCs. 

Secondly, the article stated that "the 
other major disadvantage of Karimun, 
which has a population of only 60,000, is 
its lack of skilled labour." Please note that 
labour resources will be drawn from all 
parts of Indonesia, as in the case of the 
Batam Industrial Park. While Indonesia 
may not have abundant skilled labour, it is 
our intention to provide training to build 
LINDA CHEE 
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A matter of time 


Siang [5 Mar.], the statement that "Lim 
joined the party as a founder member in 
1965" and "as political secretary to Devan 
Nair, he was part of the political circle 
around Lee Kuan Yew and his Singapore- 
based People’s Action Party,” I wish. to 
make the following corrections: > 

Lim joined the DAP as a founder mem- 
ber when it was registered on 18 March 
1966, and this was the first time he took 
part in politics, and the DAP was the first 
and only political party he had joined. Lim 
became political secretary to Devan Nair in 
1966, a year after Singapore's separation 





from Malaysia. THERESA KOK. 

Political Secretary to 
Kuala Lumpur Lim Kit it Siang 
Worst of both worlds 


Congratulations on the COVER STORY on the 
Philippine elections [20 Feb.]. Let me just 
say a few more things about Danding 
Cojuangco. Danding as president would 
combine the worst of the Marcos and 
Aquino administrations: the violence and 
ruthlessness of the Marcos era and the ac 
quisitiveness of the Cojuangco clan ( “Rela- 
tives, Inc."). Cojuangco is very sensitive to 
criticism, and he is anti-intellectual. Press- 
men will have reason to be nervous if 
Danding becomes president. E 


A. Sonus vade 
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Deng steps out (10). 


conventional Sfr 50 million (US$33.: 
million) convertible bond, with a 57 
coupon and a conversion premium 
priced at 5-8%. The second issue wi 
led by Credit Suisse. 


Muffled Report 


The strained patience of creditors tc 
troubled Indonesian cigarette make 
Bentoel took another jolt at a credit 
meeting in Singapore in early Marc 
Creditors, who have complained bi! 
since June about being denied acces 
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sed to advance further into Asia in 
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lity for libel before releasing its 

rt to creditors. What was considered 
ntially libellous in the report was 
clear, 


ailiar Face 


n indication of the importance 

ia attaches to its relations with 

ia, Igor Rogachev, the former Soviet 
aty foreign minister responsible for 
n affairs, is being sent to Peking 

e next few weeks to replace 

Jloviev as the 
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some US officials — notably at the 
Defence Security Assistance Agency and 
the US Pacific Command — want an 
expanded IMET programme to train both 
the military and police on human rights, 
crowd control and riot procedures. 


Lost for Words 

Late Philippine president Ferdinand 
Marcos’ son, Ferdinand Marcos Jr, will 
have one major handicap when he runs 
for congress in the 11 May election from 
his father's native province of Ilocos 


Tight race for power 
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Leading parties may be forced into coalition regime 








By f Paul Handley in Bangkok 


ess than two weeks before Thais 

elect a new government, there is 

still no frontrunner among the 20 

political parties in the contest. The 
race between the three leading parties, two 
of them aligned with the military junta and 
the third originally set up in opposition to 
them, has become so tight that analysts are 
speculating all three could ultimately come 
together to form a government. 

Despite the tense competition, the run- 
up to the 22 March polls has so far been 
generally peaceful. As the 2,851 candidates 
battle for voter support, massive cam- 
paigns are being conducted by the govern- 
ment and public service organisations to 
get out the vote and prevent people from 
selling their ballots. 

Various opinion polls show that, with 
360 parliamentary seats up for grabs, no 
two parties are likely to be able to put to- 
gether a clear majority. Analysts give the 
military-supported Chart 
Thai and Samakkhi 
Tham parties, and Cha- 
valits opposition New 
Aspiration Party (NAP), 
equal chances of winning 
between 65 and 80 seats 
each. 

That had not worried 
Chart Thai and Samak- 
khi Tham leaders earlier 
because they had formed 








links with the medium- EMEN 
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Regional breakdown à 


sized Social Action Party 
(SAP) led by former 
transport and communi- 
cations minister Montri 
Pongpanich. The SAP is 
expected to take about 
30 seats — enough for 
the three parties to com- 
fortably establish a gov- 
ernment. 

But, apparently dis- 
turbed that the link-up 
did not serve him well 
in the junta's corruption 
investigation against the 
government they overthrew on 23 Febru- 
ary last year, Montri has reportedly moved 
to take the SAP out of the group. 

After being ordered to forfeit Baht 336.5 
million (US$13.1 million) in assets acquired 
illicitly while in the former government, 
Montri sacked a party adviser-cum-finan- 
cier and turned his back on the party secre- 
tary-general. Both had been brought into 
the SAP after the coup on 
account of their close re- 
lations with the military 
leadership. 

That has left the post- 
election landscape less 
clear than it was just a 
month ago. In the past 
few weeks, Chavalit, 
who has been eyeing the 
prime minister's job, has 
— —- taken a softer line in 
ss criticising the coup, the 








tary junta and 
I links swith Chart 
* and Samakkhi TI 
Rather than capital 
on à number of g 
which have left 
coup leaders exp 
to charges of corru; 
and abuse of po 
Chavalit appears to 
left the gate open 
rapprochement witl 
ta leader Gen. Suct 
Kraprayoon. Uncon 
ed reports say the 
have met for talks in recent weeks. 

That scenario is also suggested in [ 
ble growing tension between Suchindi 
air force chief Kaset Rojananin, the de 
junta leader. Kaset’s aggressive consc 
tion of power through the air force an 
direct ties with Samakkhi Tham have 
lysts speculating that Suchinda could 
a Chart Thai-Nap alliance to isolate K 

However, other analysts argue ag 
that possibility, if only because Suchir 
still beholden to Kaset for his support 
ing the coup and of the military c 
which holds power. 

But Chavalit has to be weighing al 
sibilities. The sAP break from the mil 
backed coalition and NAP's affinity 
two other medium-sized parties < 
pave the way for a four-party coa 
with the SAP, the anti-military Dem 
Party and former Bangkok gove 
Chamlong Srimuang's Palang Dh 
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ty. The latter is likely to win the bulk of 
Ygkok's 35 seats. 
The various scenarios leave wide open 
question of who is likely to be the next 
me minister. Public opinion polls, even 
ong rural voters, support an elected 
me minister from within the political 
iere. If Suchinda has ambitions to be a 
velected leader — and Samakkhi Tham 
ididates have called for him to be avail- 
e — he must take public opinion into 
isideration. 
More acceptable would be Chart Thai 
ler Somboon Rahong, a former deputy 
force chief and a first-time parliamen- 
/ candidate. While some analysts be- 
‘e Suchinda could be drafted into the 
. Somboon would be a more politically 
eptable choice if Chart Thai finds itself 
he core of a new government. 
If a strong NAP were to join an alliance 
h the military-backed parties, the choice 
uld be difficult: Chavalit might be 
zed to accept Somboon or someone else 
he government's top spot. 
Even if Chavalit forms a coalition that 
ves out Samakkhi Tham or Chart Thai, 
is not assured of the top job. The cur- 
t military leadership generally distrusts 
ivalit and they could exercise their in- 
nce to back another candidate for the 
ne ministership. 
Nevertheless, the military has to tread 
*fully. Patronage and vote-buying still 
m to be the strongest themes of the 
paign everywhere but Bangkok, where 
electorate are generally more sophisti- 
d and less likely to sell their votes. But, 
re so than in previous elections, some 
ties seem to be successfully exploiting a 
nber of political and social issues which 
eroding support for the junta’s fa- 
red candidates. 
For example, in the hotly contested 
theast, where the most seats are avail- 
» and widespread poverty makes vote- 
‘ing a dominant factor, many candi- 
əs are gaining support by attacking the 
ty's programme to forcibly relocate 10 
lion farmers from degraded forest 
ds. At least for the duration of the elec- 
campaign, the army has slowed down 
programme and said they would re- 
v it. 
similarly, the investigation into corrup- 
among politicians in the previous gov- 
nent has been thrown back in the 
Kary's face with accusations that the 
a has abused its powers and public 
is. In a heated exchange at the end of 
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Perks of office 


Efforts to stem high-level graft seen as limited 


Choonhavan, a personal aide and 

eight of his former cabinet ministers 
have been ordered to forfeit assets worth 
Baht 1.88 billion (US$73.6 million) follow- 
ing a corruption investigation against the 
former government. 

However, the investigation has left nei- 
ther the politicians, the ruling military 
junta, the investigating committee nor the 
public satisfied. Even if the seizure of as- 
sets is upheld — and there is a good chance 
it could be overturned by the courts — few 
observers believe the investigation will 
have any long-term impact on curbing 
high-level corruption. 

After the military coup in February last 
year, the junta launched the investigation 
against 21 politicians and two of Chati- 
chai's aides suspected of being "unusually 
wealthy." However, by the 
time the junta-appointed 
Assets Investigation Com- 
mittee (AIC) completed its 
work at the end of last 
month, it had already ex- 
onerated several of Chati- 
chai's allegedly corrupt 
former ministers. 

The AIC was set up with 
orders to freeze the assets 
of the 23 politicians, aides 
and their immediate fami- 
lies. Sitthi Jirarote, a veteran 
of the government's anti- 
graft Counter Corruption 
Commission (CCC), was 
appointed AIC chairman. 

The AIC based its inves- 
tigation on the personal 
assets reports each minister has to file with 
the CCC when entering government ser- 
vice. The ccc normally checks these 
against reports the ministers file when they 
leave government for unusual changes in 
wealth. As the process relies on self-re- 
porting, it is no surprise that virtually no 
one is ever found to have enriched himself 
while in office. 

Unlike the CCC, the AIC was empower- 
ed to demand information on all bank 


F ormer prime minister Chatichai 





Chatichai: little impact. 


million in assets seized. 

The pattern of rulings led to accusations 
that the AIC was controlled by the junta. 
Critics pointed out that Banharn Silpa- 
archa, fully exonerated by the committee, 
and Wattana Assavahem, with a paltry 
Baht 4 million in assets seized, had both 
moved their Chart Thai party into close al- 
liance with the military in advance of the 
22 March election. Moreover, details of the 
investigations were not made public — 
most specific information was revealed in 
appeals made against the seizures in civil 
court. 

But AIC deputy chairman Sutthee Arka- 
srerk insisted that there was no outside in- 
terference. Sutthee, also a CCC veteran, said 
the committee was equally frustrated by 
the limits on its powers and that it could 
not pursue investigation of assets held 
abroad. That point also 
clearly disappointed army 
chief Gen. Suchinda Kra- 
prayoon, the most power- 
ful figure in the military 
junta. 

Interest is now centring 
on how the civil courts will 
deal with appeals. If the 
appeals are rejected, the 10 
will be banned from serv- 
ing in government, though 
some legal experts feel the 
court could overturn the 
AIC's findings. 

More broadly, Sutthee 
voiced doubts that the in- 
vestigation made any 
contribution to the fight 
against corruption. For 
example, nothing has been done to 


strengthen existing anti-corruption mecha- 


nisms. The ccc itself can only investigate 
cases sent to it and, if it finds evidence of 
corruption, forward its recommendations 
to the police. The cabinet has the power to 
reject a CCC finding and the police can 
refuse to take action. In addition, the CCC 
does not by law have access to such infor- 
mation as a suspect's bank accounts. The 
AIC was only able to gain access to such 
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CHINA 


The opening salvo 


Deng sets stage for move against conservatives 





By Tai i Ming Cheung in Peking 


hinese paramount leader Deng 
C Xiaoping has in recent months taken 

a high profile in the national politi- 
cal debate, setting the stage for a major 
power struggle in the central leadership. 
Although Deng's pronouncements on the 
need for bolder economic reforms and a 
more open-minded leadership have so far 
gone largely unchallenged by conserva- 
tives, the run-up to the 14th Party Con- 
gress, which is scheduled for the end of the 
year, is likely to witness intensified ponia 
in-fighting. 

Deng's calls for an acceleration of eco- 
nomic reforms and less dogmatic leader- 
ship have appeared with growing fre- 
quency and prominence in the official me- 
dia. A front-page opinion piece written 
under a pseudonym in the party's main 
mouthpiece, People's Daily, in early Febru- 
ary singing the merits of capitalist methods 
marked the culmination of Deng's media 
campaign. 

Provincial newspapers have been more 
direct in attributing the push for the ex- 
pansion of the capitalist economy to Deng. 
The Liaoning Information Daily in early 
January quoted Deng as calling for the 
adoption of "new methods and new 
measures" for reforms "which are different 
from those 10 years ago." In order to do 
this, Deng pointed out that it was necessary 
“to further free our ideology." Deng was 
particularly critical of "some comrades" 
who equated the development and inte- 
gration of the socialist economy and the 
commodity market with capitalism. "We 
should avoid sinking into a new ideologi- 
cal impasse," he said. 

These and other views have belatedly 
been incorporated into a lengthy official 
document and widely circulated for po- 
litical study among work-units. According 
to various sources who have read this 
document, titled Central Document No. 2, 
Deng stresses the need for adopting new 
economic reforms — especially stock mar- 
kets and enterprise reforms. 

Some of Deng's comments in the 


portedly made regarding political and per- 
sonnel issues. These views are believed to 
be contained in yet another central docu- 
ment whose circulation has been limited to 
a small number of top officials. 

The highly restricted distribution of this 
document is seen by some analysts as an 
attempt by the conservatives to rein in 
Deng's resurgent authority. They are in 
particular anxious to keep tight control of 
the government and party bureaucracy in 
which Deng's influence has steadily 
shrunk in recent years as he retreated into 
semi-retirement. Deng's inability to get his 
message across through the official ma- 
chinery may be the main reason why he 
has used the media so prominently in the 
past few months. 

Among some of Deng’s comments that 
were left out of the sanitised No. 2 Docu- 
ment were criticisms of a number of 
prominent hardliners. These include Act- 
ing Culture Minister He Jingzhe, People's 
Daily head Gao Di, politburo member Song 





Deng: new round of political infighting. 


Ping, propaganda chief Wang Renzhi and 
retired ideologue Deng Liqun. 

The removal of some of these officials 
appears to have already been set in motion. 


VIIHNIX 


The Chinese authorities have so fa 
nied that He has resigned, but ana 
expect the decision to be officially 
nounced at the forthcoming National 
ple's Congress (NPC). Gao is rumourt 
go within the next few months. 

To some analysts, Deng's current 
litical manoeuvrings are remarkably : 
lar to power struggles by past leadei 
particular Mao Zedong. When Mao 
struggling to maintain his political au 
ity in the early 1960s, he too used an a 
on cultural policies and personalities : 
opening gambit for a broader onsla 
against his political opponents; that : 
paign later turned into the Cultural R 
lution. 

Conservative leaders have yet t 
spond significantly to Deng's offen 
Little has been heard so far from orth: 
standard bearers such as Chen Yun 
Wang Zhen. Wang is believed to be in 
health, while Chen is in almost perme 
retirement in Shanghai. In the uncens 
No. 2 Document, Deng is said to 
again called for the abolition of the Ce 
Advisory Commission, which is heade 
Chen and includes other octogen: 
leaders. Among those ageing leaders 
are still expected to retire at the 14th I 
Congress or next year's NPC are Presi 
Yang Shangkun and Chairman of the 
nese People’s Political Consultative : 
ference Li Xiannian. 

Deng's high-profile return to a: 
politics is regarded by many observe 
carefully timed to use his remaining i 
ence to help decide top leadership 
tions in the run-up to the 14th Party 
gress. The event is seen as Deng's 
chance to ensure that the open-door p 
and reforms laid down by him in th« 
1970s are continued well after his ow: 
mise. Concerns that conservative p 
makers were dragging their feet ove 
pace and direction of reforms, in parti 
in the latter part of last year, may 
finally worn Deng's patience, pushing 
to re-enter the political fray. 

But Deng's capacity to decisively i 
ence the selection process is by no m 
certain. Although he may be able to o 
handful of the more unpopular hard] 
in the cultural and propaganda or; 
analysts doubt whether he can pro 
key supporters of his reforms to top } 

Deng's ability to put leading refor 
such as Vice-Premier Zhu Rongji int 
portant policy slots, will ultimately c 
mine whether his efforts to accelerate 





APAN 


{ural retreat 


lyazawas position eroded by another poll loss 


Robert Delfs in Miyagi prefecture j 


Democratic Party (LDP) candidate in 
the Miyagi prefecture by-election to 
upper house of parliament on 8 March 
ending chills down the spines of many 
ing party members. Having already lost 
y-election in Nara prefecture last month, 
LDP saw the Miyagi contest as a further 
: of how much public support had been 
ded by two messy political funds scan- 
s — the Abe-Kyowa bribery case and 
complex Sagawa Kyubin affair. 
The Miyagi loss could also be the death 
‘ll for Prime Minister Kiichi Miyazawa's 
inet, some analysts believe. However, 
ile LDP upper house members whose 
ns expire this year are expected to push 
Miyazawa to step down before the 
ular upper house election in July, there 
o obvious candidate now willing to re- 
ze him and take responsibility for what 
y turn out to be a disastrous election for 
party. 
electing a new LDP leader and prime 
üster, moreover, might strengthen the 
pression of weakness, instability or even 
ic in the upper echelons of the LDP 
Yout necessarily solving any problems 
mproving its chances in the July polls. 
»»me upper house members would also 
to see the lower house dissolved be- 
July, since their chances of being re- 
ted are generally better in a double poll. 
LDP leaders are reluctant to take this 
rse, which could put the LDP’s majority 
he far more powerful lower house in 
sardy. 
he winner in Miyagi, Koki Hagino, ran 
ne candidate of Rengo, the political arm 
he powerful Japanese Trade Union 
Kederation. He defeated the LDP candi- 
*, Nobuo Onodera by a margin of 
532 to 393,615, a difference of only 
7 votes. A third candidate, Hisashi 
Khata of the Japan Communist Party 
, received 67,378 votes. 
lagino, an academic, was also backed 
he Social Democratic Party of Japan 
), the Democratic Socialist Party (DSP) 


171 ,* 


['» narrow defeat of the Liberal 


Miyazawa: electoral liability. 


The two election victories mean opposi- 
tion parties will now take a bolder stance 
in parliament. In addition to demanding 
political reform and challenging the gov- 
ernment over its involvement in political 
funds scandals, the opposition is also call- 
ing for cuts in defence spending. Never- 
theless, there is little doubt the result in 
Miyagi was primarily a protest vote against 
the LDP, and did not signify a change of 
loyalty to the opposition. 

"We have come to a turning point in 
Japan, where we must come to terms with 
difficult issues like agriculture, social wel- 
fare and the environment," a National Fed- 
eration of Farm Cooperatives (Nokyo) offi- 
cial in southern Miyagi said. "The LDP 
doesn't care about these issues nor know 
what to do about them, but the opposition 
doesn't know either." 

The loss of Miyagi, regardless of the 
slim margin, was a serious blow to the LDP. 





Mitsuzuka, leader of the third-largest fac- 
tion in the LDP. 

The LDP candidate, moreover, was 
formerly the speaker of the Miyagi prefec- 
tural assembly, where he served six terms 
and chaired numerous committees. A 
powerful personal political base like this is 
usually enough to ensure a candidate is re- 
elected. The opposition challenger and 
winner, in contrast, is a political unknown 
who only declared his candidacy for the 
vacant seat 10 days before the election. 
Hagino's only previous experience in gov- 
ernment was as a member of the prefec- 
tural social welfare commission and fund- 
raising groups. 

The loss was even more symbolically 
important because the LDP had brought in 
some of its leading politicians to help the 
party's candidate retain the seat. They in- 
cluded the popular former finance minis- 
ter Ryutaro Hashimoto, author of The Ja- 
pan That Can Say ‘No’ Shintaro Ishihara and 
secretary-general of the LDP Tamisuke 
Watanuki. 

Miyazawa also showed up on the day 
before election, despite objections of 
Miyagi prefecture LDP leaders who thought 
his presence was more likely to be a liabi- 
lity than a help to the local candidate. 

In rural districts, where the LDP’s politi- 
cal machine is strongest, Onodera out- 
polled Hagino by over 16,000 votes. But 
this was not enough to overcome Hagino's 
strong performance in Sendai and other 
urban areas. Onodera's relatively weak 
performance in rural areas underscored the 
likelihood that, in addition to the political 
funds scandals, rice policy will be a crucial 
issue for the LDP in the July election. 

Japan is under pressure in the current 
Uruguay Round of trade talks to replace 
its total ban of rice imports with a system 
of tariffs that would be gradually reduced 
over a period of years. The LDP has so 
far taken an ambivalent stand on liberalis- 
ing the protected rice market. Both 
Miyazawa and Deputy Prime Minister 
Michio Watanabe, among other officials, 
have made statements suggesting that Ja- 
pan must be prepared to accept tarif- 
fication. 

The government swiftly adopted a 
tougher public stand on rice in late Febru- 
ary after its loss in the Nara by-election 
amidst signs Miyazawa was slipping in 
public opinion polls. Miyazawa told voters 
during his visit to Miyagi — a major rice- 
producing region with 105,000 rice-grow- 
ing households — on 7 March that the gov- 
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BRIEFING 


Malaysia protests 
over Arakan refugees 


> In a departure from its policy of non- 
interference in Burmese affairs, Malaysia 
on 9 March protested to Burma over the 
treatment of Rohingya Muslims forced to 
flee from Arakan province into 
Bangladesh. Malaysia says the Burmese 
Offensive against the Rohingyas must be 
stopped and they should be allowed to 
return home without any threat of 
persecution. Foreign Minister Abdullah 
Badawi said the problem could no 
longer be regarded as a domestic issue 
because "the action by Burmese troops 
has burdened many neighbouring 
countries and may disrupt regional 
stability." In the past, Malaysia and 
other members of Asean had refused 

to publicly criticise Rangoon for human- 
rights violations, saying they preferred 
to work through private channels to 
bring about change in Burma. Abdullah 
said Malaysia's permanent representative 
at the UN had been asked to lobby 

in support of action to help the 
Rohingyas. 


US Congress balks at 

paying Cambodia bill 

> The US Congress, beset by budget 
problems in the midst of a lengthy 
recession, is reluctant to pick up the US 
share of UN peacekeeping operations in 
Cambodia and elsewhere. At issue is a 
long-running agreement under which the 
US is automatically responsible for 3096 of 
the costs of any UN peacekeeping effort 
— 2.5 times the amount billed to Japan. 
Many congressmen say that economic 
difficulties at home make it politically 
difficult to spend a large sum on peace 
operations. The Cambodian operation, 
estimated to cost about US$2 billion, is the 
largest ever planned by the UN. 
Meanwhile, the repatriation of 350,000 
Cambodian refugees from Thailand will 
start on 2 April, Thai Foreign Minister 
Arsa Sarasin said on 5 March. About 
10,000 refugees are expected to be sent 
home every month. 


No homecoming for 
critics of Jakarta 


Indonesian Democratic Party, which 
opposed the bill, said the ban was a 
violation of human rights. 


Rift threatens Dhaka 
opposition party 

> Bangladesh's major opposition party, 
the Awami League, is facing a split 
following the suspension of the Awami 
Youth League president and Dhaka 
district Awami League general secretary 
Mustafa Mohsin Montu for alleged 
involvement in anti-party activities. The 
decision by the party central working 
committee has raised tension at Dhaka 
University, where Awami League factions 
are amassing weapons for a showdown. 
The powerful student wing of the ruling 
Bangladesh Nationalist Party, the Chatra 
Dal, is allegedly providing support to one 
of the groups. Supporters of Montu have 
held rallies, burned effigies of Awami 
League leaders and demanded 
immediate withdrawal of the suspension 
order. 
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Hanoi's MIA moves 

earn more US aid 

> The US has agreed to increase 
humanitarian aid to Vietnam in response 
to Hanoi's efforts to step up cooperation 
over MIAs — American servicemen 
missing in Indochina since the Vietnam 
War. US Assistant Secretary of State 


Hanoi's military archives. Vietnamese 
Deputy Foreign Minister Le Mai also 
urged the US to lift its trade embargo 
against Vietnam, but Solomon insistec 
US would continue to adhere to its fo 
step "road map" for gradual 
normalisation of relations. 


Manila talks claim 
enrages Aquino 
> Philippine 
President Corazon 
Aquino on 9 March 
accused the outlawed 
Communist Party of 
the Philippines (CPP) 
of insincerity in 
seeking peace, after 
CPP leader Jose Maria 
Sison claimed the 
government and the 
underground Left were moving towa: 
talks to end the 22-year insurgency. S: 
speaking from voluntary exile in the 
Netherlands, apparently embarrassed 
Manila by indicating that the governr 
was in contact with the leftist umbrell 
group, the National Democratic Front 
(NDF). Secret talks were held in Hong 
in late 1991 between military officers . 
NDF officials. Aquino at first denied tt 
there were any talks, and later accuse 
the Left of insincerity by making a pu 
statement about contacts. 





Aquino. 


Taiwan to buy 

French warships 

> Taiwan has publicly confirmed for 
first time its plans to purchase Lafaye 
class frigates from France. Defence 
Minister Chen Li-an said Taiwan is 
cooperating with France to build som 
the ships in Taiwan under a technolo 
transfer agreement with France's state 
owned Thomson-csr. The planned 
purchase of 16 frigates is estimated tc 
US$4.8 billion. Chen also said Taiwar 
would spend US$5 billion on weapor 
programmes during the next fiscal ye 
beginning in July. 


North Korean ‘missile’ 
ship reaches Iran 
> The US Defence Department 
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TO DEAL WITH 
THE MONKEY 


MAN 
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ne of the keys to succeeding in Asia in 1992 (the year 
of the monkey), will be your depth of understanding 
of the events and developments of 1991 (the year of 
the ram). Changes have swept through the s» 

region, altering business, political and 
financial outlooks. Any move without 
reference to accurate information could be a move in the wrong 
direction. For 32 years business leaders, scholars and politicians from 
around the world have relied on the "Asia Yearbook" for that accurate 
information. The all-new 33rd edition, compiled and edited by 
journalists and staff of the Far Eastern Economic Review is now 
available. "Asia 1992 Yearbook" covers the major events in Asia and 
also provides a country-by-country analysis of the various political, jg YEARBOOK ' 
social and economic scenes. ——— 
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ALAYSIA 


inder, gentler image 


Ils validate Islamic party's tactics 


Michael Vatikiotis in Alor Star 


he outcome of two recent by-elec- 
[ tions in Malaysia's northern state of 
Kedah suggests that Parti Islam 

s), the country's main Islamic party, is 
ding its ground in the Malay-domi- 
ed north. The trend is worrying some 
mbers of the United Malays National 
'anisation (Umno), the chief component 
he ruling Barisan Nasional coalition. 
The results of the 4 March by-election 
lerai, the first contest for a seat in the 
eral parliament since the 1990 general 
'tion, saw some 876 votes shaved off the 
isan's 4,602 majority and a marginal 
‘ease in the popular vote for Pas. Last 
ember, another straight fight between 
and the Barisan in the Jerlun constitu- 
y north of the state capital, Alor Star, 
r Pas make clearer gains, almost halving 
Barisan's majority. 
Umno officials are quick to point out 
t by-elections always result in reduced 
port for the Barisan: a combined pro- 
t of voter apathy and the ability of op- 
ition parties to focus their limited re- 
rces on one constituency. 
While these election results do not pose 
reat to the Barisan's commanding po- 
m in Kedah — Prime Minister Datuk 
Mahathir Mohamad’s home state — 
political strategy employed by Pas in 
north is worrying some Umno officials. 
‘new tack shows a marked trend away 
n overt religious extremism towards an 
wardly more tolerant, albeit actively 
onalist, platform. 

’as has always maintained a traditional 
2 of support in the northern states. 
ese are all PPP areas,” points out a se- 
‘Umno official. “They have pondok [re- 
us schools] padi [rice] and Pas.” The 
) elections saw the party sweep to 
ver in Kelantan and make some 
zress in Trengganu, though it made 
* headway in Kedah. 

he party's experience in running 
intan now seems to be shaping Pas 
paigns in neighbouring states to 
den its popular appeal. “By winning 


menn = 


use of a video showing Chinese in Kelan- 
tan dressing as they please and drinking 
beer. 

At an election meeting in Jerai, Pas lead- 
ers introduced a leader of the Chinese com- 
munity from Kelantan. Somewhat awk- 
wardly, but with apparent conviction, Foo 
Chi Tow told a rural Malay-Muslim audi- 
ence not to believe reports that the Chinese 
in Kelantan were being victimised by Pas. 
In fact, he said, the Chinese supported the 
Pas government and "understood the con- 
cept of Islam as a way of life." 

Pas used the Chinese issue in both 
Kedah by-elections to attract non-Muslim 
voters. They claim some success in Jerlun, 
where Chinese rice-millers were up in 
arms over a government plan to favour 
bumiputra (indigenous Malay) millers. In 
Jerai, however, of the 15 predominantly 
Chinese areas only one was reported lost 
to Pas. 

Pas is banking on its record in Kelantan 
to soften its extremist image. A meeting 
with the leading opposition Democratic 


Absence of 


China's wary attitude towards the new 


ce yaar 


Action Party in Kelantan at the end of Janu- 
ary was designed to counter allegations 
that the Pas state government was dis- 
criminating against non-Muslims in the 
state. In this respect, according to a senior 
Umno official, the Barisan may be lending 
a helping hand. By highlighting the Pas 
administration in Kelantan, he argues, the 
Barisan is making a national issue out of it 
and thereby providing Pas with access to a 
national audience. 

Taking full advantage of this, Pas is 
presenting its Islamic message in new 
packaging. A theme it increasingly uses is 
that “Islam as a way of life” is not incom- 
patible with a modern way of life. The use 
of computers at polling stations to check 
voter registers is one way the party is try- 
ing to project a modern image. 

Pas will have another opportunity to 
test its new approach at a by-election in 
Trengganu scheduled for 21 April. The 
election for a state assembly seat in Bukit 
Payung will be held in the wake of a 1 
March High Court judgment declaring the 
1990 contest null and void. The case was 
brought by the Barisan candidate who lost 
to his Pas rival by 17 votes, claiming that 
local election officials had allowed a 
woman to vote on her husband's behalf. 
There is already concern among some 
Umno officials that a Pas win in the Bukit 
Payung poll could provoke a major pom 
cal upheaval. 
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HONGKONG 1 


Demands on the purse 


The budget comes under political pressures 


By Phil Philip Bowring in Hongkong 
P olitics now rules in Hongkong. On4 





March, Financial Secretary Hamish 

Macleod unveiled a budget for the 
fiscal year beginning 1 April which by al- 
most any objective standards was modest 
in its measures, conservative in its concepts 
and simple to comprehend. Any time in 
the past it would have been greeted by al- 
most every legislator and commentator as 
prudent, responsible and in keeping with 
Hongkong's philosophy etc. 

But Macleod, delivering his first budget, 
and the first to a Legislative Council 
(Legco) with directly elected members, 
soon found himself under attack from all 
sides. Directly elected members — all lib- 
eral and democrats — were unsurprisingly 
critical that it did not give sufficient tax 
concessions to middle income earners. But 
they were joined in this appeal to voter 
sentiment by the bastion of political con- 
servatism, the appointed and indirectly 
elected councillors grouped as the Coop- 
erative Resource Centre. 

Many of the latter individually seemed 
more op to an increase in profits tax 
from 16.5% to 17.5%, but found it politi- 
cally more convenient to join the chorus 
for middle class relief. 

Then, more surprisingly, the head of 
China's Hongkong and Macau Af- 
fairs Office, Lu Ping, entered the fray 
to decree that the budget was in 
contravention of Hongkong's Basic 
Law for post-1997. Even China's 
most obsequious servants in Hong- 
kong had seldom suggested that Lu 
had much understanding of public 
finance. 

His comment seems to have been 
based on the mistaken belief that tax 
increases were necessary to avoid a 
deficit. Lu's intervention was politi- 
cal — designed to keep the Hong- 
kong Government off balance and 
make it recognise de facto the 
"right" of China to intervene in al- 
most all matters of public policy in 


Hongkong. 
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will add just 1% to 1992-93 revenue and 
merely enlarge the projected surplus. It 
was leaked to the press well in advance to 
gauge reactions. Business opposition was 
moderate, so it was deemed that the do- 
mestic political advantages would out- 
weigh any investor fears that Hongkong 
was moving gradually to a higher tax sta- 
tus. 

Other tax changes include: an increase 
in property rates, raising HK$1 billion. This 
is neutral in equity terms as it reflects the 


Hongkong GDP 


values of commercial and residential p 
erty. 
Taxes on soft drinks and cinema ti 
were abolished — to appeal to lowe 
come groups. Stamp duty on stock t 
actions was reduced from 0.5% to 0.4% 
increase of 12% in the threshold level 
paying income tax — roughly in line 
inflation. 

But perhaps the most significar 
Macleod's political moves was to for 
that Hongkong’s fiscal reserves will s 
at HK$71.6 billion by March 1997, 
though less than their current lev: 
HKS91 billion, this is almost three t 
the amount promised to China by Br 
in the 1991 memorandum of underst 
ing, which was the condition for Chi 
approval for Hongkong's new air 
project. 

(These reserves are in addition t 
Hongkong Special Administrative Rc 
Land Fund, whose size has not bee 
leased but is believed to be about H. 
billion and growing at HK$8 billion a 
and the excess reserves in the Exch 
Fund, used to back the currency, beli 
to total at least HK$80 billion.) 

The HK$71.6 billion is just a for 
at this stage and seems intended to 
sure China and the world of the stre 
of Hongkong's fiscal position. But 
likely to be taken by China as a finite o 
tive. 

That suggests that if the governm 
published medium term revenue anc 
penditure forecasts are not met, whi 
because the airport costs escalate or 
nomic growth falls, it is the taxpaver 
will suffer, not the reserves over v 
China is casting such a covetous eye. 

The revenue forecast is base 
a 5% average GDP growth pr 
tion. This is reasonable by hist 
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1991 real — 1992 UM standards but steep by those o 
bi cou (HKS bil billion) past three years. It could be ha 
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achieve given labour force gr 
of less than 0.5% and the lo: 
many skilled people to emigre 
It also assumes continuing relat 
high inflation. If that does not 
pen, revenue projections, from 
sales and profits tax, may suffe: 
proportionately. 

For 1993, GDP growth is 
dicted at the 5% norm. The | 
push will come from domesti 
mand, notably private consum] 
and public sector capital spen 
— primarily airport-related pro 


When you know your worth. 





Omega Constellation 


iS 18 k gold gents’ 


automatic chronometer 
with date. Scratch-resistant 
sapphire crystal. Water-resistant. 
Swiss made since 1848. 


SCHOLZ & FRIENDS 


REGIONAL 





sors would have hidden allocated but un- 
used capital spending in below-the-line 
footnotes. By being open and adding this 
temporarily unspent money to published 
fiscal reserves, he has increased the likeli- 
hood of political pressure from Peking to 
prevent any fall in those reserves. The more 
reserves Hongkong is seen to have, the 
more Peking wants to supervise them. 
Macleod may be forced by Legco pres- 
sure to throw a few crumbs to Hongkong 
people through increased income tax al- 
lowances. But his main worry seems to be 
the demands of Peking rather than those 
of Hongkong's newly vociferous legisla- 
tors. = 
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Hongkong cigarette vendor: modest increases. 


Not for the 
people 


By Stacy Mosher in Hongkong 
Last 


Hongkong's Education 


September, 

Department introduced a controversial 
pilot scheme whereby schoolchildren 
aged six years and above are required to 
help in cleaning their classrooms. When 
the plan is fully implemented, the de- 
partment intends to eliminate 1,600 
janitorial posts, at a total saving of 
HK$100 million (US$12.8 million) over 
the next few years. 

More recently, the department an- 
nounced that it will increase the size of 
Primary One, Secondary One and Sec- 


HONGKONG 2 


Nice little earner 


Car dealers may be exploiting tax loophole 


By Michael Taylor in Hongkong i 


Hongkong's Financial Secretary Ham- 

ish Macleod provided positive affir- 

mation that the smuggler's spirit which 

brought the colony into being is still 

guarded by some of the most 

* prominent and long-established 

British and Chinese trading com- 
panies. 

"There is increasing evidence 
that some importers are artificially 
depressing the import price of 
vehicles to reduce their tax liabi- 
lity,” Macleod told the Legislative 
Council. “This may be costing 
several hundred million dollars a 
year in lost revenue.” 

Hongkong taxes cars heavily 
under a fiscal policy which so far 
has saved the colony from the 
catastrophic congestion problems 
its population density perpetually 
threatens. Taxes start at 90% for 
cars with values under HK$30,000 


I: an aside to his 1992-93 budget, 


increased the education budget by 13%? 
The reason is that 30% of the education 
expenditure budgeted so far will go to 

tertiary institutions — — an — of 
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(US$3,870) but rise to 105% if the val 
HK$30-60,000, and finally reach 120% i 
value is more than HK$60,000. During 
these taxes raised HK$2.73 billion in 1 
nue. 

Around 50,000 new vehicles are so 
Hongkong each year, of which some 
are private cars. Three blue-chip comp 
— Inchcape Pacific, Dah Chong F 
(DCH) and Sime Darby — supply 80: 
of the private car market. A fo 
company, Jardine International Mc 
(JIM), is also a major distributor of lu 
cars. 

Although industry spokesmen sv 
protested against Macleod’s assertions 
experts confirmed the practice was « 
common. Under schemes that tax accc 
ants say were devised by the car indi 
rather than themselves, car manufact 
sell a vehicle at full price to an offs 
affiliate of the Hongkong distrib: 
which in turn sells them on to Hong) 
at a nominal loss in order to cut its v 
The money lost by the offshore com) 
on the sale is recouped by a stream of 


tem. But much of the funding will t 


applied to the authority's 


headquarter 
with running costs double those of tl 
— Services Department. Meai 









while, the D rent of Health w: 
enjoy a meagre 2.1% increase, while t 
: I Services I t will see i 


g cut by 12.2%, or HK$152 mi 


ae oe cias sey ie 


irs eoe oberg pa 


MED DUE. 
In other sectors, 165,000 public hou 
ing tenants face rent increases a’ 


26% to cover a rise in rates. And the L 


bour Department intends to tighten i 
vic Gratien ees 
cut to its budget. The governme: 
lopped HK$300,000 off transport sub: 
dies for the disabled, while allocatir 
most of the Transport Department 
1.2% budget increase to 150 transpo 
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for such overheads as licensing, funding 
and management contracts. The arrange- 
ment is probably legal, they say. 

Paul Cheng, managing director of 
Inchcape Pacific, said: "As a responsible 
company in the industry, if something not 
quite right is going on with some of the 
companies, Inchcape as a group certainly 
supports any legislation to correct it." Since 
Inchcape Pacific is unlisted, no details of 
their finances are available. 

However, they are for the other three 
main car distributors. DCH distributes 18 
brands of cars which together account for 
23% of the market. During 1991, the com- 
pany sold HK$2.47 billion worth of cars 
and trucks, though turnover for the entire 
division in Hongkong was HK$3.14 billion. 
Since DCH is merely a division of the Hang 
Chong Investment group, no information 
on its tax position is available. Hang Chong 
itself paid tax of HK$21 million on profits 
of HK$1.85 billion last year — an effective 
rate of 1.1%. 


PAKISTAN 





Car import price claim rejected by industry. 


Sime Darby Hongkong appears to have 
generated far more satisfactory trading 
margins. In 1990-91 its vehicle dealers 
made gross profits of HK$193.6 million on 
HK$2.8 billion turnover, implying gross 
operating margins of about 8.5%. At least 


Ripples from Sindh 


By Salamat Ali in Islamabad 

The death of Sindh Chief Minister Jam 
Sadiq Ali on 4 March has begun the 
transition from the politics of confronta- 
tion to that of reconciliation in the vio- 
lence-wracked province. The changes in 
Sindh will affect political alignments at 
the national level. 

Sadiq Ali had run a coalition govern- 
ment in Sindh between his Islamic 
Democratic Alliance (IDA) — which rules 
in Islamabad — the ethnic-based Muhajir 
Qaumi Movement (MQM) and some in- 
dependent legislators. His regime had 
been controversial because of the un- 
abated violence throughout the province 
as well as his persecution, with tacit 
backing from federal authorities, of the 
opposition Pakistan People's Party (PPP) 
led by Benazir Bhutto. 

His role in curbing the PPP in Sindh 
was so important to the ruling estab- 
lishment in Islamabad that no thought 
was given to replacing him, though it 
had been known for months that he was 
suffering from terminal cancer of the 
pancreas. Moreover, the constitutional 
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carry out his duties. 

Soon after Sadiq Ali's death, manoeu- 
vring by political parties began. The PPP 
exploited Zia's constitutional loophole; it 
pointed out that as there was no provi- 
sion for a caretaker regime, there was 
therefore no legal government in Sindh 
after Sadiq Ali's death. Nor, the PPP ar- 
gued, could a session of the provincial 
assembly be held to choose a new leader, 
because it can be summoned only at a 
chief minister's request. 

Meanwhile, Ghulam Mustafa Jatoi, 
the leader of the National People's Party 
(NPP), formed an unexpected alliance 
with the PPP. Significantly, the NPP had 
been part of the IDA and Jatoi himself 
headed the IDA at its birth in 1988 with 
the backing of the Inter Services Intelli- 
gence (isl) — the country's powerful 
intelligence agency. This time around 
Jatoi wanted to make his son, Masroor, 
the chief minister of Sindh with the 
backing of his erstwhile foes in the PPP. 

Although Bhutto's PPP and Jatoi's NPP, 
along with some independents, could 
have formed a bare majority in the Sindh 
assembly, they soon realised that an anti- 
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Sime Darby pays taxes on these prot 
around 13.5% — within hailing distar 
the colony's 16.5% profits tax rate. 
Bell, managing director of Sime D 
said: "I am not prepared to comment : 
it at this time." 

In JIM’s last annual report (1990), 
over more than doubled to HK$3.35 
lion, gross operating profits fell 28% t 
HK$176.9 million. According to the 
gures, JIM recorded gross margins of 
or considerably below its cost of ca 
IIM's seemingly terminal trading is at 
ameliorated by having to pay almo: 
taxes on its declared operating profi 
1990, this HK$550 million net asset 
pany with a HK$3.35 billion turnover 
less than HK$3 million in profits tax - 
effective rate of 1.64%. 

A spokesman for JIM said: “I hor 
don’t know to what [Macleod] is refer 
We comply with the law, and I'm 
that all other responsible motor trade: 
too.” 


nominee Syed Muzaffar Hussain Shah ; 
the new chief minister. 

Shah has promised not to contin 
Sadiq Ali's repression of the PPP, which 
not fully convinced of such assurance 
But analysts believe that if Islamaba 
decides to continue its anti-oppositic 
campaign in Sindh, Shah might pro 
an unenthusiastic supervisor of thi 
policy. 

However, it has not been easy for tl 
IDA to keep its grip on Sindh, becau: 
the ruling coalition has itself been und: 
strain. The fundamentalist Jamaat- 
Islami has been threatening to quit tł 
IDA because it saw the Bl's policy c 
Afghanistan as being detrimental | 
fundamentalist mujahideen rebels. 

The MQM, another partner, hé 
charged that army and paramilitar 
troops have been sowing discord amon 
its ranks. On the eve of Sadiq Ali's deat 
therefore, Islamabad ordered its forces i 
Sindh to act only on the specific instru 
tions of provincial civilian authoritie 
The Ist chief was replaced, probably | 
appease the Jamaat. 

Some analysts think that Islamabad 
policy of reconciliation in Sindh aris 
from the need to restore law and orde 
The government's strategy of econom 
development by attracting large-sca! 
foreign investment has not made muc 


progress because of high level of crim 


wissair Customer Portrait 93: Peter Seah Kim Yam, managing director of a trading company, Singapore, photo by H. P. Schneider. 
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Traveller s Tales 


ast year in what then was a typi- 

cally arrogant statement, then- 

Australian treasurer Paul Keating 

referred to himself as "the Placido 
Domingo of politics." He now seems to be 
changing his tune. 

Having become prime minister after a 
successful challenge to Bob Hawke late last 
year, he is trying to become "Mr Nice 
Guy." Although he maintains a fair level 
of his usual invective in the House of Rep- 
resentatives — which has made him the 
darling of the parliamentary press gallery 
if not of the people — in public appear- 
ances he is quite consciously developing a 
softer image. 

In an interview with the REVIEW's Mike 
Malik last week he was a changed man 
from the one who used to bite journalist's 
heads off if they said anything critical. 
Friendly and welcoming, he could not 
have been more charming if he tried — 
and one got the impression that he tried. 

He very mildly denied that he was at- 
tacking Britain when he said that it had 
failed to defend Singapore, Malaya or Aus- 
tralia itself in face of the Japanese on- 
slaught. He was simply trying to open the 
eyes of those Australian Anglophiles who 
still “wanted to maintain a traditional link 
where a link no longer exists or at least is 
substantially diminished." 

"| was trying to say to these people that 
Australia now has a cultural identity of its 
own and we are part of the Asia-Pacific 
which they have failed to come to terms 
with, and that I cannot understand them 
keeping some sort of morbid sentimenta- 
lity with past arrangements when Aus- 
tralia has moved on." 

When taxed again with the fact that he 
had, actually, attacked Britain, Keating said 
he made "some points critical of Britain." 
"But the point of the remark was the An- 
glophiles here who have this misplaced 
loyalty to Britain as if it was still a major 
trading partner with Australia and still had 
major constitutional arrangements and a 
major say in the way this country func- 
tions." 

When asked about opposition leader 
John Hewson's allegation that the anti-Bri- 


whether he was married 
and had children or not — 
Keating has also taken to 
making jokes. After all the 
fuss made by the British 
media about him putting 
his arm around Queen 
Elizabeth when she recently 
visited Australia ("Hands 
off, cobber" was one typical 
headline in a British tabloid 
newspaper), Keating visited 
the Adelaide Arts Festival. 
He commented that some 
of his advisers had been 
doubtful about the wisdom 
of his attending the festival. 
"They said are you sure 
you know the protocol? 
Make sure you put your arm round every- 
body." 
Not the old blue-chinned, grim-faced 
Keating of old. 


It is now nearly four years since the Aus- 
tralian Government finally decided to en- 
large the madly congested Sydney airport 
by building a second runway. Work has 
yet to start. After constant apologies for the 
delay, 35 minutes after its scheduled take- 
off time the Australian pilot of a Boeing 
747 last week dryly remarked to passen- 
gers: "I am not allowed to criticise Sydney 
airport to you. But I think you may have 
come to your own conclusions . . . " 


Sadly missing the presidential race in the 
Philippines is our Manila bureau chief John 
McBeth. John has been in hospital in New 
Zealand since late December and had to 
face more than a dozen operations to try to 
relieve an arterial blockage in his left leg. 
In the end he lost the battle to save his leg 
which had to be amputated below the 
knee. This would be a tragedy for anyone, 
even more so for an active correspondent 
and sportsman in his 40s. But it should not 
be long before John's determination gets 
him back in action as our correspondent 
and at least back on to the golf course, if 
not yet to his favourite game, tennis. 
Already he has earned the title Mara- 





John McBeth. 


two years has been un 

So it will not be lon 
fore he is back on the 
reporting from Suri 
Cagayan and Camai 
what is really happenii 
the Philippines. 


My recent comments à 
the social fascism of : 
anti-smoking and ant 
zealots have aroused p. 
of indignation. But it 
also brought to my à 
tion an organisation | 
the land of earnest soci 
England. Named Fo 
this is not, as one m 
suppose, dedicated to 
ing trees, but stands for Freedom Or; 
sation for the Right to Enjoy Smoking 
bacco. 

This learned body has published 
port entitled The Historical Origir 
Health Fascism by Manchester historia 
Stephen Davies. Marks of this fascist 
nomenon are, says Dr Davies, a belief 
matters of health, diet and reproductio 
not private but are of direct concern t 
state; that a superior elite exists w 
knows what is good for the masses; 
that choices made by individuals art 
genuinely free but determined by ext 
forces such as advertising. 

Be warned, those who would lil 
impose their dislike of smoking on ot 
beer, coffee, fat, and even salt are nex 

PS Before yet another zealot accuse 
of being in the pay of tobacco compan 
quit 15 years ago. 


One might call it freebooting. The ir 
uity shown in naming imitations of : 
known Western brand names is « 
amazing. This example is from a shc 
Tanjong Pinang, on the Indonesian is 
of Riau just across the water from S: 
pore: 
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Then your journey begins 
with Nedlloyd Lines, one of 
the world's largest shipping 
companies. And one of the 
most innovative, too. 

We don't just ship your 
goods from A to B, but 
develop schedules that 
conform to your own 
production and distribution 
requirements. With a 
worldwide shipping 
network. With 'Time Savers’, 
a completely new 
generation of container 
ships. With more than 4000 
specialists in 203 countries. 
And with transport logistics 
programmes, tailored to 
your needs. So, the only 
place you'll need to be is 
where it matters most. 

If you'd like to know more 
about our PLUS CONCEPT 
simply write to us or call 
your nearest Nedlloyd 
agent. 


Nedlloyd Lines 
P.O. Box 240-3000 DH Rotterdam 
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Politics by numbers 


PHILIPPINES 





LDP's network makes Mitra the favourite in presidential race 


By By Rigoberto Tiglao and 
Rodney Tasker in Manila 


A presidential election in- 
volving eight candidates 
might suggest a poten- 
tially chaotic struggle 
among competing politi- 
cal parties. Not so in the 11 May poll in the 
Philippines, whcre only one party can 
boast of anything like a nationwide net- 
work. And if the party's well-oiled politi- 
cal machine lives up to its potential, its 
standard-bearer, Ramon Mitra, will be the 
next president of the Philippines. 

Foreign observers might be forgiven for 
wondering who Mitra is and how he 
reached such prominence. Even Filipinos 
know relatively little about him, apart from 
the fact that he was a rather nondescript 
house speaker under the outgoing Corazon 
Aquino presidency and that he hails from 
Palawan — one of the country's more 
backward and obscure island provinces. 
Yet on current showing Mitra, backed by 
the might of his Laban ng Demokratikong 
Pilipino (LDP), has emerged as the man to 
beat. 

Mitra's opponents, by contrast, are far 
better known: Fidel Ramos, the retired 
general who mutinied against Ferdinand 
Marcos in 1986 and defended the Aquino 
government against seven coup attempts 
— first as armed forces chief of staff 
and then defence secretary; Eduardo 
Cojuangco, Marcos' main business crony 
who fled with his political patron in Febru- 
ary 1986; Jovito Salonga, who has topped 
all three senatorial elections in which he 
has run between 1965 and 1987; and Vice- 
President Salvador Laurel, son of the Phi- 
lippines’ World War II president and one 
of the first major politicians to move ac- 
tively against Marcos. 

Even former agrarian-reform secretary 
Miriam Defensor Santiago has populist 
appeal because of her tough image earned 
pyrsuing a single-focused, anti-corruption 








But these candidates, with the possible 
exception of Cojuangco, rely more on their 
personalities than on any supporting party 
machine. And none has the charisma to 
create a groundswell of popular support in 
an electoral race that lacks the political 
polarisation of the last presidential poll in 
1986, when many Filipinos voted against 
Marcos rather than for Aquino. This time, 
party organisation is likely to be a decisive 
factor. 

The LDr's influence is such that if the 
party had not chosen Mitra in November 
1991 when it rejected Ramos as its candi- 
date, it could have produced another 
presidential contender who would prob- 
ably have similar chances of succeeding. 
One of the LDr's strong points is that since 
1988 it has transformed its incumbent- 
based structure to one based on grassroots 
organisations at the precinct level. The 
other parties, on the other hand, have re- 


drawn mainly from the coconut indu 
Santiago's People's Reform Party 
Estrada's Partido ng Masang Pilipino: 
little more.than fan clubs. Imelda's g) 
is simply her old coterie of minions 
associates. 

The formerly dominant Naciona 
and Liberal parties have now practi 
reached senility. They are kept alive m; 
by the prestige of Laurel of the Na: 
alista Party and Liberal Party chief Salc 
Laurel has suffered a great deal becau 
Cojuangco's raids on the party's key 
sonnel, while Salonga's principled s 
against retaining the US military E 
seems to have lost him ground in his p 
dential bid. 

By contrast, Mitra appears to be 
only candidate chosen by his party p 
despite factionalism. "Ramos, Cojua1 
Miriam [Santiago] — what party cor 
tion chose them?" asked LDP deputy 





mained ad hoc groupings revolving 


around their candidates or shored up by 
the sheer force of their personalities. 


Without Ramos — and without his en- 


retary-general Amado Bagatsing. 
One politician close to the LDP cla 
that Mitra was at best primus inter par 


and at worst frontman of, a small, px 
f l Tho orn 
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we're behind you. 

Swiss Life is the world’s leading 
international network of life in- 
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sured, you'll find à member of the 
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first class employee benefit plans 
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brother Manuel. 

With hindsight, Mitra appears to have 
shrewdly planned his ascent since 1987 
when he decided not to run for the Senate 
— a conventional stepping stone on the 
road to the presidency — and instead 
contested and won a lower house seat in 
Palawan which has marginal national po- 
litical influence. 

Yet because of the political stature he 
accrued during the long struggle against 
Marcos' rule, Mitra assumed leadership of 
the 198-member House of Representatives, 
most of whose members were political 
neophytes. His position as speaker proved 
a powerful vehicle for developing support 
not only among congressmen, but also 
with governors and mayors dependent on 
Congress-approved budget allocations. 

In many ways, Mitra is the embodiment 
of the LDP. Villafuerte, Mitra's campaign 
manager, notes that his candidate's back- 
ground uncannily reflects what he terms 
the “politics of geography" that will cha- 
racterise the May election. Mitra's home 
province of Palawan is ethnically and cul- 
turally part of the northern heartland of 
Luzon, yet geographically and politically it 
has been linked to the southern island of 
Mindanao. 

Mitra's father was from Batangas pro- 
vince, just south of Manila, and is still re- 
membered in the northern Luzon province 
of Benguet where he was a four-term con- 

man. Mitra's wife is a member of the 
elite Aldeguer family from the Visayan city 
of Iloilo, and he speaks the northern Luzon 
Ilocano dialect, having attended college in 
the northern city of Baguio. 

Soft-spoken to the point of mumbling 
on occasion, Mitra is by no means a dy- 
namic politician. In some ways he reflects 
the LDr's dullness, which belies its hidden 
strength. Yet his back-slapping style and 
backroom skills constitute the trademark 
of traditional Filipino politicians, many of 
whom have been drawn to the LDP and 
have given it its backbone and cohesion. 

"Mitra is the gatherer of political fi- 
gures,” according to Jose Atienza, a key 
man in the group of former chief justice 
Marcelo Fernan, Mitra's vice-presidential 
running mate. Fernan, a Visayan tagged as 
“Mr Clean" and with a strong Catholic 
Church backing, reportedly turned down 
offers from other political circles — in- 
cluding Aquino — who wanted him to run 
for vice-president. 

Mitra's well-known and well-used traits 
of using consensus tactics and avoiding 


Aquino's Lakas ng Bansa umbrella group 
and many from the anti-Marcos PDP-Laban 
party, the LDP embraces a rainbow collec- 
tion of politicians — including several 
former Marcos men. The diverse nature of 
its list of senatorial candidates is illustrated 
by the inclusion of such figures as former 
senator Agapito Aquino, younger brother 
of assassinated Marcos arch-rival Benigno 
Aquino, and Blas Ople, Marcos' long-ser- 
ving labour secretary. 

Imelda Marcos’ former Metro Manila 
commission deputy Mel Mathay is also 
running on an LDP ticket, while the party 
fold includes provincial chieftains viewed 
by many as veteran warlords, notably 
Marcos' Cavite governor Juanito Remulla 
and Isabela province kingpin Faustino Dy. 
Mitra's advisers include former prime 
minister Cesar Virata and former central 
bank governor Jaime Laya. 

Because it has embraced politicians of 
every stripe, the LDP has been denounced 
by its rivals as unprincipled and opportun- 
ist. An anti-LDP campaign line has ex- 
ploited the pejorative con- 
notation of traditional 
politicians in the party 
ranks, calling them trapo — 
meaning "dirty rag" in Ta- 
galog, the national lan- 
guage. Mitra's men, how- 
ever, have countered this 
by describing his future 
administration as a "heal- 
ing presidency." 

Principled or not, the 
LDP's tactics have made it 
by far the largest political 
organisation. It has the ad- 
vantage of running the 
largest number of incum- 
bent candidates in the si- 
multaneous national and 
local elections, from the 
Senate down to municipal 
council. Of the 23 incum- 
bent senators, 10 are with the LDP. A 
REVIEW count showed 121 out of 198 con- 
gressmen with the LDP, and 43 of the 
country's 73 governors. Paul Aquino esti- 
mated that the party included 700, or 46%, 
of a total 1,538 municipal mayors. 

Incumbent candidates have the advan- 
tage of using the resources of their offices 
to expand their patronage, albeit thinly 
disguised as helping constituents. Being in 
office also helps them raise funds from 
business groups. 

Ironically, a provision in the 1991 elec- 
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Ramos: discounted. 


nonentities from buying their way int 
fice. 

The fact that the coming elections 
be both national and local may also be 
the LDP's national candidates. LDP strat 
Villafuerte even terms the May electi 
the “politics of local rivalries.” Unde: 
theory, local candidates will be anxio 
link up with the machinery of what 
view as the strongest party willing to 
them. And in return for party finan 
they will campaign not just for thems 
but for national candidates. 

In some cases, this system has wc 
to mutual advantage. In the battle fo 
key post of mayor of Manila, for exar 
the LDP is supporting the veteran Re 
Bagatsing — who was city mayor for 
of Marcos’ martial law years — again 
cumbent Gemiliano Lopez. In return 
manoeuvre promises to lift any ling 
feelings — especially among Manila p 
cal circles — that he was a Marcos loy 

The LDP's strategy of doing pol 
deals beyond ideological considerat 
. With its organisation 
L bargaining chip, sec 
z Fernan as its vice-pres 
tial candidate. “Mitre 
given Fernan a mass-t 
organisation," said 
senatorial candidate 
Roco. In return, "Fe 
has brought with him 
the Mitra camp the suj 
of Catholic organisa 
and of the so-called it 
gent middle-class v 
Fernan associate At 
noted. "It helps deve 
bandwagon effect, v 
we will see soon a: 
sectoral shift brougl 
Fernan links up 
Mitra's machine." 

Perhaps more in 
tantly, Fernan — who 
Ramos was the presidential choice « 
Philippine corporate world — has h 
change the business community's ai 
thy, if not opposition, to Mitra. This | 
prove to be a boost for the Mitra 
paign's financial position. 

Asked about reports that big bu: 
has continued to back Ramos, Mitr: 
the REVIEW during an interview to “ 
out with [Ayala Corp. conglomerate 
Don Jaime [Zobel]. Find out where 
now. He might have changed his su} 


Find out from [former Pilipinas Shell 
sleciaecs od do fanta loader of tho 
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How it works. Take a new 18W CFL - it 
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75W incandescent lamp. It lasts 8 times longer 
(8000 hrs.), has the same fitting and practically 
the same colour impression. The total savings 
amply offset the initial cost of 
the change-over. The full CFL 
range also includes electronic 
versions that allow dimming. 

Factual results. The 
Hilton Parc Hotel in Munich, for 
example, relamped corridors 








and 500 bedrooms, saving DM 45,494 on 
energy and a further DM 6,255 on mainten- 
ance costs, annually. 

Why steal from your own pocket? Change over 
to Philips compact fluorescents and make life a 
bit easier. 


Bringing light to life. 

For over 100 years, Philips Lighting 
has led the way in research, technology and 
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want you to have the very best 
lighting solutions. 

For a better way to work 
and a better quality of life. But 
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Comforting words 


Ramon Mitra, widely 
viewed as the current 
presidential election 
frontrunner, was in confi- 
dent form when he talked 
for nearly two hours recently with REVIEW 
chief correspondent Rodney Tasker and 
Manila correspondent Rigoberto Tiglao. 
Wearing his trademark long-sleeved, 
rancher's check shirt, Mitra talked about 
the campaign and his future government's 
programme. Excerpts: 





Who do you see as your main opponent 
in this election? 

I’m not concerned about who will play 
second to me. 


How do you compare your party's much- 
vaunted machine with those of the other 
parties? 

What machines do they have? In Metro 
Manila it's different, but in the provinces 
you don't see anything except the LDP. 


Do you feel that the fact that President 
Corazon Aquino has endorsed another 
candidate has harmed your campaign? 

It's a plus and minus. Before, I thought 
that the fact she was supporting someone 
else would considerably erode my support, 
since so many political leaders were per- 
sonally attached to her. But fortunately the 
lines held. The fact of being a lame duck 
president has begun to set in. Some people 
tell her they are 100% for her, but not for 
her candidate. 


Is [Fidel] Ramos a major rival? 

I think he has been mortally wounded 
[because of the controversy over his my- 
sterious trip to Zurich.at the beginning of 
the campaign]. This is the final nail, I think. 
What he has never explained is going back 
on his word, to accept his defeat [vying 
with Mitra to be chosen as LDP presidential 
candidate] in the party [nomination]. 


Is [Aquino's brother, and close political 
adviser] Jose Cojuangco helping your 
campaign? 

He is actively helping to run the 


affairs of the party... he’s been doing 





Marcos misused. We will not see the re- 
turn of Marcos’ practices or the return 
of Marcos’ cronies in government. They 
will have to deal with Celing [Marcelo] 
Fernan [Mitra’s running-mate and former 
chief justice], who will have full charge of 
prosecution of wrong-doing in govern- 
ment. 


If you become president, what will be the 
situation concerning [Eduardo] Cojuan- 
gco and his ongoing court battles over the 
sequestration of his businesses as a 
Marcos crony? 

He’s going to have justice, whether his 
name is Cojuangco, Aquino or Marcos. 
They'll have to dea! with Fernan. I don't 
know that Danding [Cojuangco] would 
want anything but justice. But we will go 
after those responsible for the wealth taken 
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Mitra: backs business deregulation. 





away from this country. Fernan is defi- 
nitely convinced that that will be one of 
the major offensives. 


What will happen to rebel military 
officers who are still at large after taking 
part in coups against the Aquino govern- 
ment? 

Many of these officers will be useful to 
my government. But no one who has taken 
up arms against the flag should be allowed 
to return to the military. 


has good control of the military . . . we 
reduce the armed forces to a level of p 
ably a quarter of what we have now. 
should double their pay, improve ! 
training and get far better equipment 
they have. 


What will be your government's atti 
to the underground Left, the New 
ple’s Army and so forth? 

There are some in the Left who 
interested in coming back and feel 
they should take part in a public 
bate . . . if they can join us in a pea 
society, they will be most welcome. 
they will have to give up the use of fi 
Some are really just bandits, and we 
go after them. 


Is your party receiving sufficient bac 
from the business community? 
There are many people who wi 
contribute if they feel the country is 
run, and an administration under w 
legitimate business can prosper. 


Makati business [Manila's main busi 
area] has not been supportive of you 

Yes, because I have not been suppo 
of them as well, particularly the Mi 
Business Club — I have talked about n 
of them as being tax-evaders. 


But generally, what will be your gov 
ment's attitude to big business? 

I will want immediately to deregu 
remove the obstacles. Government sh 
get off the backs of business. I w 
like government to be completely oi 
business . . . I want to bring down t 
barriers that prevent foreign business ! 
coming in... I also intend to chi 
completely the direction of our ec 
mic development towards agriculi 
There's bias against agriculture in 


country. 


Given the fact that the US is now ha 
to withdraw from its military bases | 
and there seems to be some strain ii 
lateral relations, how do you see relat 
with the US in the future? 

The bases issue involved the entire 
ric of the Philippines. In practical te 
the US is our No. 1 trading partner. 
ought to have good relations with the 
There has been damage. I will certain! 
out of my way to repair this damage. | 
go out of my way to reach out to 
American friends. 
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Vian from Palawan 


. country lads rise to prominence 


Rodney Tasker in Manila 


B For a Filipino, he looks 
| different. Not many Fili- 
| pinos grow full beards, 
| and even fewer would al- 

low them to go grey in a 
intry where looking young and retain- 
* black hair, however artificially, is im- 
rtant. 

There are other things about Ramon 
tra, 64, which are unusual, such as his 
e admission that he was born out of 
'dlock, his Crocodile Dundee-style 
uth spent in the forests of his native 
Mawan island, and his rapid rise from 
litical underdog only a few months ago 
Meading presidential contender. 

The beard is easily explained: as a 
ing, newly elected opposition senator 
sen the late president Ferdinand Marcos 
lared martial law in 1972, he vowed as 
was being carted off to jail for three 








months that he would not 
shave until the Marcos 
dictatorship was brought 
down. When he duly re- 
moved the growth after 
Marcos was ousted 14 
years later, his wife de- 
manded he grow it back 
again. 

His political career is 
less easy to understand. 
Although he had served 
two terms in Congress in 
the 1960s, and finally 
made it to the Senate in 
1971, Mitra was a rather 
lacklustre member of the 
anti-Marcos political fold 
during the 1970s and 
early 1980s. 

“He’s a very shy, basi- 
cally kind person,” one 
long-standing friend com- 


mented. That sort of character does no 
normally go far in the world of Filipine 


»olitics, where a macho image and power 
ful oratory have been regarded as essen 
tials to rise to the top. 


Even when he became Speaker of th« 
House of Representatives in 1987, Mitri 
failed to shine. He delivered legislation 


Cojuangco: friend and rival. 





for President Corazor 
Aquino like a good tean 
player, but few observer: 
detected any star quality. 

Yet Mitra has managec 
to gather around him the 
most impressive coterie 11 
the current political scene 
— albeit one somewha 
bereft of inspiring indi 
viduals — to project hin 
to the presidency. Anc 
Mitra owes his promi 
nence more to his well 
oiled party machine thar 
to any personal charisma 
Nevertheless, the fact tha 
the party chose him as the 
candidate, rather thar 
Fidel Ramos — wh 
helped topple Marcos anc 
ward off successive coups 
against Aquino — clearly 
shows that Mitra i: 
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"wiewed as an important player. 
One interesting factor is that Mitra has 
attracted the active support of the entire 
quino clan — the brothers and sisters of 
nigno "Ninoy" Aquino, Marcos' rival 
"who was murdered as he landed in Manila 
Min August 1983. At face value the Aquinos 
could, perhaps, have been expected to back 
Ramos, the choice of Ninoy’s widow, 
mCorazon Aquino. 

But, as one of the family pointed out, 
the family has never been consulted by 
Aquino during her presidency, even 
though Ninoy’s brother Agapito Aquino 
was elected to the Senate and his sister 
Teresa Aquino Oreta to the House of 
Representatives as her supporters. Ramos 
was also one of Marcos’ military com- 
manders while Ninoy languished in a 
military jail. 

Even the president’s brother, Jose 
Cojuangco, a trusted political adviser, is 
one of Mitra's leading backers. However, 
some observers suggest this may be a con- 
certed tactic by the presidential family to 
try to ensure their interests are protected 
whether Mitra or Ramos is elected. 

Mitra is a surprisingly colourless per- 
sonality for one with such a colourful 
background. His father, from the Luzon 
province of Batangas, met his mother when 
he was in charge of a penal colony in 
Palawan in the 1920s. Mitra's mother died 
when he was barely a year old, and he was 
brought up by her family on Palawan, 
hunting crocodiles and living the life of a 
mountain boy. 

He eventually linked up with his father, 
by then mayor of the northern Luzon city 
of Baguio and later a congressman. The 
young Mitra went on to graduate in law, 
and was for a while a newspaper reporter 
in Manila in the early 1960s before attach- 
ing himself to the then mayor Villegas of 
Manila City, who launched him into poli- 
tics. 

One friendship which Mitra may now 
regret is his relationship with one of his 
leading rivals in the presidential stakes, 
Eduardo Cojuangco. When Mitra was re- 
leased from prison in 1973 he was intro- 
duced to Cojuangco, then a Marcos crony 
who was building up an empire in the 
coconut industry. "Monching [Mitra's 
nickname] was dead broke, and Danding 
[Cojuangco] helped him," says a Mitra as- 
sociate. Cojuangco helped Mitra start up as 
a copra trader. 

The friendship lasted until Mitra's party 
leader and friend Ninoy was assassinated 
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Power of the machine 


LDP stresses organisation over ideology 





By Rigoberto Tiglao in Manila 


Campaign director Paul 
Aquino concedes that the 
Laban ng Demokratikong 
Pilipino (LDP) is not a 
party in the political-sci- 
ence usage of the term. “We are not a 
group of people who agreed on an ideo- 
logy and then formed an organisation, in 
the way that PNB [the leftist Partido ng 
Bayan, or People’s Party] and PDP-Laban 
[Partido Demokratikong Pilipino] were 
formed,” he said. “All we have now is a 
commonality of ideas.” 

What the LDP may lack in terms of phi- 
losophy or ideology, however, is amply 
compensated by the party's fine-tuned po- 
litical machine. Party officials claim the LDP 
has organised its chapters in about 70% of 











Aquino and Osmena: force behind the LDP machine. 


the country's 165,000 precincts (an electoral 
unit comprising about 300 voters) with 
700,000 "card-carrying members." 

Given the party's own admission that it 
is not driven by a sense of ideological mis- 
sion and has not attracted a corps of cru- 
sading cadres, its ability to organise such 
an efficient grassroots infrastructure obvi- 
ously lies elsewhere. 

The LDP's present prowess, in fact, 
stems from the massive resources of Presi- 


unique set of circumstances. In orde 
consolidate the virtual sweep of prc 
ministration candidates in the 1987 
gressional and local elections, preside 
candidate Ramon Mitra and Cor: 
Aquino's brother Jose “Peping” Cojuai 
organised them to form the party's | 
structure. These politicians agreed to 
strategy to ensure national governr 
support for their fiefdoms and the 
their re-election chances. 

The present LDP stems from a merg 
the Lakas ng Bansa — the election ve 
Aquino supported — and a section o 
PDP. The latter mainly grew out of 
country's non-communist Left, which 
been organising a grassroots moveme 
topple the dictatorship of former presi 
Ferdinand Marcos. 

The new party was able, lar 
through PDP-Laban office 
the LDP, to achieve exter 
and generally unexpe 
success at organising wo 
the village level. This v 
was accelerated in 199 
preparation for the elect 
and geared towards the 
cinct level. Paul Aq 
claims that the party is 
being built from the bo 
up. “So many members | 
a precinct chapter; so n 
members form a barai 
[village and district le 
council up to the provi 
and then regional levels, 
said. 

Officially, the LDP’s 
cymaking body is the 
member executive committee. This « 
prises party president Neptali Gona: 
— who replaced Mitra in 1990 — gen 
secretary Cojuangco, four deputy s 
tary-generals and 47 vice-presidents dr 
from provincial governors, city mayors 
regional coordinators. 

Sources, however, told the REVIEW 
the LDP has a central controlling gi 
whose members are not represented i1 
party s formal Structure. This group, e 
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“sidered a confidante of Mitra, heads a 20- 
member media bureau. 


Within this inner circle, Cojuangco's job 
is to mediate and adjudicate regional 
rivalries, Villafuerte and Ronaldo Zamora 


—are the LDP's political strategists while 


Manuel Zamora takes care of the money. 


“Sources claim that Manuel Zamora, for- 


merly the chairman and majority owner 
of Security Bank and Trust Co, has 
raised much of the initial funding for Mitra 
through his connections with ethnic- 
Chinese businessmen in the textile indus- 


Paul Aquino, who has a business back- 
ground running a computer company and 
a stockbroking firm, is in charge of routine 
party organisation and is apparently in- 
jecting corporate ethos and efficiency into 
the party. One LDP insider also claims that 
because of his non-political background — 
and being a brother of the late senator 
Benigno Aquino, whose assassination can 
be said to have led indirectly to the creation 
of the LDP — Paul Aquino has emerged as 
the “conscience” of the party's inner core 
group. 

The Lpp’s search for an ideological 
credo has also taken a distinctly "modern" 
turn. "We made a lot of surveys and com- 
missioned experts to find out what people 
want and what the country needs," 
Villafuerte said. From this research 
emerged a party platform that appears to 
be more detailed and advanced than that 
of other contending parties'. For example, 
a plan of action to address tax problems 
includes the broadening "of the tax base 
by promoting an expanded taxpayers list 
on the barangay level." 

The LDP seems to be taking its platform 
seriously, with the election campaign's first 
phase based on national leaders explaining 
its position in a caucus held among party 
leaders in a particular region. The local 
leaders will then hold similar caucuses 
down to the barangay level. 

Nevertheless, and despite its wealth of 
detail, the platform primarily represents 
the consensus — or conventional wisdom 
— among the country's elite. For example, 
on the foreign-debt issue, the LDP declares 
that it will "not abrogate the responsi- 
bility" for payments. The party also says, 
in a somewhat obvious policy position, that 
it will pursue legal suits against "evident 
and probable" cases of fraud and conni- 
vance. 

The May elections will, of course, pro- 
vide the litmus test as to whether the LDP 
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Unfinished business 


KMT still evasive over role in 1947 massacre 





By Julian Baum in Taipei 


he Taiwan Govern- 
| ment is moving 
quickly to pacify 


more than four decades of 
resentment over a 1947 up- 
rising that cost the lives of 
several tens of thousands of 
native citizens and has 
haunted relations between 
Taiwanese and Chinese 
mainlanders ever since. 

A year-long official in- 
vestigation of the episode 
was made public in late 
February and leaders of the 
ruling Kuomintang (KMT) have expressed 
their regret. President Lee Teng-hui and 
Premier Hau Pei-tsun have both met the 
families of victims of the "2-28 incident," 
named after the uprising which began on 
28 February 1947 and led to the massacre 
and execution by government forces of 
Taiwanese throughout the island. 

Lawmakers are also pressuring the KMT 
to offer symbolic compensation to victims' 
families. Three bills are currently pending 
with the backing of opposition lawmakers 
from the Democratic Progressive Party, as 
well as liberal KMT legislators who have 
defied party instructions by supporting the 
measures. 

The KMT has been slow to acknowledge 
the importance of compensation, say law- 
makers. Also, some party elders are still 
unwilling to endorse an official apology, 
though observers say that they will have 
to do so eventually. An apology would not 
only be a way of holding the government 
accountable in today’s more democratic 
climate, but will also help to end the per- 
sisting insensitivity among many main- 
landers towards the affair. 

“An apology is the be- 
ginning of a process which 
would lead to eventual re- 
conciliation between Tai- 
wanese and mainlanders," 
said Lin Tsung-yi, a psy- 
chiatrist now living in 





Lee: regret. 





on the issue, which 
done more to spur the 
wan independence m 
ment than any other si 
historical event. 

Lin said that durii 
recent dinner for some 
tims' families, Hau told 
that the government sh 
apologise, but who sh 
apologise and how 
when had not been dt 
ed. Without such an 
logy, said Lin, it is pos 
that the intense anger 
the past could still turn 
lent, particularly now 
so much has been published in re 
months about the extent of the military 
police crackdown by Chen I, then gove 
of Taiwan under Chiang Kai-shek. 

"We've been pursuing our work ot 
basis of peace, justice, tolerance and 
giveness," said Lin, whose family : 
worshipped at the same Presbyte 
church in Taipei that Lee attended. 
forgiveness should come when there i 
apology. Where there's no apology, th 
no forgiveness." Lin was among hund 
of Taiwanese subsequently blackli 
from returning to Taiwan because of 
families’ association with the 2-28 a 
Thousands more living on the island ° 
harassed and labelled as criminals dt 
what was known as the KMT’s “white 
ror” of the 1950s and 1960s. Until the 1' 
many victims’ family members were 
denied jobs in government and un 
sities. 

The official report on 2-28, runnir 
12 volumes, has received mixed rev 
from Taiwanese historians. The report 
drafted by a team of scholars unde 








ipervision of a government committee 
eaded by Vice-Premier Shih Chi-yang. 

The scholars had access to previously 
navailable archival material from the Tai- 
'an Garrison Command, the Chiang Kai- 
hek Library as well as the Nanjing ar- 
tives in mainland China. The Nanjing 
aaterial included a copy of an extensive 
Fficial report on the uprising dating from 
47 which had been missing from official 
"cords in Taiwan. 

The scholars, led by Taiwanese histo- 
an Lai Tse-han, estimated that between 
8,000 and 28,000 people were killed. Some 
ivate estimates of the death toll have 
mged as high as 100,000. 

The report also reveals that only one 
'ominent Taiwanese intellectual executed 

the time was actually tried before being 
it to death. 

Critics say that the research group had 
mly selective access to archival material 
àd that the report avoided directly ad- 
'essing what historians say was a system- 
Mc elimination of intelligentsia suspected 

being disloyal to the KMT. Ultimately, 
Miolars say, it is the responsibility of 
miang and his senior military personnel 
at has to be confronted. 

"We need to report the whole truth 
Kher than the half-truth," said Chang Fu- 
æi, a historian at Stanford University's 

over Institute who has spent 10 years 
searching the early years of KMT rule on 
wan. 

Chang was a reviewer of the govern- 

nt report and heavily criticised prelimi- 
wry drafts. She says many of her com- 

ents were accepted, but that much re- 
mins to be done before a fair account is 
itten. 

One reason for the government's reluc- 
mace to be wholly forthcoming may be 
iat many of those involved are still living. 
wese include some prominent military of- 

als, including Ko Yuan-fen, then chief- 
staff at the Taiwan Garrison Command 
wectly under governor Chen I, as well as 

1g Meng-chi, a military district com- 
mnder in Kaohsiung whom Chiang 

ckly promoted to the rank of general 
wr the incident. 

The fear and suspicion the 2-28 incident 
Milled among Taiwanese still afflict the 

iety and many older generation Tai- 
E will not discuss what happened 

younger family members. In addition, 

ne mainland Chinese still accuse those 
raise the subject of stirring up social 

B ethnic divisions for ulterior political 


voc Moanwhilo nriwate eroi bhara 
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MNODONESIA 


Islam and democracy 


Muslim leader warns curbs may backfire 





IBy Adam Schwarz in Jakarta 
Ithough Indonesia's largest Muslim 





organisation, Nahdlatul Ulama 

(NU), withdrew from formal poli- 

tics in 1984, it remains a formidable politi- 

»cal force — and one that the government 

»continues to treat with caution in the run- 

up to the country's general elections in 

June. This was amply demonstrated by the 

rally that NU leader Abdurrahman Wahid 
organised in Jakarta on 1 March. 

Wahid had planned for an 800,000- 
strong rally to show support for his lead- 
ership and his philosophy of Islam as a 
pluralistic force which poses no danger to 
democracy and democratic values. But, 
Wahid says, the government did not issue 
a permit for the rally until the day before, 
and even then the crowd size was re- 
stricted to 200,000. Wahid said police in 
Java's rural areas stopped busloads 
of NU followers from attending the 
rally. 

The rally is not likely to have a 
significant bearing on the June elec- 
tions. But, a disappointed Wahid 
said the failure of the rally to give 
the NU a "conclusive legitimacy" 
would help those whose ultimate 
goal is to change Indonesia into an 
Islamic state. He challenged the 
government to explain why it had 
thwarted the NU's attempts to but- 
tress support for the national ideo- 
logy, Pancasila, which regards Islam 
as only one of several sanctioned 
religions in Indonesia. 

In the view of many analysts, 
Muslim and non-Muslim alike, 
Wahid's struggle to steer Indone- 
sia's Muslims onto the path of democracy 
constitutes what is arguably the most im- 
portant political dynamic at work in Indo- 
nesia today and will have a major bearing 
on the country's political evolution over the 
next decade. 

The NU claims some 30-40 million 
members, or about 20-25% of all Indone- 
sian Muslims. The grandson of the NU's 
founder, the charismatic Wahid is a figure 


The NU rally: path to Muslim 'democracy.' 


leaders, Wahid in late 1990 criticised the 
closing of Monitor magazine after it ran a 
popularity poll in which the Prophet 
Muhammad finished tenth. While many 
Muslims felt the poll was blasphemous and 
demanded the magazine be closed imme- 
diately, Wahid declared the matter should 
be settled in court. 

Wahid also criticised the formation in 
late 1990 of the Association of Indonesian 
Muslim Intellectuals (ICMI), a group spon- 
sored by President Suharto and led by 
Research and Technology Minister B. J. 
Habibie. Wahid and others worried that 
the group would be used to co-opt Mus- 
lim-based opposition to a further term as 
president for Suharto and would "politi- 
cise" Islam on the government's terms. 

In late 1991, Wahid clashed with a 
long-time ideological opponent and senior 
NU cleric, Ali Yafie, over the organisation's 





use of proceeds from a state lottery, which 
is prohibited under Islamic law. Wahid 
ultimately prevailed and Ali Yafie re- 
signed. One aim of the 1 March rally was 
clearly to strengthen Wahid's grip on the 
NU leadership. 

But the more important goal of the rally, 
Wahid says, was to seek endorsement of a 
“non-exclusive” view of Islam. “The size 
of the crowd [less than 200,000] was 





bility are not compatible. It also refle 
concern, widely held in the armed foi 
that some Islamic groups would take 
vantage of any political liberalisation t 
tegrate Islamic tenets more thoroughly 
Indonesia's political approach. 

To counter these urges, the New O 
government has insisted that all Ind. 
sian organisations embrace Panca 
which safeguards the rights of mir 
religions and cultural groups. Wahid 
serts that his view of Islam is the one w 
most closely adheres to Pancasila. 
armed forces, notably, offered early 
firm support for the NU rally. 

"There are, basically, two types of N 
lim leaders in Indonesia,” Wahid s 
“One wants to formalise Islam in the li 
the state. They feel Islam is threatene 
the process of modernisation. They c 
plain about discrimination against N 
lims and say'the government should 
special help to Muslims to redress t 
imbalances." 

"The others, like me, believe that 
norities give life to a nation and mus 
protected. Islam should be implemente 
social ethics and mores, not laws. We 
to protect the national view, not the I: 
view." Although Wahid does not sa 
, directly, the underlying assump 
is that only if his view of Islam 
vails will the government pe 
Indonesia to move further and fi 
down the road to democracy. 

The debate over Islam's pla 
Indonesia is not limited to an ii 
nal rift within the NU, but 1: 
across the country's major Isli 
groups. In addition to the NU 
ICMI, these include the United 
velopment Party, the Islamic-ro 
political party and the Muh 
madiyah, the other main Isl 
socio-cultural organisation. 

Some analysts believe Wahi 
exaggerating the ideological : 
between him and his oppone 
Aswab Mahasin, of the social 
ences institute, LP3ES, is one. 
says the Islamic leaders distrustec 
Wahid "are not necessarily exclusive, 
are just fighting for their rights. The di 
ence between the two sides is not or 
principle but of nuances and tactics." 

Mahasin and other analysts say th 
should consider the 1 March rally a 
cess and proof that the NU does hold 
siderable sway. Obtaining a permit 
such a large rally so soon before elec! 
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The soul of S ingapore 


A museum district designed to turn the republic into an art mecca 


By Mary Lee in Singapore 


he time has come, according to 

the government, for “Singapore to 

find its soul.” To that end, the re- 

public is creating a new museum 
district which will include an Asian Civili- 
sations Museum, a Fine Arts Museum, a 
children’s museum, a history museum and 
a people's museum. "It cannot be by bread 
alone that we live," said Brig.-Gen. George 
Yeo, minister for information and the arts, 
as he recently announced the museum 
scheme. 

Many artists, art dealers and collectors 
are delighted with the idea, which, said 
Yeo, will require a flourishing of artists and 
critics if it is to succeed. Besides discover- 
ing Singapore's soul, Yeo also has in mind 
transforming the republic into a centre for 
art and antiques. “The development of a 
regional arts and antique market in Singa- 
pore will help the development of our 
museums, and vice versa," said Yeo. 

Yet, Yeo's linking of art and antiques 
has upset some specialists who say that 
becoming a centre for art is not like build- 
ing the world's No. 1 airport. But true to 
form, the Singapore Government's prag- 
matic approach to art (and antiques) may 
be prescient. For Hongkong's imminent 
return to China may create special worries 
for the colony's art dealers and collectors, 
and Singapore may find itself in a position 
to assuage those worries. The trouble is 
that China has not clearly stated whether 
or not its strict laws prohibiting the export 
of art antiquities will apply to Hongkong. 
Without a clear answer, safe havens for art 
may come in handy. 

Earl Lu, an artist and collector who is 
also chairman of the fine arts museum 
committee, says Singapore will make its 
mark not with Chinese art, but with South- 
east Asian art and ceramics. "We can spend 
our entire reserves on Chinese ceramics or 
Western paintings, but we would still not 









selves who make a name for the city-state. 
What is interesting about Singapore is that 
the visual arts is an arena the powers that 
be leave relatively free and standards are 
high. In a place where writing is not en- 
couraged, journalism is less than lively and 
playwrights must submit their work to the 
censors, painters and sculptors do pretty 
much what they like when they like. 

And the results are receiving more and 
more attention. Indeed, over the past 12 
months, three expensive glossy directories 
of Singapore artists have appeared, the 
most comprehensive being the 300-name 
Singapore Artists Directory published by 
Empress Place, an exhibition centre by the 
Singapore River. Many are watercolour 
painters who, according to Singapore's 
pioneer art promoter Della Butcher, rate 
among the best in the world because of 
their training in Chinese watercolour. 

There are some sceptics though. They 
say that Singapore's general lack of tole- 
rance for rebels and failures discourages 
creativity and appreciation of creative ta- 


Remember the “Beijing Nudes paintings? 


s — 


lent. But, say others, if any city can at 
artists to display and sell their work tc 
discerning rich while actively discoura 
dissent, Singapore would be it. 

Already, Singapore has developec 
active market for Chinese paintings 
cause the government's promotion of 
nese culture led to an interest in thi: 
form. Most patrons are Chinese Si: 
porean professionals, who, Butcher : 
"feel more comfortable with Chinese 
Western art." 

Similarly, interest in Chinese cera: 
has expanded in recent years and n 
exhibitions of Han and Tang fine arts | 
been held at Empress Place. 

And in October, the local Ceramic: 
ciety displayed more than 300 piece 
Han ceramics in the National Museu! 
was considered as one of the best ex 
tions to date. All of the items came |! 
the private collections of Singaporeans 
resident expatriates. 

Despite these signs of growing int 
in art, Singapore as Asia's art hub is li 
to take a while. It is unlikely that gov 
ment interest in promoting art wil 
translated into generous funding. A 
tional Heritage Board, which will rur 
five-museum precinct, is to be formed 
year. The museum scheme calls for 
opening of the Fine Arts Museum in : 
the history museum by the end of 1996 
the others in later years. Indications are 
the museums will have to squeeze alr 
generous foundations, business houses 
rich individuals to pay for their operati 
costs and acquisitions. The governmer 
ready provides tax write-offs for indi 
als and companies who donate art 
antiques to the museums. 

Yeo disclosed that the Finance Min 
was looking into ways of making "taxi 
of the trade in artworks internat 
ly competitive" in order to attract bu 
sellers and auction houses to Singa] 


The conflict between quality and pi 
flies stl! ha sharan feram the etort 





APAN 


Salaryman’s secrets 


. Fuji Bank employee tells all 


' Robert Guest in Tokyo 


romotion comes with seniority ina 
p traditional Japanese bank, so any- 
one who works at one for long 
ough is sure to become at least a junior 
anager. But not Akio Koiso. Although he 
s been with the Fuji Bank for 30 years, 
will never even rise as far as section 
ief. The reason: Memoirs of a Fuji Bank 
tployee, his account of the rotten life of a 
laryman at the bank. 
Koiso's book describes his career of 
nstant agitation for shorter working 
urs and more humane senior-junior re- 
ions. Written in an informal, anecdotal 
le, it has become an instant best-seller 
aong Koiso's fellow salarymen and 
men, with 60,000 copies sold in the first 
'ee months since it was published in late 
31. 
The book's popularity has led to several 
evision appearances, and he has become 
nething of a national figure. Or, as he 
ts it: "I suddenly became famous." He 
tiles and then adds: “So the bank can't 
'k me now." He still works at the branch 
Senzokucho, Tokyo, shunned by his su- 
riors but quietly supported by his col- 
igues. Koiso's lonely campaign to 
prove working conditions — started 
«en he was in his twenties — has slowly 
and an audience. For instance, karoshi, 
* recently spreading phenomenon of 
ath by overwork, has become a house- 
d word. 
The Labour Standards Law of Japan 
tes quite clearly that an employer may 
force his workers to work more than 
tht hours a day, or 40 hours a week, but 
»as long been normal for bank employ- 
(among others), to turn up for work at 
) a.m., and not arrive home until after 
inight. Koiso calculated in 1985 that 
und 40% of Fuji Bank employees on 
rage got home after midnight; he sent a 
wage of complaints to the management, 
manding that they abide by the law. 
[he trouble was, since there was no- 
ag written down anywhere in the com- 
ay rule book saying that staff had to do 
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So Koiso gave the facts to sympathetic 
journalists, and articles with headlines like, 
"100 hours overtime/month; 20 hours 
pay" began to appear in the newspapers. 
Koiso wrote letters of complaint to the Diet, 
the Ministry of Finance and the largest la- 
bour unions. 

In fact Koiso's agitation, even before he 
became famous, was disruptive enough to 
make the bank want to get rid of him. One 
of the anecdotes from his Memoirs recounts 
how since it is extremely difficult to fire an 
employee in Japan, Fuji tried to make him 
quit of his own accord. 

He was transferred to the branch in 
Kitami, a small town in Hokkaido with 
temperatures that reach -25°C in winter. 
One of the services that 
the Fuji Bank traditionally 
offers to its customers in 
remote rural areas is 
home delivery. In winter, 
this is not a popular task, 
which is why the bank 
gave it to Koiso. 

He was made to cover 
8 km in the snow before 
lunch every day. Nor- 
mally the bank would 
have provided someone 
doing this job with a car, 
or at the very least a mo- 
torbike, but Koiso was 
only given a bicycle. For 
a whole month he 
slogged through the 
snow fighting frostbite 
and exhaustion, until fi- 
nally he began to worry 
that the effort was going 
to kill him. Most people would have quit, 
but Koiso decided to organise a protest in- 
stead. 

He described his situation to the 
branch's female employees, who promptly 
joined him in ostentatiously ignoring the 
boss. Each day, when the manager arrived 
at the office and greeted his subordinates 
with a cheery "Good morning, he was 
met with a wall of silence. When he asked 
one of the cashiers to do something, she 
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Not a company man. 


and the cashiers were granted the right tc 
go home as early as 7:15 p.m. every day. 

Despite this success, not all the male 
staff at the bank supported him. In fact 
Koiso's confrontational style, his obviou: 
lack of respect for authority, and th« 
number of swearwords be uses to drive 
home his point have earned him quite é 
few, especially male, detractors. 

"When I was younger," he says, ex 
plaining the roots of his rebellion, "I usec 
to work such long hours that I would sleep 
all weekend, and have no time whatsoevei 
for my family. And this was no differen! 
from any one else at Fuji." 

A female friend of his died of karoshi, he 
says, as did a branch manager he knew ir 
Kobe. Another Fuji Bank employee threw 
himself into a river because he could no! 
stand the stress of working so hard. The 
man's parents were quoted in a newspa: 
per as saying he had been “killed by the 
Fuji Bank.” 

Koiso seethes at this. “It is absurd thai 
the banks in Japan should be wasting their 
breath on lofty subjects like internationali- 

sation, when there are 
g such basic problems to be 
: solved as slave-like work: 
* ing conditions," he says. 

His campaign is be 
ginning to work. Since 

Memoirs of a Fuji Bank 

Employee was published, 

many of his colleagues 

are starting to go home at 

7:30 p.m. or so. Koiso as- 

serts somewhat modestly 

that this is probably the 
result of the bank's em- 
barrassment following 
the recent financial scan- 
dals, but no one seriously 
doubts that his book was 
at least part of the cause. 

Despite these gains, 

Koiso says much more 

needs to be done. For 

example, karoshi is rarely 
recognised by the courts, and compensa- 
tion to families is rarely awarded. A judge 
recently upheld the decision by Hitachi Ltd 
to sack a man for not doing overtime. 
However, Koiso says that the current la- 
bour shortage has made young Japanese 
graduates more selective. Places like Fuji 
are losing their appeal. If they are going to 
continue to attract enough recruits to fill 
their vacancies, they are going to have to 
make life a little easier. 
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Ethno-thriller 


Rising Sun by Michael Crichton. Alfred 
A. Knopf, New York. US$22.00. 


If this mean novel about the Japanese 
remains at the top of US bestseller lists and, 
yas is likely, becomes a blockbuster Holly- 
wood movie, then many Americans will 
be convinced that the Japanese are their 
post-Cold War enemy. 

Already, Michael Crichton's breathless 
detective novel-cum-social commentary 
has become the darling of US newspapers, 
magazines and television talk shows. The 
reviews, for the most part, have veered 
between raving and gushing; one review, 
on the first page of The New York Times Book 
Review, placed it in the exclusive club of 
books of fiction that can change the course 
of history. There have been, luckily, a few 
voices of caution. It is unsettling that many 
Americans seem content to glean their in- 
formation about the US-Japan relationship 
from a piece of fiction. 

With all this attention, though, Crichton 
is well on his way to attaining one of his 
objectives, for he keeps making the Japan- 
ese in Rising Sun say "business is war" and 
leads Los Angeles police detective Lieut 
Peter Smith — a naive and well-meaning 
Everyman protagonist from whose point 
of view the story is told — to the revelation 
that “we are at war with Japan." 

But surely demonising the Japanese is 
not the best way to attain Crichton's other 
objective of making Americans regain their 
economic and technological pre-eminence 
and with it their self-confidence. Neglect 
of domestically created problems and de- 
humanisation of Americans themselves are 
among the likely consequences of Japan 
bashing. 

Crichton is an accomplished author 
of hi-tech thrillers and, on one level, 
Rising Sun belongs to that genre. A beau- 
tiful Caucasian woman is murdered at the 
gala opening of the Los Angeles head- 
quarters of a Japanese keiretsu (business 
group), Nakamoto. The story centres on 
Smith's sempai (mentor) Capt. John Connor 
— à fabled detective and Japan expert who 
acts more Japanese than American — 
solving the mystery, deciphering state-of- 
the-art Nakamoto video tapes of the mur- 
der scene which are doctored to deceive. 














stop his investigation. 

As often happens in 
fiction with a special 
message, the plot and 
characters in Rising Sun 
are overstuffed; some co- 
incidences are too con- 
venient and characters 
tend to make long 
speeches that slow the ac- 
tion. Numerous Japanese- 
language passages contain 
awkward expressions and 
plain mistakes; Crichton, 
perhaps fearing a Japan- 
ese sabotage against his 
book, did not go for the 
best translation advice. 

Nonetheless, Crichton 
deftly mingles fact and fantasy, present 
and future for maximum impact. The 
murder takes place in the not-too-distant 
future when both Japanese "domination" 
of America and the deterioration of the 
American will to regenerate itself have 
evidently accelerated. 

In Rising Sun, just about everybody of 
consequence seems to have been bought 
by the Japanese or are afraid to upset them. 
Conversations in cars are frequently inter- 
rupted when they hit deep potholes on 
streets and highways. Asahi Beer has just 
overtaken Budweiser as America's No. 1 
beer. In reality, America is not quite there 
yet, and does not have to be. 

Yet Crichton seems certain that this fu- 
ture is an extrapolation of the present. The 
copyright page states that Rising Sun is a 
work of fiction. But then insists: "Refer- 





No short cuts 


Japanese Economic Development: 
Theory and Practice by Penelope Francks. 
Routledge, . London. £35 (LIS$63.65). 


Almost any book should be wel- 
comed if it attempts to explain Japan's 


economic progress to a wider audience. 


Penelope Francks, who lectures at 
Leeds University in Britain, has made a 
useful contribution to the rapidly 


MICHAEL CRICHTON 


proven inadequate. 


ences in this novel to events or activ 
concerning certain Japanese corporat 
(Matsushita, Minolta . . .), to former J 
nese prime ministers (Takeshita 
Tanaka) and to certain American corp 
tions (Cray Resea 
Emerson . . .) are tr 
But how many Ameri 
know which Japa 
company names are 
tional and which 1 
Many readers will 
alarmed, thinking 
Crichton's frightening 
ture is now. 

Crichton attempt 
add extra authority t 
book by citing recent 
visionist" literature o: 
pan in a bibliograph 
yes, a bibliography. "| 
approach to Japan's 
nomic behavior, 
America's inadequat 
sponse to it, follov 
well-established body of expert opini 
he says. The acknowledgment page 
that some revisionist writers, inclu: 
James Fallows and Karel van Wolf 
read over drafts of the novel, hel 
Crichton. Those who know the revisio 
can guess which one of them coachec 
author on particular passages. 

The revisionists have clearly earn 
place in Japanese historiography for 
vincingly challenging the established | 
war US understanding of Japan, w 
tended to see it in an uncritically be 
light, sometimes to the US' detriment 
in taking on the entrenched orthodoxy 
revisionists have often gone to the o 
site extreme. Balance is not their forte 

One of the revisionists’ com 
claims is that they are simply being ri 
tic — instead of starry-eyed — abou 


nomic development. Both rich and po 
nations want to see what lessons the 
are for them. Francks is addressing tl 
latter category. Indeed, a third of tł 
book is devoted to a 

In the preface, Arthur Stockwin (tt 
editor of a series of books — of whic 
this is one — that was partly sponsore 
by the Nissan Institute in Britain) argu 
that Japan’s development experienc 
“has much to offer" states for whoi 
Western development models hav 
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Komatsu makes many things. Construction machines such as excavators, bulldozers, 
dump trucks, and wheel loaders. Industrial machines such as presses and robots. 
Tough, reliable technology built by local communities for global needs. 





Siam Lodge Group of Hotels 


provides 
executive 
travellers 
with 
sustenance 
and 
substance 


As one of Thailand's leading hotel-group 
Siam Lodge Group of Hotels 
understands that the frequent 

business traveller needs to keep 
in touch with what's going on in 
the Asian region. 
That's why it provides executive 
guests with the most 
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pan. Crichton makes a similar claim, stat- 
ing in recent interviews that his book is 
“non-judgmental.” 

Rising Sun is anything but that. The 
Japanese depicted — or more often ex- 
plained by American protagonists — in the 
novel are robots without values or person- 
ality, reacting with Pavlovian predictably 
to any given situation. Yet they are adept 
and ruthless at manipulating others for 
their collective gain, and bring out the 
worst in Americans who fall for them. 
Japanese men despise women and have a 
penchant for kinky sex. 

A Japanese-American woman with a 


| deformed hand whose father was black 


tells how cruel the Japanese are to mixed 
bloods and the physically handicapped. 
Because Japanophile Connor's loyalties are 


| somewhat suspect, his damning pronoun- 


cements about the Japanese character carry 
all the more weight. And Connor keeps 
saying that the Japanese are the world’s 
biggest racists and think every foreigner is 
a “stinking, vulgar, stupid barbarian.” 
What effect will the book have? The 
American public may mercifully read it 


_ with an appropriate pinch of salt. The post- 


war experience showed that war-time 
propaganda images of the loathsome 
panese evaporated quickly. But toc 
America’s legitimate complaints aga 
Japan are compounded by what one c 
mentator calls a “diminished giant : 
drome," making Americans intoleran 
Japanese frailties and super-sensitive t 
norant and bigoted criticisms the Japa) 
hurl at them. 

The Japanese might ponder why ! 
are so vulnerable to negative stereotyp 
In reviewing Rising Sun, some US cr 
have warned generally of the danger 
villainising a whole nation but few I 
challenged Crichton's characterisatioi 
the Japanese based on concrete knowle 
of them as individuals. With all the 
panese living abroad and all the foreig 
living in Japan, the Japanese have mor 
less kept to themselves, having little : 
tact as individuals with non-Japan 
Given Japan's insular past, interacting " 
others may not come naturally to r 
Japanese, but it is an essential first st 
they are to break down stereotypes 
win the trust of others which is so sc 
lacking. m Susumu Awano 








Wild Swans by Jung Chang. HarperCollins, - 
New York. US$25. 


In April 1984, while waiting to board a 
flight to Chengdu at White Cloud Airport 
in Canton, I struck up a conversation with 
a middle-aged Chinese woman. As we 
took seats together on the aircraft, the 


, woman, a professor of English at Sichuan 


University, began telling me how she had 
suffered during the Cultural Revolution. 
Radical leftist students had tied her wrists 
tightly behind her and for three weeks 
hung her in the "airplane position" from a 
pole running under her wrists and over 
her back. The nerves serving her hands and 
fingers were damaged to the point that she 
now must steady one hand with the other 
to write without shaking on 
her classroom chalkboard. 
Eating with chopsticks also 
presents a daily challenge. 
Most people who travel 
in China hear similar stories 
of the sufferings of intellec- 
tyals during the Cultural 





China and its albatrosses 


the year Chang's grandmother was b 
to 1966. The second half covers in px 
taking detail Mao's systematic destruc 
of his opposition, real and imagined, i: 
chuan province and in Chengdu, when 
author's parents were serving as se 
communist party officials. 

The early years lay the historical f 
dation for what was to come after lil 
tion in 1949, Chang's grandmother, 
daughter of a police official in south 
Manchuria, became the concubine 
warlord general at the age of 15. Upor 
death of her master, she escaped the 
fines of her family and ultimately fou 
modicum of happiness as the wife 
doctor. 

But as the Japanese tightened 
grip on Manchukuo, 
grew harsh for Cha 
grandmother and mo! 
Later, when the Nation: 
replaced the Japanese 
proved nearly as bn 
Chang's mother becam 
agent for the commur 


ith more fire, though the words seem to 

those of her mother. The reader can 
sualise mother revealing the family’s 
igedy with barely concealed emotion and 
ughter trying to capture the feelings and 

2 substance on paper. 

Disillusion with the party sets in after 
eration, but at an imperceptibly slow 
ce. The newlyweds are sent to Yibin, Si- 
uan province, the husband’s ancestral 
me, where he soon becomes mayor. By 
53, the two had moved to Chengdu, 
here Chang was born in 1952. 

In a 1955 campaign aimed at ferreting 
it “hidden counter-revolutionaries,” 
1ang’s mother came under suspicion be- 
use of her family's former contacts with 
' Nationalists in Manchuria. She was 
spended from her post and detained for 
vestigation. She and other detainees at- 
aded mass rallies where "enemy agents” 
re publicly humiliated, sentenced, 
ndcuffed and led off to prison. After her 
ease, she remained loyal to the party, 
ugh her ideological fortitude was wear- 
z thin. 

There followed the Hundred Flowers 
vement and the Great Leap Forward, 
aich ended in economic collapse and 
nine. Chang's parents watched in hor- 
' but kept the faith, hoping for a turn for 
' better. The turn came. In 1966, Chang's 
her was detained on trumped-up 
arges that he had not done enough to 
m the growing tide of Red Guard vio- 
ce in the middle schools. He was re- 
sed only after his wife travelled to Pe- 
1g to plead his case at the highest levels 
government. 

But a year later, after her husband 

te to Mao protesting the arbitrary and 
ital nature of the anti-rightist cam- 


wens, he was arrested again when he A DEI IGHT Fl IGH T 
‘nly refused to participate in the per- 


tions. Again Chang's mother was off 





'eking to plead her husband's case be- Comfortably seated with seat belts fastened 
' Zhou Enlai. Although she succeeded, you feel relaxed, though the aircraft 
husband suffered a nervous break- I f : 
vn. Their earlier reprieves were short- moves faster . . . and faster 
'd, and for the next two years they were before it takes off like a piece of Muslin in the air. 
and out of detention. 
Wn 1969, Chang's parents were exiled to Relax. And let the journey be delightful. 


k camps. By then her father was a 
Ktered man. Even after his death in 1975, 
family had to struggle to clear his name is a little extra care and attention. 
rder to relieve the family of the burden 
mis "crimes." 
-hang's eyewitness account of the Cul- 
ml Revolution and the crushing impact 
id on her parents and siblings is the 


It is as simple as taking care of your needs from time to time. All you want 


Y ou know that we know that. 


With Biman, it's a delight flight 
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In their own backyard 


Japanese foreign ventures to tap Asian capital markets 





"By Anthony Rowley in Tokyo 
apanese banks and securities houses 
are poised to advance further into 
Asia. Their plans are likely to give 
regional stockmarkets a substantial 

boost, as they seek to persuade Japanese 
companies to list their Asian joint ventures 
on local stockmarkets. In addition, the re- 
gion’s huge needs for project finance in the 
1990s, especially for energy and infrastruc- 
ture projects in Southeast Asia, look like 
being met. 

This accelerated drive into Asia by Ja- 
pan’s banks and brokerages complements 
the huge build-up in Japan’s economic 
presence in the region through direct in- 
vestment and trade. But there are more 
specific factors propelling the shift. 

Because their international lending 
growth is constrained by capital re- 
quirements of the Bank for International 
Settlements (BIS), Japanese banks are de- 
emphasising the US and Europe and 
turning to their own backyard. At 
present, Japanese commercial banks’ 
loans to the rest of Asia amount to 
around US$6 billion a year, 20% of their 
international lending. Their total out- 
standings in Asia are US$51 billion, 10% 
of their total worldwide exposure to 
non-bank borrowers. 

But sources at the Bank of Japan (BOJ, 
the central bank) say that Asia will be 
allocated “the major part” of new com- 
mercial lending from now on, while 
lending in the US and Europe will 
stagnate or decline. The return on assets 
is generally higher and loan defaults 
lower in Asia because these economies 
are growing more rapidly than other 
parts of the world. Rather than buying 
business on narrow margins, as they did in 
the US and Europe, Japan's financial insti- 
tutions will be aiming to make higher pro- 
fits in Asia. 

A source at BO! told the REVIEW that the 








they can profit from boosting corporate Ja- 
pan's fund-raising on local stockmarkets — 
especially in Asean. 

The move into overseas securities busi- 
ness will bring Japanese banks and brokers 
into head-on competition with each other. 
Article 65 of Japan's Securities and Ex- 
change Law separates commercial and in- 
vestment banking activities at home, but 
banks are free to do securities business 
overseas through investment-banking sub- 
sidiaries. 

In an interview, Mitsui Taiyo Kobe 
Bank's senior deputy general manager for 
Asia and Oceania, Noriaki Yamaguchi, 
emphasised that the bank plans to concen- 
trate on listing Japanese joint ventures (the 
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STOCKMARKETS 
UTS VA 


corporate structure of most of the coun- 
try’s investment in the region) on Asian 
regional stockmarkets. Meanwhile, Shinzo 
Katada, the head of the Asia and Oceania 
Division at Nomura, Japan's biggest secu- 


sion of joint ventures in the first tl 
countries has been rapid and the | 
stockmarkets are thought ripe for tapp 

There are more than 4,600 Japar 
ventures in principal Asian countries, 
cording to Toyo Keizai Shimbun. Som 
these are actually ventures between Ja] 
ese locally incorporated subsidiaries 
their parents — though many are witl 
digenous partners. 

Japan's direct investment in the rej 
emphasises joint ventures and is con 
trated in the automotive, electronics 
textile industries. But many others are 
volved beyond big names such as To 
and Toshiba, Mitsubishi and Hitachi. 

The aggregate capitalisation of Japai 

joint ventures in Asia comprises 5- 

of the total capitalisation of the ] 

stockmarket, though in Indonesia 

much larger than the market. Gener 
the number of joint ventures dwarf: 
number of locally listed compas 

Such figures indicate the effect 

joint-venture listings could have on | 

bourses, whose rapid growth sh: 
make them a sizeable source of ca 
for Japanese firms. 

So far, very few joint ventures 
listed locally and even fewer Japa 
wholly owned subsidiaries. The Ya 
group's Hongkong department st 
are one of the few exceptions. Ra’ 
the joint ventures have been capital 
through a combination of Japanese 
local equity plus bank loans. 

Bankers and brokers in Tokyo 
that the bulk of such ventures in 
have only come on stream recentl 
the need for working capital wil 
crease sharply. With share prices 
turnover on the Tokyo Stock Exch; 

severely depressed, Japanese partners 
no longer tap it for equity to finance ^ 
joint ventures. And lower profits in Ji 
are eating into their cash reserves. 

Mitsui Taiyo Kobe's Yamaguchi r 





at listing on Asian stockmarkets should 
peal to local equity partners, who are in- 
'asingly being called upon by Japanese 
erests to inject more capital as funds dry 
' in Japan. 

Japanese brokers, though, would ap- 
ar to be at a disadvantage, since they 
ve not built up the lending relationships 
joyed by banks with Japanese joint ven- 
res in Asia. But the brokerages do have 
ent relationships with many of them in 
pan. Further, the special country funds 
r Asia which the Big Four securities 
uses (Nomura, Daiwa, Nikko and 
imaichi) have launched provide a vehi- 
' for marketing stocks of listed joint ven- 
res to international investors. 

Yamaguchi argues that the relative ab- 
nce of long-term local financing in many 
utheast Asian countries should make the 
uity route attractive to issuers. Only the 
ort-term money markets are well estab- 
hed, he says, while the local bond mar- 
ts are generally ill-developed. 

In contrast, Japanese banks have deve- 
xed a major business making longer-term 
ans to Japanese companies in Asia. But 
cause of their restricted deposit base in 
ian countries and the small size of local 
rerbank markets, Japanese banks have to 
ad such loans from short-term US-dollar 
posits taken in the offshore markets of 
agapore and Hongkong. 

Obtaining a local listing for Japanese 
nt ventures would facilitate the repay- 
ent of bank loans in some cases, in turn 
owing banks to reduce their risk assets 

to diversify their asset base without 
ining BIS limits. Japanese banks, of 


Launching 
the lifeboat 


Operation Save our Stockmarket — sos 
for short — appears to be under way in 
"Tokyo. A new investment trust has 
been launched by Nikko Securities de- 
to channel iio Digi 
institutional funds into the depressed 
market. 
There have been claims that the Y200 
ion (US$1.5 billion) Shin Jitsuryoku 
or ^new-growth," trust from 
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course, are hardly likely to advertise this 
fact. 

Not all Japanese banks, however, intend 
to stress equity financing. Industrial Bank 
of Japan (1BJ), one of the nation's three long- 
term credit banks, will look for increased 
lending to Japanese subsidiaries in Asia, 
according to the chairman of the bank's 
Southeast Asia committee, Hajime Yosano. 

Japanese banks like iB], which specialise 
in long-term industrial financing, also see 
big opportunities in financing energy and 
infrastructure projects in Asean, Hongkong 
and Taiwan. Infrastructure spending re- 
quirements in the region over the next 10 
years are estimated at around US$2.5 
trillion, of which a major part is likely to 
be met by official development assistance. 
But this will still leave a huge require- 


the heels of official calls for action to 
boost the stockmarket — were bound to 


spark speculation of stock buy-backs. 


worried about the worsening impact of 
the long-running bear market on the 
nation's economy, are urging that com- 
panies should be itted to buy up 
their own stocks. Kamei, head 
of a special economic project team set up 
by the ruling Liberal Democratic Party, 
argues that a revision of the Commercial 
Code to allow this would mean that 
"each y could be ible for 
its own share price" [REVIEW, 27 Feb.]. 
But any revision of the Commercial 
Code can be expected to take some time, 
in the current confused politi- 
situation, while the problems of the 


ment for bank loans. 

In terms of project finance, annual loar 
demand could reach tens of billions of dol 
lars, with energy projects alone likely t 
require US$40-50 billion over the next five 
years. Japan's banks are eager to increas 
the numbers of such loans on their book: 
because these typically earn spreads o 
more than twice the average margin avail 
able on loans syndicated in Hongkong o: 
Singapore. 

By concentrating on more profitable 
lending of this kind, Japanese banks car 
hope to build profits and reserves and thu: 
offset BIS capital constraints. The syndi 
cated-loan markets in Asia are in any cas 
declining, as sovereign borrowers such a: 
Malaysia, Thailand, Indonesia and ever 
China tap the Japanese Samurai bond mar 
ket or New York's Yankee bond marke 
for funds. 

Project lending will bring Japanest 
banks into sharp competition with bank: 
from Europe and the US. All will be jock 
eying for the position of lead manager 
which earns higher fees than other partici 
pating banks. This is especially importan 
for capital-constrained and profit-consciou: 
Japanese banks. 

Japanese banks also plan to emphasis 
Asia more in their overseas branching 
strategies. At present they have a total o 
318 branches worldwide. Asia is home tt 
82 of these branches, well behind the 13t 
in the US and only marginally ahead of th« 
77 in Europe. But the balance is likely t 
tip decisively in Asia's favour as the em 
phasis of the banks' global — 
changes. 


of which investors will be unable to sell 
stocks. The fund's nominal aim is to bid 
"aggressively" for rises in the price of 
the stocks it purchases. 
According to the Mainichi Shimbun, — 
however, it is being marketed to Ja- - 
anese corporations as a means of 
their own stock 
The — 
approve new investment vehicles, says 
wl keep a cee veto o er cfe DRE 
Commercial Code and other regulations | 
are not breached. Yamaichi Securities — _ 
gest of the four, and Daiwa have not yet. 


made their intentions known. 
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Catch as catch can 


IUS car giant redoubles push into Asia 





Sy Car! Goldstein in Hongkong 


eneral Motors (GM) of the US is 
C mounting a campaign to reclaim 
lost ground from the Japanese 
sautomakers that dominate Asia. Un- 
sdaunted by the unravelling of its partner- 
sship with South Korea's Daewoo Motor 
sand its estrangement from its affiliate, Ja- 
pan’s Isuzu Motors, the world’s largest 
automaker announced in January a US$30 
million investment in a joint venture to 
make pick-up trucks in China. 

The next step should come by mid-year, 
when the company is expected to finalise 
arrangements for a joint venture in Indo- 
nesia to assemble cars and trucks. In June 
1991, GM and Taiwan's Chinese Automo- 
bile Co. (CAC) announced plans to build 
15,000 Opel Astras a year for the Taiwan 
market. Production is slated to begin in 
1993, and GM has high hopes that favour- 
able consumer attitudes towards US cars 
will result in strong sales. 

Nonetheless, GM faces steep obstacles in 
its effort to catch up in Asia. Most markets 
are dominated by Japanese assemblers or 
by a heavily protected local favourite, such 
as the Proton Saga in Malaysia. 

At any rate, the company does not ap- 
pear to be minimising the difficulties it 
faces. “We don't envision instant success 
in beating the Japanese," says Ronald 
Gilchrist, General Motors Overseas Corp. 
executive vice-president. “Rather, the idea 
is to establish our presence and then ex- 
pand on a step-by-step basis." 

China, Taiwan and Indonesia form the 
core of the firm's strategy for Asian mar- 
kets outside Japan, according to Gilchrist. 
While the car market in China is crowded 
with foreign entrants, the market for light- 
commercial vehicles has barely been 
tapped. 

Taiwan's strong auto imports — GM has 
sold 80,000 cars there in the past three years 
— support the strategy of manufacturing 
on the island. The fact that Taiwan drives 
on the right, as does China, makes it an 
even more attractive target, because North 


precem vehicles can be introduced more 
I aale 


pean subsidiary. One indication of GM’s 
new approach was its March launch of an 
advertising campaign comparing the 
upmarket Cadillac Seville's fuel economy 
with the Nissan Infiniti's to counter the 
image of American cars as gas-guzzlers. 
GM has also moved to strengthen its dis- 
tribution network, and it is aiming to in- 
crease component sales to US$450 million 
by 1996 from US$200 million last year, ac- 
cording to Tokyo-based spokesman David 
Bodkin. 


US auto companies have been roundly 
criticised for not selling right-hand drive 
vehicles in Japan. GM is pinning greater 
hopes on the introduction of a right-hand 
drive Saturn, though this may not come 
for two or three years. 

GM could certainly use good news from 
Asia. The company had a record loss of 


GM lags in Asia 
Vehicle sales, 1991 | 
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US$4.5 billion in 1991, a figure that would 
have been much higher if not for the 
US$2.1 billion in profit racked up by its 
European subsidiary. 

No overall information on the profit- 
ability of GM's Asian operations is avail- 
able. But its Australian venture, General 
Motors Holden, reported net income of 
A$53 million (US$40 million) on revenue 
of A$2 billion in the first half of 1991. 

Results were not so good in South Ko- 
rea, where GM is on the verge of selling its 
50% stake in Daewoo Motor, despite in- 
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prohibitively expensive. As a result, it 
not be possible to replace these sales. 

GM's relationship with Isuzu Motor 
which it has a 37.5% stake, has been a 
appointment to both sides, though it 
not reached the breaking point. Isuzu 
plies diesel engines and trucks that 
badged as GM models. But the compe 
have carried out no joint-developr 
work, generally considered a ke 
cutting costs. 

Poor communication between De 
and Tokyo was clearly on display w 
GM management was caught unaware 
Isuzu's announcement in December 
pre-tax loss of US$381 million on reve 
of ¥47.3 billion (US$366 million). 

The GM joint venture in China re 
sents a further step back from closer ci 
eration with Isuzu. Rather than usin; 
Isuzu model, the venture will manufac 
a GM 1-tonne pickup. Indeed, this so-cz 
S-class pick-up truck is to become the 
company’s main entry in the market 
light commercial vehicles throughout 2 

Overall, the strategy emphasises u 
a small number of models to hold di 
manufacturing costs: the Opel, a 1.6 ] 
engine car, in Taiwan and Indonesia 
the S-class pick-up truck in China anc 
donesia. In future, the limited rang 
models will make it easier to supply i 
cility in one country with parts made ı 
where in the region. 

GM chose China as the first place in. 
to manufacture the S-class pick-up tr 
GM will take a 30% equity share in Ji 
GM Automotive Co., a US$100 mil 
venture with Shenyang-based Jinbei 
tomobile Co. 

Production at the Jinbei factory is 
to begin later this year. Output is to b 
slowly, with barely 1,000 GM trucks 
duced this year, though the company 
still make 20,000 of Jinbei’s current mc 
a 2-tonne truck. 

This vehicle will continue in produc 
in reduced numbers, and by 1998, the | 
calls for the production of 50,000 GM tn 
and 10,000 Jinbeis. One key to the venti 
success will be in avoiding some of 


. pitfalls often associated with doing t 


ness in China. The company may be 1 
ing that Gilchrist’s China experience 
he was involved in the early day: 
Chrysler's Beijing Jeep venture in the e 
1980s — will help. 

One of the biggest problems for for 
companies has been getting foreign 
change to pay for imports. GM has 
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thorities were pushing for production 

els higher than market demand justified. 

Although the overall Chinese market 

iounted to 630,000 vehicles in 1991, all 

t about 40,000 were trucks. Also, Chi- 

se officials would have wanted GM to 

port cars, whereas the company is 
ünly interested in the local market. 

In Indonesia, GM assembles Chevrolet 

‘k-up trucks and utility vehicles under 

ence to Garmak Motor, which is owned 
Probosutedjo, a step-brother of Presi- 

nt Suharto, and P. T. Indauda. Gilchrist 
is plans are well advanced for GM to 
ablish a venture with these companies 
it will produce pick-up trucks. 
A Jakarta-based analyst says Indonesia 
wuld probably welcome an investment 
m a US auto company to counter the 
ong Japanese presence in the domestic 
lustry. Market-leader Astra Interna- 
nal, a Toyota assembler, last year had 
xe than half the vehicle market, which 
ounted to 263,000 units. 

Of these, 215,000 units were classed as 

mmercial vehicles, including Astra's big- 

st seller, its jeep-like Kijang Land 
iiser. The reason for the sleight of hand 
imply that Indonesian tariffs are pitched 
ich lower for commercial vehicles than 

passenger cars. While tariffs on this 
egory are expected to fall eventually, GM 

*cutives are confident there is room for 

»wth in the auto market. 

‘GM's Taiwan venture is different from 
ones in Shenyang and Jakarta. Rather 
n taking an equity stake, GM has a con- 
"t-assembly arrangement with CAC. The 
'wan company had previously been the 

tributor for former market leader Yue 
mg Motors, a Nissan affiliate. 

Based in the Taipei suburb of Hsin- 

sang, where it assembles Citroen trucks, 
` will manufacture 15,000 Opels, a 1.6- 

» engine model introduced in Europe 
year, according to GM Taiwan manag- 
director William Bostwick. The Taiwan 

«© market experienced explosive growth 
he second half of the 1980s, as overall 

ws rose to 489,000 in 1992 from barely 

000 in 1985. 
3M has been a big beneficiary, as its 
»orts into the island shot to 40,000 in 

3 from virtually nil only two years be- 
*. This proved the high-water market, 

wever, as sales dropped to about 25,000 
following year and 14,300 in 1991. 
jut the experience was enough to con- 
`e GM that it needed a manufacturing 

wence. “We had good success selling 
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Falling star 


Problems come home to roost at First Pacific 





By. Jonathan Friedland in Hongkong 


irst Pacific Co. tooka hard knock 

in 1991. The Hongkong-listed con- 

glomerate posted its first profit de- 
cline ever, a 21% drop on the previous year 
to HK$289 million (US$37 million) on 
turnover of HK$19.6 billion. The fall was 
mainly due to write-downs of ill-starred 
investments and on the cost of restructur- 
ing its main Philippine unit. 

Managing director Manuel Pangilinan 
says his task this year is to "restore First 
Pacific's track record of profitability." 
While analysts say a return to earnings 
growth in 1992 is achievable, the hit taken 
by the company on its balance sheet does 
little to cure two of its fundamental prob- 
lems: an excess of debt and a lack of good 
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growth prospects for core businesses. 
First Pacific has metamorphosed fre- 
quently since it was started 11 years ago as 
an offshore-investment vehicle for a con- 
federation of Indonesian investors led by 
Liem Sioe Liong. It has moved in and out 
of assets as diverse as a major California 
bank, a Hongkong department-store chain 
and a Saudi Arabia-based coffee-trading 
operation. It now counts trading and dis- 
tribution, banking, property and telecom- 
munications as its main businesses. 
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subscribers, is set to triple capacity by mid- 
year. An effort to enter the crowded re- 
gional telecommunications sweepstakes 
has however been ruled out. 

Most analysts expect mergers and ac- 
quisitions to continue being the driving 
force behind First Pacific's growth. And 
despite protestations to the contrary from 
Pangilinan, the group's acquisitiveness has 
not slowed. In 1991 alone, First Pacific and 
its affiliates made successful bids to take 
full or partial control of Asia Link, ol 
Thailand's leading glass-container manu- 
facturer and of a badly performing, but 
potentially promising, Sydney-based com- 
puter-products distributor. 

First Pacific also made an unsuccessful 
effort to gain control of a sickly Dutch 
distributor, Internatio-Muller. Together 
with partner NMB Bank, First Pacific ac- 
cumulated G200 million (US$107 million) 
worth, or 43.7%, of Internatio's stock be- 
fore launching a tender offer that was re- 
buffed. Pangilinan says First Pacific's ex- 
posure to the deal totalled just US$10 
million, which was fully provisioned in its 
1991 accounts. 

The flurry of deals did not win First 
Pacific many plaudits from investors, who 
remain unimpressed by the group’s man- 
agement skills despite its largely laudable 
earnings record. “The share has been a 
dreadful performer,” notes Baring Securi- 
ties analyst Janice Wallace. “Investors are 
disappointed by some of their one-ofl 
deals." 

Part of the reason for this disappoint- 
ment is the performance of the group's 
primary Philippine affiliate, Metro Drug, 
which went public in April 1990. Analysts 
say they were misled by First Pacific into 
believing that Metro would turn a profit in 
1991. Instead, Metro took a loss of P198 
million (US$7.6 million) as a result of the 
disastrous performance of its distribution 
arm. Metro lost several product lines, in- 
curred costs associated with closing distri- 
bution centres and cutting staff, and suf- 
fered widespread pilferage. 

"The company has deliberately taken 
extensive charges against the 1991 results 
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THE STH COLUMN 


Benefits and beggars 


he virtual collapse or indefinite 
postponement of the Uruguay 
Round of the Gatt may arouse 
new interest in the generalised 
system of preferences (GSP). Enthusiasm for 
the GSP has steadily waned since it was 
hailed in the 1970s as a vital reform of 
world trading to help developing countries 
earn more foreign exchange. As such, it 
gave a useful boost to the Asian NICs. 

Delegates at the eighth UN Conference 
on Trade and Development (Unctad) in 
Cartagena de Indias, Colombia, in Febru- 
ary went through the motions of calling 
for improvements in the GSP. But the spe- 
cial committee on preferences is not ex- 
pected to make much headway at its an- 
nual meeting in Geneva on 18 May. 

Unctad puts the annual trade now 
covered by the GSP scheme at more than 
US$60 billion. But a new OECD report esti- 
mates additional trade attributable to the 
GSP at less than 0.5% of total OECD imports, 
or only 1.5% of total exports from deve- 
loping countries. 

OECD countries import US$370 billion a 
year from the GSP beneficiaries. But a sub- 
stantial part of that amount has never been 
subject to duty, even before the GSP, and 
another part is excluded for policy reasons. 
A third part could have benefited theoreti- 
cally, but did not qualify for technical rea- 
sons. The result is that only about US$70 
billion worth of goods actually enjoys the 
benefit of the GsP. That is equivalent to only 
US$20 a year of extra imports per head of 
population in the developing countries. 
Hardly a revolution in trade. 

The utilisation by developing countries 
of what is on offer under the GSP has not 
increased. In 1988, the latest year for which 
the calculation is available, the utilisation 
rate was the lowest ever. 

East Asian countries have been the 
principal beneficiaries of the GSP. The most 
successful — the so-called "tiger" econo- 
mies of Singapore, Hongkong, South Korea 
and Taiwan — are now being "graduated" 
from the scheme. The US has already re- 
moved the four Asian NICS, and Australia 
will do the same in July. 


By Dick Wilson 


cluded from GsP benefits, while big ones 
would be able to relocate by investment in 
Southeast Asia and China. And that, in 
fact, is what has happened. The GSP is one 
of the motives for Northeast Asian manu- 
facturing investment in Southeast Asia, 
especially in Malaysia, Thailand and Indo- 
nesia. 

But is the GSP so crucial to corporate 
success? When the scheme was born in 
1971, average tariff rates on manufactures 
in the major Western markets were as high 
as 15%. Gatt rounds have lowered that 
level to around 3-475, and to enjoy a pre- 
ferential nil-entry over that kind of wall is 
not nearly so attractive. 

It is true that the manufactures in 
which developing coun- 
tries tend to specialise are 
usually protected at a 
somewhat higher level, 
some of them in the 10- 
12% range. But the rate of 
take-up is still so low that 
it may be questioned 
whether these arrange- 
ments are really worth 
the enormous adminis- 
trative effort they in- 
volve. 

Certainly Taiwan, 
which has been the Cin- 
derella of the NICs in 
terms of qualifying for 
GSP privileges, does not 
seem to have suffered 
from their denial: its 
economy is overflowing 
with foreign exchange. 
Hongkong officials say 
that only about 2% of the 
colony's textile and gar- 
ments exports to the EC 
qualify for GsP, and yet 
the volume of earnings 
has been maintained. 

The GSP was meant to bridge the trade 
gaps of poorer countries, but when that 
appeared too ambitious a goal, the new ra- 
tionalisation was to encourage investment 
in their industries, and strengthen business 





aimed at the status of equal negoti: 
partners. The new OECD report reads I: 
premature obituary, regretting that th« 
veloping world invested so much effo 
a scheme which "produced less promi 
results than initially expected," with t 
flows concentrated on "a handful of 
developed countries that had already 
come successful exporters." 

Unfortunately, there is no internati 
machinery by which a fair and orderl 
view of "graduation" can be carried 
Few would deny that the NICs rece 
more than they deserved or neede 
least by comparison with the rest of 
developing world. 

Now the Southeast Asian coun 
and China will be 
next group of signifi 
beneficiaries, but witl 
value of the GSP seric 
eroded. Even if the ! 
guay Round conti 
to be stalled, the e» 
sion of free trade a 
in North America 
Europe, and the app 
tion of the GSP to Eas 
Europe, even to coun 
which used to give 
ferences, will fur 
weaken the benefit. 

The late Harry J: 
son, that guru of d 
lopment, said 25 y 
ago that the GSP wi 
be useless without « 
tic reform of curre 
overvaluation anc 
protectionist import 
stitution, which v 
making poorer coun 
uncompetitive in the 
place. He has now | 
proved right, and Sc 
east Asia is followin 
advice, as international pressure buil 
for developing economies to become r 
competitive through their own efi 
rather than by relying on artificial anc 
meaning preferential treatment. 
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urning up the heat 
ongkong utility to pipe gas from China 


Carl Goldstein in Hongkong 
he race is on to harness China's off- 
| shore natural gas to meet demand 
for power in Hongkong and south- 
t China, and the first heat appears to 
ve been won by Hongkong's China 
sht & Power (CLP). The colony's largest 
ctric utility and its partner, Exxon En- 
y, a local subsidiary of the US oil giant, 
re scheduled to sign an agreement on 
March in Peking to purchase a 20-year 
»ply of Hainan Island's offshore natural 
; for use at the HK$60 billion (US$ bil- 
a) Black Point Power Station to be built 
Hongkong. 
But other potential players, such as 
ngkong & China Gas, the provider of 
yngas in the colony; British Petroleum; 
<yo Gas; and others are continuing ef- 
s to get involved in gas processing and 
tribution systems in southern China. 
' key to natural gas economics is prox- 
ty to markets. In this respect, the match 
ween these companies' technology and 
ital with China's gas reserves and 
ingdong province's energy require- 
nts is theoretically made in heaven. 
Wo supply the CLP-Exxon power station, 
int venture will build an 800-km pipe- 
between Hainan and Hongkong at an 
mated cost of US$500 million. A 51% 
re of the venture is held by China Na- 
al Offshore Oil Corp. (CNOOC). Arco 
rnational Oil & Gas of the US owns 
» While Kuwait Foreign Petroleum Ex- 
ation has 15%. 
Arco discovered gas off Hainan in the 
y 1980s. Exploitation has been held 
x until now by doubts about the size of 
rves and competition among Japanese 
»osals for shipping the gas to Japan in 
fied form. 
NOOC says the zone holds 3.6 trillion 
K gas. While even this estimate is sub- 
to doubt, it may be too low to justify an 
project, which would be much more 
y than building a pipeline of the length 
sired to reach Hongkong. 
.xxon Energy executive director Bruce 
ett hopes a final contract will be signed 


Chinese drillers: vying for gas rights. 


have in recent weeks put the volume of 
gas to be sold to CLP and Exxon at about 
260 million ft a day. But CLP managing 
director Sir William Stones says the utility 
will initially buy enough gas to fire 2,400 
MWs at the Black Point plant, with the 
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possibility of raising this to 3,000 MW. (The 
remainder will be coal-fired.) 

Based on industry standards, this im- 
plies significantly lower purchases of from 
144 million ft a day for 2400 MW to 210 
million ft? for 3,000 MW. One possible ex- 
planation for the gap could be that the 
lower amounts represent a more realistic 
assessment of available reserves. 

The agreement represents a temporary 
setback for Hongkong Gas, which has been 
talking with CNOOC for more than five 
years about piping gas from Hainan. It 
seems clear now that Arco's Hainan gas 
field will not be sufficient to meet the needs 
of — Gas and CLP. 

Hongkong Gas managing director 
Malcolm Matthews says his company 
will require about 200 million fta day. This 
amount is four times current requirements, 
an increase that would be necessitated by 
rising demand from current Towngas cus- 
tomers, plus that of new industrial markets 
that could be tapped if the company used 
cheap natural gas. 

But the CLP-Exxon agreement has by no 
means ended Hongkong Gas' ambitions. 
"We'd like to see additional exploration in 
the South China Sea that would enable us 
to get the gas we'd need," Matthews says. 

Matthews says Hongkong Gas also has 
a strong interest in getting involved in 
natural gas distribution in southern China. 
“After all, our name is Hongkong & China 
Gas," he says, "and we'd like to make good 
on that." " 





COMPANIES 


Call to account 


Hefty losses will change Singapore Inc. 


By N. Balakrishnan 

ollowing the now estimated cumu- 
F lative losses of more than S$400 mil- 
lion (US$245 million) by Singapore 
Technologies Holdings (STH) in high-risk 
ventures, analysts expect widespread 
changes in the management of Singapore's 
government-controlled companies. They 
say government officials are working to 
write new guidelines and procedures to 
make sure that such a loss does not hap- 
pen again at a state-controlled company. 


servants and ministers, and they have been 
given the power to make virtually all 
commercial decisions without consulting 
the government. 

Well-placed sources say STH chairman 
J. Y. Pillay has assembled a team of ac- 
countants from the Monetary Authority of 
Singapore (MAS), the country's quasi-cen- 
tral bank, to comb the books of STH com- 
panies. Following the STH financial review, 
which is expected to take some time to 
complete, analysts say it is almost certain 
that the government will have more fre- 
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state. These companies have become 
known as government-linked companies 
and private-sector companies often com- 
plain about being crowded out of local 
markets by them. Indeed, one of the factors 
that appears to have led to complacency 
within STH and the government is the fact 
that associated companies such as arms- 
maker Chartered Industries of Singapore 
have been profiting handsomely with the 
help of imported technology. 

STH is effectively the private arm of the 
Ministry of Defence of Singapore, and the 
company's numerous subsidiaries have in- 
terlocking directorships mostly made up of 
civil servants trained in electronics and 
computers. One of the most prominent 
among these managers is executive com- 
mittee chairman of Philip Yeo, who is also 
the chairman of the government's invest- 
ment-promotion arm, the Economic Deve- 
lopment Board. The sources, however, say 
Yeo has offered to resign from his STH post 
as a result of the losses. 

The losses sustained by companies 
within the STH stable — and the rapidity 
with which they happened — appear to 
have stunned the government. A cabinet 
committee consisting of Deputy Prime 
Minister Lee Hsien Loong, Minister of Fi- 
nance Richard Hu and other ministers is 
said to have been formed last year to look 
into the STH crisis. The panel is widely be- 
lieved to have appointed Pillay as STH’s 
chairman in December 1991. Pillay is also 
the permanent secretary of the Ministry of 
National Development as well as chairman 
of Singapore Airlines. 

More information is also emerging 
about how srH's losses occurred, parti- 
cularly at Chartered Semiconductor Manu- 
facturing (CSM), the group's subsidiary 
responsible for running up most of the 
red ink. The sources point out that CSM and 
associated companies, which were given 
a government mandate to bring techno- 
logy into Singapore from the US, invested 
in unproven hardware at the cutting 
edge of computer and information tech- 
nology. 

The sources say the companies, which 
fell victim to the difficult task of picking 
the next revolutionary technology, became 
saddled with hardware rendered nearly 
worthless by technological advances. They 
say the inexperience of Singapore's man- 
agers in these industries added to the 
companies' difficulties in keeping up with 
the fast pace of technological change in 
these industries. Sources suggest that much 
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The inspector calls 


Manila widens import-surveillance scheme 


By Nigel Holloway in Manila — 








and Adam Schwarz in Jakarta 

wiss company Societe Generale de 
* Surveillance (SGS) will begin the 
worldwide inspection of imports to 
the Philippines from 16 March. The move, 
which will help raise government revenue, 
is one more sign that the outgoing admin- 
istration of President Corazon Aquino is 
serious about economic reform. Business- 
men are hoping that her successor will 
keep the reform momentum going after the 
election in May. 

Indonesia is moving in the opposite di- 
rection. The country hired sGs in 1985 to 
inspect imports, inspiring Filipino techno- 
crats to follow suit. But since August 1991, 
Indonesia has begun the gradual process 
of transferring trade surveillance to its cus- 
toms department and away from SGS. 

Last April, Indonesian Finance Minister 
Johannes Sumarlin said sGs had saved the 
government US$4.5 billion in customs du- 
ties and other taxes between 1985 and 1990 
by re-assessing the true value of imports. 
The expected impact of upgraded surveil- 
lance on Philippine coffers is more modest 
but still sizeable. sGs reckons that it should 
be able to raise official revenue by P6 bil- 
lion (US$230 million) this year in additional 
duties, levies and value-added taxes. In 
1991, customs revenue totalled P74 billion. 

There are several reasons for the dis- 
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Clockwork 


precision 


Societe Generale de Surveillance (scs), the 


world's largest inspection com y, does 
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parity in the impact of SGS’ work upo; 
two countries. Indonesia's imports, w 
totalled USS26 billion last year, are dc 
those of the Philippines. Import tariff 
higher, too. In addition, SGS inspect 
Indonesian imports worth more 
US$5,000 — about 95% of the total. 

Although the threshold for inspe 
of Philippine imports is US$500, a lot 1 
items are exempted from surveillé 
These include all government purcl 
(most of which are duty-free), sem) 
ductor raw materials, petroleum anc 
drilling rigs. About two thirds of Pl 
pine imports will be covered. 

But the most important point is thi 





Looking to the Swiss to watch imports. 


with sGs similar arrangements to th: 
has with Indonesia and the Philipr 
Although scs expects this type of in 
ee MON PE its ` 

commercial organisations is far | 

and is expanding more rapidly. 
Fees earned in Asia and Austri 
made up 21% of its total revenue in 
an increase of 15% from 1990. sGs 
loys 6,000 le in the region ou 

eV PRIN —— of 27,600. 
The company’s Asian operation 
more consistently profitable than 
activities elsewhere, thanks partly t 
fact that it has been working in 1 
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nesia asked sGs to monitor worldwide 
ports from the outset, whereas the Phi- 
pines widened the net in stages. In the 
ng months of Ferdinand Marcos' rule, 
‘inet technocrats persuaded the presi- 
Xt to give SGS the import-surveillance 
itract. The decision was reversed a few 
/s later, after influential figures had per- 
ided Marcos to change his mind — only 
nave the decision turned back again just 
ore the regime was overthrown. 
Eventually, President Aquino granted 
i a contract limited to imports from Ja- 
1, Taiwan and Hongkong. In 1990, this 
s extended to the other five Asean 
mbers, South Korea and Macau. The 10 
intries account for almost half of the 
lippines' total imports. The worldwide 
itract should therefore prevent so-called 
nical smugglers from evading inspec- 
1 by shipping goods from countries 
side the net. 
The main problem faced by countries 
h as the Philippines is “under-invoic- 
^ in which importers deliberately un- 
state the value of shipments in order to 
' less duty. (In countries with tight ex- 
nge controls, the problem is over-in- 
"ing, inflating the value in order to claim 
nuch foreign currency as possible.) 
When SGS began inspecting Philippine 
sorts in 1987, 73% of shipments were 
lervalued, a proportion that fell to 63% 
year. In some cases, such as car parts 
n Taiwan, SGS revalued consignments 
as much as 300%, but overall the com- 
y expects an average increase in duties 
596. 
"his may seem impressive, but a scep- 
note has been struck by an unlikely 
‘ce, the World Bank. In a report pub- 
ed in January, the bank says that during 
7-90, the increase in dutiable values as- 


ope from Russia. Trade-related in- 
tion remains SGS' core activity, but 
to reduce the company's 

' on such a cyclical business, it 
ed into other areas where it could 
its i ion skills, such as envi- 
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sessed by sGs amounted to “only” 11.6% of 
the total declared value. It concludes that 
“the real problem is not misdeclaration [of 
imports], but physical smuggling” and that 
resources should be reallocated to combat 
the latter. 

The World Bank bases this view partly 
on information supplied by the Philippine 
Bureau of Customs, which shows that in 
1988-90, the value of underdeclared ship- 
ments was less than 0.4% of total dutiable 
imports. But the bank has to admit, in a 
footnote, that “the value of misdeclaration 
may be low because of collusion between 
importers and customs officials.” 

There are other difficulties in calculat- 
ing the benefits of scs. One unquantifiable 
advantage is that, because inspection is 
made in the exporting country, goods can 
pass through the importing country's cus- 
toms with the minimum of delay, thereby 
cutting costs. Another is that the Philippine 
Government can keep tabs on prevailing 
export prices around the world and can 


insurance companies. As a result of a 
spate of acquisitions by SGS, services to 
insurers comprised 24% of revenues in 
1990, against 2.5% a decade earlier. 

The company has no direct rivals in a 
range of activities. In Asia, a subsidiary 
of British trading company Inchcape runs 
a close race in trade inspection and labo- 
ratory 


tied to manufacturing, trading or finan- 
cial interests, in order to protect its im- 


immediately spot cases where, say, goods 
are dumped on the country. 

It is particularly hard to monitor prices 
in the case of the Philippines, because it is 
the only country in the world that employs 
its own system of evaluating imports based 
on the wholesale price in the country of 
supply. This was meant to enhance cus- 
toms revenue, since wholesale prices tend 
to be considerably higher than export 
prices (the so-called Brussels definition, 
adopted by most countries, uses the pre- 
vailing export price). 

When the system was first introduced 
in 1973, the Philippines stationed customs 
officers in its embassies at great expense to 
provide this information. Now the job is 
performed entirely by scs. 

Another task of the inspection company 
is to train Philippine customs officials in 
the science of spotting the misdeclaration 
of imports. This is not the only sign of 
positive changes in the Bureau of Customs. 
In November, the undersecretary of the 
Ministry of Finance, Tomas Apacible, was 
appointed to head the department. This 
should tighten the ministry's control of a 
government agency that until now has en- 
joyed a high degree of autonomy. 

Contrast this trend with Indonesia, 
where Suhardjo — a relative by marriage 
to President Suharto — was promoted to 
the post of director-general of customs, also 
in November. He was previously the sec- 
ond-in-command of the customs depart- 
ment. 

A few months earlier, Indonesia formed 
an import-inspection company, Surveyor 
Indonesia, in response to nationalist pres- 
sure, as part of a programme to localise the 
work done by scs. The company is 76%- 
owned by the Finance Ministry, 20% by 
SGS, and 4% by Sucofindo, a state-owned 
inspection company. 

The idea is that Surveyor Indonesia will 
gradually take over the work done abroad 
of inspecting imports from a growing 
number of countries (partly duplicating the 
job performed by scs for other clients). It is 
not clear what role Indonesian customs has 
assumed, but complaints from business- 
men appear to be on the rise. 

In a survey of members of the American 
Chamber of Commerce, 35% of respond- 
ents in Indonesia said the new customs- 
clearing procedures "caused major prob- 
lems or delays," while the other 659; 
said they were satisfied. Some 95% of re- 
spondents said they were satisfied with 
procedures at the pre-shipment stage 
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Cash and carry 


Japanese trucking firm at heart of financial scandal 





By Rober By Robert Delfs in Tokyo 


apan has been repeatedly rocked by 
bribery scandals in recent years. The 


latest concerning a transport group 
called Sagawa Kyubin threatens to be par- 
ticularly damaging, in view of the large 
amounts of money and the individuals 
implicated. Last month, two top executives 
of the company were arrested for aggra- 
vated breach of trust involving ¥528 billion 
(US$4 billion), but the list of alleged cul- 
prits is unlikely to end there. 

It may be several months before the full 
dimensions of the Sagawa Kyubin affair 
are known. Some maintain that this can 
never be revealed. “The prosecutors’ office 
now knows that pushing too hard would 
not just bring down the Miyazawa govern- 
ment,” one official commented. “It could 
destroy our entire political system.” 

By the late 1980s, Sagawa Kyubin had 
become one of the country’s most impor- 
tant sources of political funds. According 
to press accounts, the group supplied ¥70- 
80 billion in hand-outs to over 100 politi- 
cians, including senior members of both 
the ruling Liberal Democratic Party and 
major opposition parties. One version of 
the list of politicians that is currently circu- 
lating in Tokyo includes five people who 
have held the office of prime minister. 

This was only one side of the picture. 
Sagawa Kyubin executives were also 
deeply involved in business transactions 


with the late Susumu Ishii, former head of 





the Inagawa-kai, Japan's second-largest or- 
ganised crime syndicate. Loan guarantees 
worth Y115 billion were made to firms con- 
trolled by Ishii. Other criminal gangs are 
alleged to have had ties to the firm. 

How did Sagawa Kyubin come to play 
such a pivotal role, between politicians on 
the one hand, and criminals on the other? 
The group was founded in 1957 as a cou- 
rier service in Kyoto by Kiyoshi Sagawa, 
who managed a small construction team. 
His courier service acquired its first motor 
vehicle a year later, but it was not actually 
licensed as a delivery service until 1961, 
when Sagawa bought out another Kyoto 
trucking company and acquired its operat- 
ing permit. 

Today, the loosely structured group of 
235 companies is Japan's second-largest 
surface-delivery service with over 20,000 
employees (the biggest is Nippon Express). 
Its component companies operate a fleet of 
nearly 15,000 vehicles and total revenue is 
estimated at Y909 billion for 1991. As a 
closely held group, it does not publish an- 
nual accounts. 

Japan's trucking industry is highly 
regulated. Before a regulatory change in 
1990, transport firms had to apply for two 
kinds of operating licences. One allowed 
carriers to cover specific routes, such as 
Tokyo to Nagoya, the primary kind of li- 
cence used by big long-haul transport com- 
panies such as Nippon Express. The other 
is a regional licence allowing a company to 
pick up and deliver cargoes within à speci- 
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fied area. Most of Sagawa's licences 
of this type. 

The Sagawa Group's extremely 1 
expansion was accomplished through 
overs and mergers with local tran: 
companies. With each company he 
quired, Sagawa gained additional lic 
to operate in new areas, thus avoidin 
cumbersome procedure of applyin; 
separate approval from the Minist 
Transport and local regulatory agenci 
order to retain these licences, how 
each of the Sagawa firms had to stay 
pendent of each other with separat 
counts. This is still the case today. 

Sagawa completed the establishme 
a nationwide delivery service netwo) 
1976, when the company extended its 
rations to Hokkaido. From that poin 
wards, its growth was rapid. Total 
over doubled to over Y100 billion bet 
1976 and 1978, reaching Y440 billic 
1987. Last year, it totalled Y909 billior 

Most of the 235 independent comp 
that make up the group are orga! 
within 12 regional blocks. A single 
pany within each block owns share 
and coordinates the operations of, sn 
operating companies in that region. 

Tokyo Sagawa Kyubin, whose fc 
top executives were arrested last mor 
the largest of these regional man: 
companies. In 1990, it accounted for a 
ter of the group's transport-related 
over and 21% of group turnover, ac 
ing to the Ministry of Transport. 

Sagawa established Seiwa Shoji in 
to coordinate his far-flung transport 
pire. The company also handled po 
contributions. For example, when Sa 
contributed ¥100 million to former } 
minister Kakuei Tanaka’s political su 
group in December 1985, Seiwa Shoji 
instructions to the individual Sa; 
Group companies. Each then issued 


















Where the money went 


Tokyo 
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property President, arrested — — 
speculation Jun Saotome 


ents in amounts of less than 
.5 million to comply with lim- 
» set by the Political Funds 
mtrol Law. 

Seiwa Shoji also coordinated 
0 million in Sagawa contribu- 
ns to a candidate backed by 
e then Abe faction of the LDP 
irrently the Mitsuzuka fac- 
»n) in the Kyoto governor 
‘ction in 1988. 

Ostensibly engaged mainly 
insurance and vehicle main- 
xance, Seiwa Shoji was de- 
red by the Ministry of Trans- 
rt in 1989 to be essentially a 
"ding company prohibited by 
'^an's Anti-Monopoly Law. 
'wa Shoji was formally ab- 
«bed into Kyoto Sagawa 

ubin in 1990, but some ana- 

ts believe it remains a sepa- 
ee unit under Kiyoshi Saga- 

's direct control. 

One of the reasons for Saga- 

Kyubin's fast expansion was a combi- 
ion of hard work and high pay. Sagawa 
vers are expected to hustle, work up to 
hours a day and take orders as well as 
Ile deliveries. In return, Sagawa drivers 

expect to make about ¥10 million a 
wr after three years’ service. This is about 
sce what drivers at rival trucking com- 
mies earn and comparable to salaries of 
idle managers. 


ording to the Asahi Shimbun. Ichihara Kanko and Riverstar 

a record-publishing company which was also 

, received a total of ¥86.2 billion in loans, sub-loans 

- Joan guarantees from Tokyo Sagawa Kyubin, of which ¥65.5 

was used to speculate in stocks, including ¥37 billion in 
of Kinmon Seisakujo, a maker of meter equipment. 

ore than ¥100 billion, or a third of the total amount of loans 

loan guarantees, was routed to Hokusho Sangyo and other 

panies controlled by the boss of Inagawa-kai, mostly 

Tokyo Sagawa Kyubin subsidiaries Hokuto Kaihatsu 

— Shuzenji, both run by Saotome. Tokyo Sagawa 

four (apparently worthless) golf-club 

een for ¥8 billion from Iwama Kaihatsu, another Ishii- 
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evading Y530 million worth c 
taxes. Eight years later, it wa 
forced to pay a fine of Y3 mil 
lion for failing to report ¥6 mil 
lion in profit. 

Initially at least, the group' 


x x — Y91.1b (loans) patronage of politicians was in 
¥113-6b (guarantees) — Yi6i-7b(guaranteeS) tended to facilitate its trouble 
—— d dealings with regulatory an 

'olvemen 
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Sagawa Kyubin companies have been 
repeatedly cited by the Labour Standards 
Law Supervisory Bureau for excessive 
hours worked by their drivers. In 1986, the 
group was forced to suspend trucking ope- 
rations for 25 days after the labour prac- 
tices were criticised by the Transport Com- 
mittee of Parliament. 

Taxes have also been a problem. In 
1978, the company was found guilty of 


operated 


with yakuza was probably re 
lated to the need for the gang 
sters' jlage services to help con 
solidate parcels of land for nev 
depots and warehouses durin; 
the group's expansion in th 
1980s. This is done by intimidat 
ing landholders to sell to th 
gangsters' clients. 

By 1986, Kiyoshi Sagawa, th 
founder of the group, began t 
delegate the task of paying poli 
ticians to Watanabe, who tool 
on the job with zest. Shorth 
afterwards, Watanabe anc 
Saotome began issuing loans and loai 
guarantees to various dummy companie 
on their own authority (primarily to fi 
nance their own stock speculation) as wel 
as to companies controlled by the Inagawa 
kai's Ishii. 

The Ishii loans generated large cas} 
kickbacks, which Watanabe used to culti 
vate politicians for his own benefit, beyon« 
the amounts authorised by Kiyoshi Saga 


West Tsusho, a subsidiary of Ishii's Hokusho Sangyo, re- 
ceived funds from Ishii and its 
from Tokyo Sagawa Kyubin, which it used to make investments 
in the US and South Korea. West Tsusho remitted Y3.8 billion to 
finance investments in the US in April-December 1989, includ- 
ing shares in a New York real-estate company, a Houston soft- 
ware company, property and a golf-club development company. 
Of this total, Y570 million was transferred abroad in violation of 
Japan's Foreign Exchange 

Prescott Bush, US President George Bush's brother, acted as 
an adviser to West Tsusho and received a finder's fee of 
US$250,000 in connection with these investments. Bush also 
signed a three-year US$250,000 consultancy contract. He severed 


parent company as well as loans 


Law. 
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»va. Japanese politicians used to joke in 
989 that “Tokyo Sagawa will deliver cash 
3y truck on request.” 

“It’s nothing unusual for corporations 
o support politicians financially," said Jun 
5aotome, Tokyo Sagawa Kyubin's former 
@managing director, in an interview with 
Yomiuri Shimbun just before his arrest. 

The Inagawa-kai was not the only gang 
‘said to have ties with Sagawa Kyubin. Po- 
ice are investigating an alleged collusion 
tween Kiyoshi Sagawa and Toshikazu 
Togoshi, leader of the Kyoto-based Aizu 
Kotetsu organised crime group. This in- 
volved the false registration of a piece of 
land in Shiga prefecture which Sagawa 
transferred to Togoshi. Sagawa also alleg- 
edly made payments of ¥10 million a 
month to the Aizu Kotetsu for bodyguard 
services over a period of 10 years, Asahi 
Shimbun reported. 

The 1990 stockmarket crash, which 
ruined Watanabe and Saotome’s share 
speculation, may be the most important 
reason why their loan-guarantee schemes 
started to unravel. Another factor was that 
Watanabe lost a power struggle within the 
Sagawa Kyubin group. 

Kiyoshi Sagawa announced his retire- 
ment plans at an annual meeting in 1990. 
The understanding was that Sagawa's son, 
Masaaki Sagawa, would succeed him as 
group chairman. Watanabe, formally tak- 
ing Masaaki's place as the No. 2, would 
become the group's real leader. In the end, 
however, Sagawa did not retire as an- 
nounced. Masaaki was removed from the 
group top management and sent to run Sa- 
gawa Aviation and Sagawa Computer Ser- 
vices, while Watanabe remained in Tokyo. 

Relations between Kiyoshi Sagawa and 
his son are deeply strained. Masaaki has 
not been allowed inside his father's Kyoto 
mansion for years, while Watanabe report- 
edly developed considerable influence over 
the heir apparent. 

"Watanabe tried to manipulate the con- 
flict between the father and son and launch 
a coup to take over the entire group," one 
analyst commented. "But he failed. The 
Sagawa Kyubin scandal has happened 
partly because figures within the group 
loyal to Kiyoshi Sagawa leaked informa- 
tion in order to damage Watanabe." 

Watanabe and Saotome were dismissed 
in July last year after it was discovered that 
they had issued unrecoverable loans and 
loan guarantees worth billions of yen in 
the company's name. It looks as if Tokyo 


“arawa Kvybin will be required to cover 





POLICIES 


White elephant stirs 


Manila deal with Westinghouse may not stick 


By Rigoberto Tiglao in Manila 


tentative settlement to the dispute 

between the Philippine Govern- 

ment and the US contractor West- 
inghouse Electric Corp. over a US$2.1 bil- 
lion nuclear-power plant is unlikely to sur- 
vive the imminent change of administra- 
tion. The deadline for confirming the agree- 
ment between the parties is 30 July, by 
which time President Corazon Aquino will 
have vacated the Malacanang Palace. 

It seems unlikely that Aquino's succes- 
sor, to be elected on 11 May, or the Con- 
gress will support the agreement. Leaders 
of the majority party Laban ng Demo- 
kratikong Pilipino have said they will cam- 
paign against bringing the mothballed 
plant into operation. And a new president 
would not relish an immediate confronta- 
tion with the vocal anti-nuclear lobbies. 

Aquino decided to agree to a settlement 

n 5 March — a day before the deadline 
set by a US court if a trial was to be avoid- 
ed. Manila has pursued a legal battle 
against Westinghouse and the US engi- 
neering firm Burns & Roe Enterprises since 
1988. The government had hoped to re- 
cover a substantial part of the huge costs 
sunk into the nuclear-power project dur- 
ing the reign of the late strongman 


Parlous 
parlours 


By Louise do Rosario in Tokyo 


Pachinko, or Japanese-style pinball, used 
to bea friend to many a 

With as little as a few hundred yen, he 
could try his luck and vent his frustra- 
tions in one of 16,000 smoke-filled pachin- 
ko parlours. 

Today, however, pachinko is falling 
on hard times. A record 42 pinball par- 
lours went bankrupt last year, compared 
with 19 a year earlier. Many more opera- 


Ferdinand Marcos. 

Manila accuses the US companii 
bribing a Marcos crony to clinch 
contract to build the nuclear-power | 
in Bataan province, south of Manila. 
plant which has never been operati 
was officially mothballed in 1986. Mi 
fled the country. 

The facility is located on an earthq 
fault, just 10 km from a volcano. (A fu 
50 km away is Mt Pinatubo, a vol 
which had been dormant for 600 year 
til it erupted in June 1991 with devast. 
consequences.) 

Under the draft agreement reaclx 
Newark, New Jersey, Manila will dro 
court suit in exchange for a US$10 m: 
cash payment and USS90 million in V 
inghouse equipment and discounts. It 
however, contract Westinghouse to 
vate the plant within three years and 
operate it for a further 30 vears, t 
funded by a US$400 million loan to M 
from the US Export-Import Bank. 

Except for energy officials, there : 
lobby in the Philippines for activatin; 
Bataan plant. The REVIEW has learned 
even officials of the Finance Depart: 
the government agency that will ha: 
negotiate the credit facilities with th 
Eximbank, are not enthusiastic a 


revival of interest in horse-racing 
karaoke is drawing many pachinko 
away. 

The parlours — comprising an ir 
try with revenue of ¥15 trillion (US 
million) a year — is doing all it c 
attract more clients. Some are v 
plants, recycled paper and other 
micks to attract environment-cons 
punters. Others have gone hi-tech 

But whatever tricks are t 

 pachinko is unlikely to see the : 
phenomenal growth it enjoyed ir 
early 1980s. serae 
machines and lavishly decorated 
lours helped to increase customers 
record of 31 million in 1986, a nui 


——— ———— 


cedented arrangement" that Westinghouse COMPANIES 


The bill for Bataan 


US$ million 
US Export-Import Bank 789 
of which: Direct loans 277 
Guarantees! 511 
Commercial-bank syndications 349 
Central-bank loans 103 
Total loans 1,241 
Government equity and 
local borrowings 833 
Litigation and research 25 
since 1987? 
Plant rehabilitation? 400 
Totalcost — |. 2,499 
Westinghouse estimate 500 
0f total cost, June 1974 
Most called during 1983 debt moratorium 
Estimate; could be double 
Based on 5 March court settlement 
Source: REVIEW Data 


ivating the plant at a cost of US$400 mil- 
1. 

Aquino was apparently persuaded that 
settlement was the best option in a no- 
1 situation. During a pre-trial hearing in 
tember, the New Jersey district court 
ge said that damages awarded against 
stinghouse, assuming Manila won the 
3, would be limited to US$17.6 million, 
amount the US company is alleged to 
e paid in bribes. 

»en. Rene Saguisag, head of the legal 
el that pursued the case in the US court 
sts that the settlement is a gain for 
nila, pointing out that it is an “unpre- 


ing off spinning numbers that offer a 
ace to hit the jackpot. Another merit 
iat even the compulsive gambler can- 
her make a killing nor go broke — 
iks to strict government controls that 
ite the size and shape of the genera- 
and scoring slots. 
'achinko's rise made it Japan's biggest 
most profitable service industry, and 
w pachinko businessmen amassed 
ines that put them among the richest 
in the world. The industry also sup- 
š a host of subsidiary businesses such 
achinko publications and pachinko- 
wine manufacturing. 
\ addition, however, there is a seamy 
Pachinko's links with the yakuza are 
le. Money-exchange booths where 
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itself will maintain and operate the plant 
for 30 years. The US company, though, 
appears to have struck a hard bargain. 

According to the draft of the settlement 
agreement, Westinghouse will sell its out- 
put to the Manila government at US$0.029 
per kWh at a January 1992 exchange rate. 
While this is equivalent to P0.75, lower 
than the P1.10 charged per unit by domes- 
tic electricity-generating monopoly Na- 
tional Power Corp., the 13-page agreement 
stipulates that the tariff may be adjusted in 
various circumstances. 

The Philippine Government will have 
to pay US$40 million a year to Westing- 
house during the 30 vears the company 
will operate and maintain the plant. Part of 
these payments, however, will be con- 
verted into Westinghouse loans that Ma- 
nila can use to service the US$400 million 
credits extended by the US Exim Bank. 

Out of the US$90 million in "cash 
equivalents" offered by Westinghouse, 
US$75 million will be in the form of dis- 
counts for equipment and materials that 
will be used for the activation of the nu- 
clear plant. Some US$15 million is in the 
form of discounts on Westinghouse equip- 
ment that Manila may buy from the com- 
pany for any other project. 

While Saguisag says that "it took a long 
time for Westinghouse to be convinced that 
it should pay anything at all," few others 
believe that the Philippine negotiators have 
pulled off a coup. A senior central bank 
official remarks: "After [the Manila admin- 
istration] spent millions of dollars pursu- 
ing the case, Westinghouse sold them an- 
other contract." n 





Pains of 

indigestion 
Indonesian food firm 
faces debt problems 


By Adam Schwarz in Jakarta 

ndonesian agribusiness concern Man- 
| has begun negotiations with 

creditors on a restructuring package 
after falling behind in payments on its esti- 
mated US$400 million in debt. The group 
is the second large Indonesian company in 
a year to fall behind on its debt payments, 
a fact which is sure to heighten creditors’ 
concerns about the quality of Indonesian 
assets. 

Mantrust's financial difficulties stem 
primarily from its tuna operations, which 
have expanded rapidly in recent years. The 
company paid a hefty US$300 million in 
1988 for Van Camp Seafood, which boasts 
the famous US brand name “Chicken of 
the Sea.” Bankers familiar with the deal say 
it saddled the company with too much 
debt; one banker estimates that almost 90% 
of the purchase was debt-financed. 

The group has also expanded too 
quickly without developing a management 
structure to oversee its new businesses, say 
bankers. “[Mantrust] is a typical family- 
run business," one banker says. ^One man 
makes all the decisions, nothing is written 
down on paper, and there is no organisa- 
tional structure to speak of." 

A large if little-known company, Man- 
trust has 30,000 employees and posted 1991 
revenues of about US$1 billion. The firm is 
owned and run by 73-year-old Teguh Su- 
tantio, an obsessively low-profile Indone- 
sian-Chinese businessman, and his two 
sons. 

Lowell Gruman, formerly head of cor- 
porate banking for Citibank in Jakarta, be- 
came Mantrust's vice-president of finance 
on 1 March. He says the company will sub- 
mit a restructuring plan to creditors by 
mid-April. Mantrust has also hired Price 
Waterhouse as its accountants and retained 
Lehman Brothers (Singapore) to advise on 
the restructuring. 
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st creditor. Bank Duta, majority-owned by 
hree charity foundations chaired by Presi- 
lent Suharto, is a major private creditor. 

Mantrust's debt restructuring talks are 
ure to aggravate worries among foreign 
ankers about the soundness of Indonesian 
orporate borrowers. Last June, cigarette 
naker Bentoel stunned the banking com- 
nunity when it announced it could no 
onger meet payments on its US$370 mil- 
ion debt. 

Gruman and other Mantrust executives 
stress that Mantrust’s problems are differ- 
ont from those at Bentoel. “The problem at 
Mantrust is simply that the company took 
yn too much debt and now it has a cash- 
flow problem,” says Gruman. “But the 
money is all there and, given a little time, 
the money can be paid back. In all our sce- 
narios, we don’t foresee any creditors hav- 
ing to take a loss.” 

In contrast, it appears that Bentoel's 
problems were at least partially the result 
of alleged fraud on the part of its former 
president, though no civil or criminal 
charges have been filed. Still, even if 
Mantrust’s debts are eventually repaid, 
bankers will be unhappy that the company 
misused its loans. Bankers familiar with 
Mantrust say the firm frequently borrowed 
through one subsidiary to finance another. 

Over the past four months, however, 
Mantrust has been busy selling off the as- 
sets of Van Camp to pare its debt. The pro- 
ceeds were used in February to reduce bor- 
rowings by about US$110 million. Van 
Camp has remaining debts of around 
US$50 million, against a capital base of 
US$200 million. 

“The restructuring made [Van Camp] 
immediately profitable,” says Gruman. Jim 
Wiryawan, a Mantrust director, says the 
group’s Indonesian operations exported 
about US$200 million worth of tuna last 
year, mostly to Van Camp. The group 
owns facilities capable of processing some 
350-400 tonnes of raw fish a day. 

The group’s other main agricultural in- 
terest is in mushrooms. Wiryawan says its 
central Java mushroom plantation and can- 
ning operation is the largest mushroom fa- 
cility in the world. Mantrust exported 
about US$100 million worth of mushrooms 
last year, most of it under the US-based 
Pillsbury Co.'s Green Giant label. 

Gruman says tuna and mushrooms will 
be two of the group’s four core areas of 
business in the future. The other two will 
be milk processing and distribution. 
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fficial efforts to rein in Indonesia's 
overheating economy have begun 
to bear fruit. Restrictions on off- 
shore borrowing announced in 
September dented the rise in imports, 
while January’s mildly contractionary 
budget should help dampen inflation. 
Some economists fear the government's 
attempts to curb business expansion could 
take too much steam out of the private 
economy, thereby postponing the next 
growth surge. But by and large Indonesia’s 
economic managers continue to get reason- 
ably high marks. Although GDP growth in 
1991 slowed somewhat from the 7.4% pace 
achieved in the previous two years, macro- 
economic performance was solid. 
Coordinating Economy Minister Radius 


 Noncoil/gas. 
trade account: 





Prawiro said in January that the economy 

w by 6% in 1991, but some economists 
believe this figure may be raised slightly 
once more data is in. Unlike in previous 
years, in 1991 domestic demand took a 
back seat to the export sector as the main 
engine of growth. 

In November, Indonesia passed regula- 
tions that force banks to devote most of 
their foreign-currency lendings to export- 
oriented businesses. The moves were 
coolly received by foreign bankers, but 
others applauded the effort to make export 
vovonmiec ennnort renavments of the coun- 
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Tug on the reins 


Imports rose by 17% to US$26 billion 
1991, while total exports climbed 13% 
US$29 billion. As a result, the merchandi 
trade surplus fell to US$3.4 billion frc 
US$3.8 billion the year before. Encour: 
ingly, non-oil exports rose by 25%, a higl 
increase than expected given the slo 
downs in several major export marke 
Wood products, textiles, electronics a 
shoes led the way. 

The current-account deficit for 19 
however, is expected to reach USS5 billi 
up from US$32 billion in 1990. Fina: 
Minister Johannes Sumarlin says this is 
erable, but only just. “If the deficit ¢ 
much over US$5 billion, we could be 
trouble," he told the REVIEW. 

Foreign investment continued to fl 
into Indonesia at levels the country [ 
bably cannot absorb. The Investment ' 
ordinating Board approved US$8.8 bill 
in new foreign investment application 
1991, the same amount as the year befi 

Indonesia's physical infrastructure 
ports, roads, power stations — has b 
overwhelmed by the expansion fuellec 
this inflow. The government has said it 
allow private investors into these areas 
little progress has been made so far. 

A squeeze on domestic liquidity be 
in mid-1990 has braked monetary gro 
During the first three quarters of 1991, 
vate credit rose by about 18%, less thi 
third of the rate recorded the year be 
However, the government is finding tt 
was much easier to push up interest } 
than it now is to coax them back dc 
Central bank governor Adrianus Mooy 
lowered the discount rate several tim 
recent months, but lending rates — 
hovering at around 25-27% — have 
slow to follow. 

Most bankers see little chance 
significant rate decline in 1992. Liqui 
short state-owned banks, which co 
about half the funds in the banking 
tem, are reluctant to lower deposit 1 
Private banks, struggling to meet hi 
capital requirements, are not anxiot 
take on new assets after a lending bin 
1989-90. 

Inflation reached 9.5% in 1991, the 
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To become a managing director, 


you have to 


start talking like one. 


In today's fiercely competitive So you'll never be at a loss for 
corporate world, the impression your — words, or fresh topics of conversation. 


conversation makes is often But whether the issues are 
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as important as the job 4 local or global, we look 
you do. To be listened 
to, your words must 
carry weight. Especially 
with your superiors 
and clients. That's where 
reading The Asian Wall 
Street Journal will make 


all the difference. 


m. at them from an Asian 
X perspective. As a result, 
72% of our readers are 
Asians from every corner 
of the region. The men 
and women who've 
reached key posi- 


tions in an in- 





The Asian Journal pro- credibly diverse 
vides fresh facts and insights range of professions. 
on regional and world events. N Why not take advan- 
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Covering everything from tage of our special rates and 


technology, marketing and subscribe now. You'll enjoy 


significant savings off the news- 

















policy and so much more you stand price. With a little help from 
won't find in your local newspapers The Asian Wall Street Journal you can 
or anywhere else. talk your way to the top. 
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ongkong Bank reports 
1arply increased profits 
Hongkong & Shanghai Banking Corp. 
| 10 March reported a sharp rebound in 
ofits for 1991. Net income for parent 
mpany HSBC Holdings grew 82.9% 
m a year earlier to HK$5.7 billion, 
arking a turnaround from 1990 when 
2 territory's largest lender suffered its 
st drop in earnings in 20 years. 
tairman William Purves said the 
provement was based largely on the 
od performance of HSBC's Hongkong, 
itheast Asian and southern China units. 
‘also said HSBC did not plan an 
mediate rights issue and added that it 
d no plans to acquire a European bank 
to change its relationship with Britain's 
idland Bank, in which HKSB has a 14.6% 
ke. 


ank Bumiputra asks court 
reject US$3 billion claim 
Bank Bumiputra Malaysia on 6 March 
emitted motions to a district court in 
à Francisco seeking the dismissal of a 
$3 billion lawsuit against it. The 
suit was filed in December by Sinclair 
minees, a Hongkong-based minority 
weholder in the now-defunct Carrian 
sup. Sinclair alleges that Bank 
miputra, its former chairman and two 
mer bank officers acted fraudulently in 
airing Carrian assets in the US at 
ervalued prices. The bank issued a 
2ment saying that Sinclair owned only 
3% of Carrian’s paid-up capital and 
Mawsuit is “misconceived, irresponsible 
scandalous.” 


Swan, Saudi Arabia 
mluate oil-refinery venture 
aiwan's state-owned petroleum 
@pany, Chinese Petroleum Corp. (crc), 
aluating the possibility of setting up 
mal refinery with Saudi Arabia. The 
*ct was proposed by Saudi Arabia, 
Erding to CPC president Kuan Yung- 
The joint venture could give Taiwan 
ity access to Saudi oil resources. 
i Arabia is Taiwan's largest supplier 
aude oil. 


101. Peking prepare 


expected to result in a rapid increase in 
trade between the neighbours, which 

renewed official ties in November 1991. 
Telephone links were restored last year. 


Telekom Malaysia awards 
largest tender to five firms 


> The Malaysian Government picked 
five companies to provide M$2 billion 
(US$780 million) in digital-exchange 
equipment to Telekom Malaysia, the 
nation's privatised telecommunications 
provider. The tender is the largest of its 
type ever called by the former 
government monopoly. The five 
successful bidders are Perwira Ericsson, 
Pernas NEC Telecommunications, Nokia, 
Alcatel and Fujitsu. Government officials 
said each company will supply about 
800,000 lines under the arrangement, 
bringing the total number of new lines in 
the country to about 4 million. 
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Foster's chief executive 

resigns after boardroom rift 

P Foster's Brewing Group chief executive 
Peter Bartels resigned on 10 March after a 
boardroom feud with his predecessor and 
current board member John Elliott. 
Bartels and Elliott clashed over the sale of 
non-core assets and the need for 
improved performance from Foster's 
brewing operations. Elliott, who enjoys 
support from top shareholders 


Japan, US chip group 
clash on market share 


> The US Semiconductor Industry 
Association said in a report to President 
George Bush on 9 March that US makers 
of computer chips have not achieved the 
20% market share in Japan as promised 
under a trade agreement renewed last 
year. Japan, however, denies that there is 
any legally binding agreement on a US 
share of the Japanese market. US chip 
makers have a 14.5% share of the 
Japanese market. The association report 
also warned that Japanese companies 
might begin dumping chips in the US. 


Philippine firm wins reprieve 
on telecommunications job 


> A Philippine court on 3 March issued 
a temporary restraining order against the 
Transport and Communications 
Department to keep the body from 
cancelling a contract won by Digital 
Telecommunications Philippines Inc. to 
operate telecommunications facilities on 
Luzon Island. Digital had filed a lawsuit 
alleging that the department's rejection of 
its winning bid was illegal. The 
department had argued that its decision 
was based on a policy formulated by 
former justice secretary Silvestre Bello that 
restricted the awarding of such contracts 
to companies granted franchises by 
Congress. 


Singapore ex-crime fighter 
wins cut in sentence 

> The High Court of Singapore on 6 
March sentenced Glenn Knight, the city- 
state's former top white-collar crime 
fighter, to serve one day in jail and to pay 
5$17,000 (US$10,370) for using a false 
invoice to obtain a government-car loan. 
Knight had appealed a three-month jail 
sentence passed down by a lower court in 
September 1991 after he pleaded guilty to 
attempted cheating and to using the 
incorrect invoice. 


President Enterprises 
plans overseas issue 


> Taiwan's President Enterprises Corp. 
expects to issue USS100 million in globals 
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Coconut control 


Manila court rules on bank shares 











By Rigoberto Tiglao in Manila 
T he Philippine Supreme Court has 





paved the way for presidential can- 

didate Eduardo Cojuangco to re- 
assume control of United Coconut Planters 
Bank (UCPB) and, through the bank, San 
Miguel Corp. Besides reinstalling Cojuang- 
co as the controlling shareholder in the na- 
tion's sixth-largest bank and its top conglo- 
merate, the decision could put new funds 
in his campaign coffers. Much still de- 
pends, however, on whether other UCPB 
shareholders swing their votes behind 
Cojuangco. 

The court's 4 March ruling allows the 
owners of government-sequestered UCPB 
stocks to exercise their voting rights. Who- 
ever controls UCPB controls San Miguel, 
since the bank administers 51% of San 
Miguel's shares. These were bought with 
the proceeds of a government levy on co- 
conut farmers during the Marcos years and 
entrusted to the bank. 

Cojuangco and three of his companies 
own 17.7% of UCPB, while 17.9% is held by 
individuals associated with him. Another 
51.6% is shared between a total of 195 other 
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companies and nearly 1 
million farmers and traders. 
The rest of the bank's stock 
is held by trusts and UCPB 
subsidiaries. All the shares 
in the bank remain seques- 
tered. 

Critics of the ruling say 
that the 195 firms are allied 
with Cojuangco and hold a 
substantial chunk of UCPB 
scrip. Also important, how- 
ever, are the farmers, many 
of whom are represented 
by the Philippine Coconut 
Producers Federation 
(Cocofed). The federation's 
collective vote may account 
for up to 38% of the bank's stock. 

Cocofed chairman Maria Clara Lo- 
bregat, who was an ally of Cojuangco dur- 
ing the Marcos years, announced last year 
that Cocofed would give its proxy to 
Cojuangco. But whether this is still the case 
is not clear. Lobregat, a congresswoman, is 
now loyal to House Speaker Ramon Mitra, 
the presidential candidate of the Laban ng 
Demokratikong Pilipino (LDP), whose aides 


Budgetary bounce 


By Sucheta Dalal in Bombay 


India's stockmarket indices zoomed, gold 
prices plunged and the rupee regained its 
footing after some initial buffeting in the 
. currency market. Dull it was not, as In- 
dia's financial markets stru to ad- 
just to forces unleashed by the landmark 
budget announced on 29 February by Fi- 
nance Minister Manmohan Singh. 
Among a raft of liberalisation mea- 
‘sures, Singh announced that Indian com- 
panies would be allowed access to the 
funds of foreign institutional investors, 
t under cer- 


end of 3 March. The Bombay index shot 
up to 3,333.25 on 2 March, a 20% leap on 
the eve-of-budget level, and continued on 
its trajectory to 3,472.78 the next day. 
When the exchange reopened for an hour 
on 9 March, the index hit 3,547.6. 

The stocks of Textiles & In- 
dustries, State Bank of India (which is vir- 
tually an arm of the central bank) and 
Cipla made market history when they 
touched Rs 10,000 (US$391) each on 3 
March. 

Serious investors are worried that the 
stampede has revealed an utter disregard 
for fundamentals. Price-earnings ratios 





Cojuangco: crucial timing. 


see Cojuangco as his chief rival. Lot 
is expected to run for re-election on th 
ticket, prompting speculation that she 
be persuaded to block Cojuangco's b 
control of UCPB. 

The Cojuangco group's combined í 
holding in UCPB, together with the Co 
proxy, if given, would be easily enou 
put Cojuangco back i1 
trol of the bank. That i1 
would allow him to vo 
bank-administered 
holding in San Migue 
and his associates al 
form the largest s 
shareholder block i 
beer-and-food congk 
ate, with 17.3%. Witho 
Cocofed proxy, how 
Cojuangco's fight for 
and San Miguel wou 
more problematic. 

Regardless of the 
come, the timing of th 
preme Court decisio: 
pears to have been c 
for Cojuangco, whose 
dential campaign had seemed near 
nancial collapse. Sources say Cojui 
feared he could not deliver the cam 
funds he had promised to his prov 
leaders, many of whom might bolt i 
fail to receive financing by 23 March - 
last day for filing certificates of cand 
for local posts. 

The court ruling, however, has b 
ened the prospects that Cojuangco wi 
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kers was that a single default woulc 
down other firms. The Bombay au 
ties insist there is no possibility of 
fault, citing collections of 
than Rs 1.5 billion, which they say is 
than enough to take care of any prol 


Gold prices on the Indian m 
meanwhile, were travelling in the 
site direction, though not with qui 
same velocity. Singh in his budge 
announced that Indians who had 
out of the country for at least six m 
would be allowed to import 5 kg 
precious metal, to be sin for out « 
eign currencies earned overseas. 

An initial panic, based on the as: 
tion that legal imports would elin 
the premiums charged on see’ 
deen a down the domestic price fi 
pre-budget high of Rs 4,800 per 10 ; 
of standard gold to a low of Rs 4,04 





ily assume control of UCPB and San 
iguel before May. This has given him 
re clout to demand that his backers 
me up with campaign contributions. 
But before the Supreme Court ruling 
1 have practical effect, a UCPB stockhold- 
* meeting must be called. This can only 
done by the Sandiganbayan — the spe- 
] court set up to determine ownership of 
juestered shares — which imposed a re- 
aining order on a UCPB board election 
t year. The court is due to hear argu- 
nts on 20 March as to whether the order 
Juld be lifted. Although the court ulti- 
itely has no option but to follow the Su- 
'me Court ruling, government officials 
' expected to make one more effort to 
ay a UCPB shareholder vote until after 
May polls. 
San Miguel stockholders, meanwhile, 
due to meet on 21 April. Although 
juangco’s shares are still sequestered, 
Supreme Court last year allowed him 
wote them, which gave him three seats 
ithe 15-man board. There has been a lin- 
ing suspicion that Cojuangco’s real 
ne-plan in running for the presidency is 
‘ely to gain political clout to recapture 
Miguel and UCPB. 
The Sorianos, whose control of San 
E has depended on government sup- 
, at any rate appear convinced — the 
tlebutt among stockbrokers is that San 
uel chairman Andres Soriano is un- 
Wing his family's 2.8% holding in the 
wpany to focus on gaining control of 
Nppine Airlines. M 


-es another 300 tonnes per year in- 
ming recycled gold, of which 180-200 
is smu 
arious gold dealers, official and un- 
ial, believe that gold prices will 
further on Indian and interna- 
: markets; others, including the 
of the Bombay Bullion Asso- 
Dn, Shantilal Sonawala, believe that 
'$ concessions are unlikely to 
te sufficient imports to meet de- 
. This latter view seemed to gain 
, and gold prices moved up on 6 
h to Rs 4,303 per 10 grams. 
. e boldest measure unveiled by 
was to allow 609; of payments 
goods and services to be 
at a free-market rate for the ru- 
3 March, the first day of trad- 
er the new regime, the local unit 
briefly at Rs 31.25 to the US 
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Elastic logic 





It must seem terribly unfair to commodity producers that prices for their 


are so weak. The simplest target for blame is the consumers, who are alleged 
the market in their favour. Substitute the words “poo 


to rig 
r countries" for “producers,” 


and "rich countries" for “consumers,” and there is the basis for the usual confron- 


tation between North and South. 


The latest example concerns rubber. Malaysia’s Primary Industries Minister, 
Lim Keng Yaik, says that the world’s Big Five tyre manufacturers are conspiring to 
rubber prices low. Indeed, rubber fetches only M$2.10 (81 US cents) a kg 
these days, little more than half its price three years ago. His answer is to form a 
cartel with Thailand and Indonesia to prop up the rubber price. 

On the face of it, the idea seems attractive. The three Southeast Asian countries 
control three quarters of world rubber output. If they could get their act together, 
they could put the squeeze on the Big Five and force them to pay higher prices. 

Certainly, it would seem an easier arrangement to set up than the buffer-stock 
programme run by the International Natural Rubber Organisation, a UN-spon- 


sored body. The organisation is meant to buy 


rubber on the world market if prices 


fall below a certain level and sell when they rise too far, but it has not helped at all 
in smoothing out fluctuations. Malaysia would argue that the international rubber 
agreement has failed because too many consuming and 


Losing its bounce 





ucing countries are 

involved. But the problem is that it 
would be almost as difficult for the 

three big rubber producers to work 

together by themselves. 

Rubber prices are weak because 
demand for cars is low and oil prices 
(and thus synthetic-rubber values) 
are depressed. But a major factor is 
that Thailand and Indonesia have 
been increasing uction of natu- 
ral rubber as LS an possible. 

Malaysia, whose plantations are 
short of workers, wants high prices 
to attract labour. The other two are | 
more concerned about grabbing a _ 
bigger share of the market. Hardly 
the recipe for a harmonious cartel. 

Recent history has been littered _ 
with failed market-support opera- - 
tions, a few of them emanating from _ 
Southeast Asia. Some Malaysians 


tried to corner the tin market in 1981. They succeeded spectacularly for a while, but _ 


tin prices could not defy 


gravity forever and soon came — 
One of the biggest cartels, Opec, had a good run for a while, 


succumbed to | 


market forces at about the same time as tin did. Oil may have its day again, but this 
will be because low prices have deterred companies from investing enough to 


bring new oil wells on stream. 


The Philippine coconut producers’ monopoly of the late 1970s and early 1980s, | 
run by current presidential candidate Eduardo Cojuangco, is supposed to have 
kept copra prices high. But one reason they are low now is because the monopoly 


propped up prices before. 


True, the Philippines controls 70% of world copra exports. But coconnt nil hae 
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Current delivery (May) 70.40 69.70 76.50 91.45 Sterling. 10.375 103125 1025 101875 — — 95 
delivery 71.05 Yen — 525. 4.8125 46875 46875 54E 
Pel nm Swiss Fr. 8.375 8.1875 78755 76875 — 
Sumatran light Tokyo (10) 17.55 17.55 19.20 17.50 Dm 9.625 905 — 950 à à 9375 7.8 
Brent London (10) 17.52 17.23 19.35 19.00 A$ 7.125 706205 — 70825 7.25 10.0 
AEREE PS N S EA SER i dev oS 755 015 7.6875 7.8125 8.26 
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Economic Growth % (real) (1) - 

1991 2 45-7 34 3,5-4(4) 7 3.8 8.6 

1992 3.75 557 E 4/4) 55 —— 35 fi 85 .—— 

Intemational Reserves 5) 

Latest US$16.53b (Dec) US$41.48b (Oct) na, US$3.63b (Dec) US$9.26b (Dec) US$72.06b (Dec) US$9.88b (/ 

Yewoae — — à— 1 11  US$16200 US$28.67b — — n4 . US$1.52b — à 1 US$748b US$78500 — à 1 US$774b 

Trade Balance (total merchandise) 

Latest 3 months +US$0.97b (Nov-Jan) +US$1.88b (Oct-Dec)  -US$0.37b (Nov-Jan}  -US$0.53b(OctDec) «US$0.79b/8)(OctDec) ^ «US$20.40b (Nov-Jan) -US$0.18b ( 

Previous 3 months +US$0.47b +US$2.61b +US$0.98b -US$0.30b +US$1.43b +US$22.86b -US$0.74b 

Year r earlier M 4US$022b — F +US$3.82b -US$0.56b r = UXS$235b —— . «US$1.32b : +US$8.65b +US$0.01b 

Exports (6) 

Latest 3 months US$10.29b US$22.42b US$25.73b US$4.14b US$7.52b/8) US$80.56b US$8 20b 

* change previous 3 months «19 +175 47 +2.6 415 0.4 +3.9 

% change year earlier 954 484 417 if 7.0 hs Yos - : +6.3 +10.7 

Imports (7) 

Latest 3 months US$9.32b US$20.54b US$26.10b US$4.67b US$6.73b(8) US$60.16b US$9.39b 
a M? 403 476 +125 +3.6 -2.2 
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Manila 
2,000 Composite index, 1,116.71 1,300 610 
Average daily turnover Average daily volume 
USS4.0m. 1.7m shares 
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New Zealand 
once BIN NZSE-40 Capital Index, 
1.200 Ordinaries 1,461.24 700 
(C 0 Yol D NN 
Average daily turnover c (ong — BSE Sensitive Index, 3,547.61 
US$128.0m (Leit scale) — (p seale) Average daily turnover US$38.7m 
1.000 550 1.000 
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capitalisation-weighted of nine Asian bourses excluding , published by Asian Markets Monitor, a Review newsletter, 1 dan. 1990=100 101001 Morgan Stanley Capita international 
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SHROFF 


Dangers of divorce 


he long-expected divorce between 
securities kingpins Datuk Abdul 
Rashid Hussain and Chua Ma Yu 
has left Datuk Rashid and his 
buddy Wan Azmi Wan Hamzah in charge 
of Malaysia's largest broking outfit. But 
will this make much of a difference to the 
fortunes of Rashid Hussain Securities 
(RHS)? Shroff believes it might, but not in 
the way that most observers have figured. 

Chua, a chartered accountant who 
founded RHS with Datuk Rashid a decade 
ago and who helped build it into the local 
brokerage-of-choice, was the nuts-and- 
bolts technician of the pair. His remisiers 
found local business, and his trading skills 
made RHS a dominant player and a desired 
partner in working the Kuala Lumpur 
Stock Exchange. Chua's active role as a 
trader came to an end in 1989 after he was 
investigated, but never charged, by au- 
thorities for insider trading. Chua denies 
| any wrongdoing. 

Datuk Rashid's strengths are different. 
He has impeccable political connections, a 
good nose for corporate finance and a flair 
for thinking big. He transformed RHS from 
a meagre brokerage to a broad-based fi- 
nancial-services and property group. From 
a modest M$5 million (US$1.9 million) in 
paid-up capital when RHS was started back 
in 1982, Datuk Rashid now has an empire 
valued at more than M$600 million. 

Chua's departure, which made him 
M$50 million wealthier after the sale of his 
RHS stock, may further burnish the com- 
pany's reputation with foreign investors. 
But it will no doubt hurt the company's 
standing among Malaysia's core punting 
community, the urban ethnic Chinese, who 
are more impressed by subtle execution 
than glossy research reports. Although re- 
tail clients comprise only 20% of RHS' cus- 
tomer base, their business is more profit- 
able than that of foreign investors. And 
stockbroking still accounts for about 68% 
of RHS' pre-tax profit. 

Further, Datuk Rashid appears to be in 
danger of following some of his Singa- 
porean and Hongkong brethren with re- 
gional aspirations, by losing a grip on 


avarheade Recently gus announced that it 


of the regional fate of Hongkong's Chin 
Tung and Sun Hung Kai, who have 
learned the hard way the dangers of for- 
saking single-market dominance for a re- 
gional role. m Jonathan Friedland 


In the Tokyo stockmarket's weakened con- 
dition, it does not take much to give in- 
vestors the jitters. The recent threat by Shin 
Kanemaru, strongman of the ruling Lib- 
eral Democratic Party, to have the central 
bank governor fired unless he cut interest 
rates did just that. 

While Kanemaru probably failed to in- 
timidate the Bank of Japan's Yasushi 
Mieno, his is a dangerous game, as Shroff 
was reminded by a remarkably candid 
speech from a Nomura Securities senior 
analyst Hiroki Akimoto. During an illumi- 
nating discourse upon the Japanese econ- 
omy, Akimoto remarked how easily dis- 





Perils of property : 
Japanese financial institutions' ; 
exposure to real estate* 

Total loans outstanding (Y trillion) 
452 





"As of September 1991 Source: Nomura Research Institute 


aster can strike. He recalled the 1927 panic 
when the then finance minister made an 
offhand comment about the precarious 
position of a local bank. 

Akimoto also openly acknowledged the 
possibility that loan defaults could cause 
systemic risks in Japanese finance (com- 
pared with the customary platitudes about 
how the economy has entered an “adjust- 
ment phase,” this was strong stuff). 


assets. Banks may also have to wri! 
direct property loans amounting to 0 
of assets. 

Could individual defaults among 
banks imperil the rest of the fina 
system? It depends on how far real« 
values fall. Nationwide, the decline is 
ported to be 7%, but some urban pr 
ties have failed to sell even at price 
40% below their 1989 peak. 

Nomura's man also had some bri 
things to say. He rejected the danger 
credit crunch in Japan — arguing thi 
fall in banks’ annual asset expansion 
7-8% in the late 1980s to 4-5% now is 
than accounted for by a drop in real4 
lending. And he demonstrated that 1 
current conditions, most Japanese 
banks can keep within their BIS capital 
ratios. 

Shroff is inclined to accept his viev 
the financial system should survive 
tively intact because the non-banks ac 
buffer between major institutions an 
property sector. Provided, of course 
people like Kanemaru stop sprez 
panic. m Anthony R 


After three years of dallying, Bank of 
land (BOT, the central bank) has fi 
awarded private-sector licences for m 
fund management. Nine licences are 
issued, breaking the long-time mon 
of Mutual Fund Co. (MFC). 

Each consortium involves one or 
local banks, finance and securities hi 
insurance companies and foreign 
brokerages. The Ministry of Financ 
ordered them to construct their : 
management companies quickly, s 
licences can be granted before the 22 ^ 
election and political interference aw 

That is the easy part. The challeng 
meet a demand that each group estat 
Baht 1 billion (US$40 million) close 
mutual fund within six months. Fail 
do so will result in loss of the licence 
Baht 50 million performance bond. 

Does the Ministry of Finance exper 
Baht 9 billion can be completely raise 
mostly invested within six months? / 
so, would it not bloat the stockmark: 
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A single European currency 


Last month, the Maastricht treaty was 
signed by the twelve EC states. Although 
not the first attempt to achieve a quantum 
eap in European monetary affairs, it is 
Jefinitely the most serious and far-reach- 
ng one. At the same time, the macroecon- 
»mic climate for a common currency, 
while far from ideal, is better than at any 
ime in the past twenty years. Neverthe- 
ess, the Maastricht agreement raises 
more questions than it answers. 

Has the extensive discussion since the 
publication of the Delors Report pro- 
duced a consensus as to what the prime 
goal of stability really means? The 
answer is a clear-cut no. For one thing, 
this is indicated by the weak inflation cri- 
rion to be met by countries before 
mbarking on the third stage in 1999. For 
another, it is shown by the fierce criticism 
»f Germany's monetary policy stance by 
several of its EC partners. True, some of 
hem have no need for a restrictive 
monetary policy. But there is hardly an 
2C country whose economic and mone- 
ary performance would warrant or allow 
m expansionary policy. The Bundesbank 
sas recently stressed that stability means 
m inflation rate of 2% or less - a view 

ally endorsed by the German govern- 
hent and public opinion. If a future 
uropean central bank is to be successful 
a preserving stability, it will have to be 
-rgely immune to the temptation to fine- 
ine the economy. 


MU and the Single Market 


Is monetary union a precondition for 

e Single Market or its proper function- 
we? Obviously not: irrevocably fixed 
change rates will presumably not be in 
mace before 1999, six years after it is due 
be completed. There are few, if any, 


by 1999? 


"We should be prepared for a 
narrow monetary union with 
a modest EC enlargement." 





theoretical arguments to suggest that a 
free exchange of goods and services and 
free movement of labour and capital call 
for a single currency. 

Will monetary union make enlarge- 
ment of the EC more difficult? In a word, 
yes. The first — and least difficult - round 
of enlargement, involving 
some or all of the EFTA 
countries, should be final- 
ised years before stage 
three of monetary union 
is supposed to start. The 
second round, taking in 
some Eastern European 
countries, has to be 
undertaken but will only be 
feasible if realised gradu- 
ally, initially entailing, 
above all, market access 
and the provision of ad- 
equate guarantees for 
foreign investors. Fixed 
exchange rates with these 
countries, however, must be avoided for 
economic reasons. 

What is the most likely outcome by 
the end of the decade? Assuming that the 
great expectations for Europe in the nine- 
ties — a considerable boost to growth as a 
result of German unification and the 
opening-up of the East as well as further 
EC integration — are fulfilled, a narrow 
monetary union comprising those coun- 
tries which currently form the D-mark 
bloc has a good chance of succeeding. 
They could achieve a fairly high degree 
of stability, although not quite what 


Narrow 


with 6 to 8 countries/ 
modest enlargement 





the Bundesbank has in mind. The 
economic benefits would be modest 
due to the limited number of countries 
involved. 

A broad monetary union comprising 
most present EC members and some 
new ones is highly unlikely by 1999. It 
would mean either a significant sacrifice 
in terms of growth and jobs for those 
countries with a high inflation rate, or a 
4% to 5% inflation rate for all. The 
latter could prove as damaging for the 
EC as the former. 


Scenarios for the EC by the year 2000 


— — Narrow monetary 
union/full enlargement 


If the selfish, politically short-sighted 
advocates of a “Fortress Europe” prevail, 
enlargement of the EC is likely to be 
modest; unfortunately, a comprehensive 
enlargement — with some new members 
entering in stages — seems remote unless 
the current twelve are blessed with strong 
political leadership and achieve high 
economic growth. So while scenario IV 
(shown above) would be the most attrac- 
tive option for Europe as the century 
draws to a close, we should be prepared 
for scenario III — or something even less 
ambitious. 
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M / s 
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AON 001 211007 Agricultural Consultants 


NIMBAS 


COMBINE BRITISH ACADEMIC EXCELLENCE WITH 
DL TCH INTERNATIONAL EXPERTISE FOR YOUR MERA DEGREI 





INTERNATIONAL CONSULTING OPPORTUNITIES 


Hassall & Associates are Australia’s leading agricultural 
consultants to the Australian and the international market. 
We are expanding our International Division to meet contin- 
ued growth. 


A number of career positions are available for energetic and 
ambitious people who are innovative, have initiative and the 
drive to succeed. The positions will be filled by people who 
have a combination of the following:— 


Marketing Skills — An ability and experience in presenta- 
tion of proposals for International projects and studies. 
Capacity to travel and present the Company’s services 
directly to clients. 


Specialist Skills — Economists and Agriculturalists with 
training and international experience in Agricultural Eco- 
nomics, Macro-Economics (Agric. Policy), Training/Insti- 
tutional Strengthening or Overseas Project Management. 

Agency Experience — Personal contacts and an under- 
standing of the operational procedures in either the World 
Bank, the Asian Development Bank or the United Nations. 


Country Experience — Network of contacts in public and 
private organisations in either the Pacific region, Indonesia, 
China or the Philippines. 


The positions will be based in our International Division at 
our Head Office in Canberra. A capacity to undertake 
international travel for marketing and technical assignments 
will be necessary. Only persons with substantial overseas 
experience need apply. 

A salary will be negotiated commensurate with experience 
and skills. 

Written applications with full curriculum vitae should be 
sent to:— 

International Division Manager 

Hassall & Associates Pty Ltd 

GPO Box 1877, CANBERRA ACT 2601, AUSTRALIA 
Fax (61 6) 273 1936 


Communications only by mail or fax please. 





A NIMBAS-Bradford 
MBA Degree is a powerful boos 
for your business career 


The UK’s Bradford University MBA is accepted world- 
wide as proof of top-notch managerial know-how backed 
by finely honed academic excellence. 


Now you can earn this career-enhancing qualification in Europ 


most dynamic business centres: the Netherlands and Britain, 
in the commercial heart of the European Community, 


e One-year full-time courses for graduate manager 
with two years or more work experience. 


e Two-year courses for recent graduates. 


During their second year these students can combine intensive 
study modules with full-time employment in Europe or the US/ 


NIMBAS assists with residence permits and housing 


NIMBAS 


rHE NETHERLANDS INSTITUTE FOR MBA STUDIES 
For information: Postgraduate Secretary 
NIMBAS, PO Box 2040, 3500 GA Utrecht, The Netherlands 
Telephone; + 31 30 314323 Fax: + 31 30 367320 


Investment Opportunities 





Do you know what 
asset protection and 
enhancement through the us 
of low tax areas can do 
for you and your client? 


Allow us to enlighten you. We provide ~ 
a comprehensive, competetive and » 


professitnial range of services including: 


Advice and assistance with immigration > 
and financial planning. 





Asset protection and enhancement 
through the use of low tax areas. 
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improve your 
China trade balance. 





A guaranteed way to 


ting. Plus it 
tries such as 


inves 
textiles, electronics, transport, banking 


reports on a broad range of indus 


agriculture, 


whether you are trading or 
and more. 


The CHINA TRADE REPORT shows you how to 
pportunities China 
. as well as to avoid potentially adverse 


nke advantage of the billions of o 


Mfers .. 


The CHINA TRADE REPORT also publishes all 
the vital statistics on the Chinese econom 


sevelopments. 


The CHINA TRADE REPORT, published 


y. It is 


essential reading for anyone who watches China. 


g Company, is 
y leading business executives to 


Yonthly by the Review Publishin 


We are so sure you will find the CHINA TRADE 


rmative, most up-to-date newslet- 


knowledged b 
we the most info 
er of its kind. 


^ 
Sao 


undelivered issues of your 


we offer you our money- 


REPORT indispensable, 


back guarantee for any 


The CHINA TRADE REPORT covers all the is- 


ies related to doing business with China, 
A confidential monthly newsletter. Exclusive to subscribers. 


subscription should you ever become dissatisfied. 


T 


Mail, fax or phone: Review Publishing Company Limited, G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Tel: (852) 832 8338. 
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War on malaria 


tiny, single-celled organism has 

been outsmarting some of the best 

scientific brains in the world for 

over a hundred years. The organ- 
ism in question, the malaria parasite, was 
discovered in 1879 by Alphonse Laveran, a 
35-year-old French army doctor working 
in Algeria. Prior to his discovery, it was 
thought that malaria was caused by bad 
air, hence the name, which comes from the 
Italian mala aria. 

Eighteen years later Ronald Ross, a 
young physician in the Indian Army 
Medical Service, established that the dis- 
ease was transmitted by mosquitoes. Dur- 
ing this century malaria has been suc- 
cessfully treated with drugs, notably 
chloroquine. Malaria has also been eradi- 
cated in many parts of the world by using 
insecticides, especially DDT, to control 
mosquito populations. 

But despite such progress, malaria per- 
sists as one of the principal scourges of hu- 
manity. Some 40% of the world's popula- 
tion live in infected areas. The World 
Health Organisation estimates that around 
270 million new cases of the disease occur 
each year, many of them in Asia. 

The situation is getting worse. 
Massive use of chloroquine over the 
years has resulted in parasites al- 
most everywhere which are resistant 
to the drug. And excessive and in- 
appropriate use of DDT by farmers 
has bred mosquitoes that can sur- 
vive spraying. 

Other drugs and pesticides are 
available, but these are less effective 
or more expensive, or both. Thus, 
the best bet in the battle against ma- 
laria is now a vaccine. Several øg 
groups are racing to come up with — « 
one, but though they have made 
great strides over the past decade, 


| the task remains formidable. 





The malaria parasite boasts a life 
cycle that is bewildering in its com- 
plexity. The cycle divides into several dis- 


| tinct stages. When an infected mosquito 


bites someone, it injects saliva containing 
the parasites in their initial form into the 
bloodstream. After a few minutes in circu- 


current attacks of chills and fever — 
emerge. 

After several rounds of asexual repro- 
duction, the parasites undergo a third 
change, developing into sexually differen- 
tiated — male and female — forms. At this 
stage, they are ready to be sucked back out 
of the bloodstream by a feeding mosquito. 

In the insect's gut, the parasites mature, 
then the males and females fuse to become 
the original form once more. They migrate 
to the mosquito's saliva glands, primed to 
begin the next cycle. 

In trying to come up with a vaccine, 
researchers must first decide at what stage 
in the parasite's development to attack. 
Some groups, in particular one at the New 
York University School of Medicine, are 
concentrating on the initial stage. 

Others are attempting to prevent the lit- 
tle beastie from reproducing in its sexual 
form (a strategy that would do nothing for 
the victim, but would nonetheless stop the 
disease from spreading). Still others are 
aiming at the parasite's asexual stage, 
where a vaccine has longer to take effect. 

Among this last category is a group 






Head of a malaria-carrying anopheles mosquito. 


from the Walter and Eliza Hall Institute of 
Medical Research in Melbourne, Austra- 
lia's oldest and largest private medical re- 
search institute. For the past nine years, 
they have been doing fundamental work 
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tralian group has characterised sor 
different proteins, which represents 
half the total of parasite proteins th 
described. The purpose is to find one 
induce an immune response. 

Previously, a major obstacle to m 
research was the scarcity of parasite 
gens available for testing. But in 198 
ing the tools of genetic engineerin; 
Australians made a major breakthr 
Their group was the first to clone h 
malaria proteins in bacteria. As a ! 
they are now routinely able to pn 
antigens in large quantities. 

The challenge now is to take wh. 
been, in scientific terms, a very succ 
programme, and apply it to the de 
ment of an effective malaria vaccir 
this end, the institute and three 
groups have formed a commercial 
venture called Saramane Pty to de 
genetically engineered vaccines, wi! 
aid of a AS9.2 million (US$6.9 million 
from the Australian Government. 

The joint venture has linked up * 
Swiss-based pharmaceutical giant, 
man-La Roche. Clinical trials of an e 
mental vaccine are scheduled 
gin soon. Since trials will even 
have to be carried out in cot 
where malaria is a major prc 
the Australian group will cc 
rate with the Papua New C 
Institute of Medical Research. 

While this is an encour 
start, caution is in order. De 
ing a vaccine will take much 
time and effort. For example 
unlikely that a single antigen 
one stage of the parasites’ life 
will prove effective in stimu 
the immune system. This is be 
it can evade a protective ir 
response when transforming 
from one stage to the next. 

A cocktail vaccine consist 
multiple antigens from more 
one stage would seem to be the ai 
But it will be necessary to perform a 
series of clinical trials to find the b 
sponse. 

Even then, there is no guarantee 
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Acer believes there is room for a different kind of 
computer company, One that not only offers everything 


from entry level PCs to 200 person UNIX™ networks, but 










designs them to grow when you do. Advance when tech 
nology does. And work as hard for your money as you do, 
lor example, Acer invented ChipUp." A break 
through technology that allows you to upgrade a 
3065 system to 


av. lust abo ) 1) a 
loda just about € veryone TR. 


‘an use a computer, That's 
why we make a computer 
lor just about everyone. 


adding a new chip. 
Its like buying 


à new computer 





for the price of a single chip. 


Kor people on the go, the AcerAnyWare “notebook 


computers pack the power and features of machines 





times their size-for prices that are less than most other 
notebooks. There's a full range of high-performance, 
low-cost models to choose from. 

We can also make a lot of people happy all at once. 
Our 64-bit bus, multiprocessor AcerFrame " fileservers 
bring minicomputer performance to your desktop. And 
theyre backed by our 10 years of experience in UNIX systems. 

We invite you to see the complete range of Acer 
computers, including our affordable Acer Mate " line. And 
ask about our wide selection of AcerView " monitors, 


laser printers, keyboards and other peripherals, 
0 s 


WestLB has the vision for 
successful corporate 
business. Worldwide. 


20 years of experience in 
Corporate Finance, the solidity 
of a state bank and the lead- 
ing role played by WestLB. On 


this sound foundation, WestLB 
successfully combines 
classical products with inno- 
vative solutions, applying the 
right mix of state-of-the-art 
technology and personal crea- 
tivity. That's why WestLB 
rightfully belongs at the top of 
your shortlist — from Corporate 










Finance and Investment 


Banking to Treasury. And 
thanks to a global network 
stretching from Düsseldorf to 
New York and from Tokyo 

to London, WestLB is always 
ready to focus on your 
problems — wherever you 


operate. 


Introducing the German bank that gives you great 
scope in international finance: WestLB. 


| M "y 


Head Office: Düsseld 


Branches, subsidiarie 
representative offices 
16 European countrie: 
as well as in Bejing, 
Hong Kong, Melbourr 
New York, Osaka, 

Rio de Janeiro, Singaj 
Tokyo, Toronto 
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The Swire Group 


CATH AY PACIFIC FIRST 





CATHAY PAGIFIC 


ABE PROUD TO UNVEIL 


CATHAY PACIFIC FIRST. 
THE RENAISSANCE OF 


FIRST CLASS TRAVEL. 





The new CATHAY PACIFIC FIRST is a contemporary interpretation 


of a time when the privileged few travelled in extraordinary comfort and style. 


A significant advance in the art of first class travel, CATHAY PACIFIC FinsT has been crafted 


from the ground up to meet the needs of the most discerning international travellers. 
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LETTERS 


Environment politics 

Ghafar Baba, the deputy prime minister of 
Malaysia, recently criticised the opposition 
Democratic Action Party MP for Kuching, 
Sim Kwang Yang, for calling on the EC to 
take action against Malaysia over the de- 
forestation issue and the arrest of Penans 
in Sarawak. Ghafar was asked to comment 
by the local press after a Reuter report ap- 
peared from Brussels on this issue. 
Ghafar's statement made it to the front 
pages of all the newspapers, though the 
original Reuter report on what Sim Kwang 
Yang said in Brussels was never published. 

Meanwhile, the Sarawak Tribune began 
publishing letters from the "public" at- 
tacking Sim. The Borneo Post, owned by the 
timber-rich Lau family in Sibu, also at- 
tacked Sim through news "items." 

A few days later the inspector-general 
of police held a press conference and de- 
nied that there was any arrest of Penans in 
the jungles of Sarawak. He was responding 
to comments made at an international con- 
ference held in Penang. Datuk Lim Kheng 
Yaik, a federal minister, then said all envi- 
ronmental groups in Malaysia were politi- 
cally motivated by the West. 

But there was no news coverage on the 
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Economic E 
Opportunities 


Establishing a UK base is not just a 
safe investment, but an unrepeatable 
opportunity for unlimited access to the 
rich EEC market 

In 1993, companies with a UK 
manufacturing base will have unrestricted 
access to the vast EEC market on equal 
terms with European companies. 

The majority of Far Eastern 
companies investing in the UK 
have looked to Wales 

Transport links are excel 
lent. costs of land are lower 
than elsewhere on the UK. 


conference. What does all of this tell us? 
Kuching, Sarawak BUJANG SENAN 


Private mine clearance 

In reference to How not to clear mines [. 
Feb.], it seems odd that during a war, ju 
over a year ago, armoured divisions we 
able to breach minefields and advance in 
Iraq as fast as the engines would take ther 
and that a UN-sponsored demonstratic 
should resort to such archaic methods 
clear mines. Admittedly they were mc 
probably demonstrating the only meth« 
and means that they thought were imm 
diately available to a country such as Car 
bodia. If a financial bounty was placed « 
the recovery of each mine, then life ar 
limb would be risked in order to reap tl 
fastest reward. Haphazard mine clearan 
is potentially more dangerous than kno: 
ing that a whole area is mined, as it bree 
a sense of false security. 

What the article did not mention w 
how Kuwait overcame its mine probler 
Private companies were contracted to cle 
the mines, which they have done at a ve 
impressive rate, making use of retired s 
diers with the requisite expertise. Tear 
could be used to train locals to carry o 
such tasks. 


Hongkong JOHN BOWM/ 
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irpose of Kanju's visit — never 
1erged in subsequent press reports. 
alaysian officials told the envoy that 
ey would prefer to wait for India to 
mply with the UN resolution on 
ishmir. In Jakarta, President Suharto 
fered to help mediate in the dispute, 
it Pakistan suspects that Asean as a 
hole is wary of offending India. 
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TAIWAN 


Back from the brink 


KMT avoids potential disunity over presidential election 





By Julian Baum in Taipei 


fter holding the most open policy 
debate in its history, Taiwan's rul- 
ing Kuomintang (KMT) has opted 
for unity and ducked a decision 
yn how to choose the next president of the 
zountry. The stalemate came at a highly 
:harged meeting of the party's central com- 
nittee, which accepted a last-minute com- 
»romise on constitutional reform by en- 
lorsing many lesser changes to Taiwan's 
xnstitution but dodging the larger issues. 

The principal dispute has been whether 
o elect the president by direct popular bal- 
ot or by proxy vote. This debate surfaced 
inexpectedly in the run-up to a full central 
'ommittee meeting and split the party 
eadership as it prepared for a constitu- 
ional convention in the final stage of 
"resident Lee Teng-hui's political reform 
xrogramme. 

The three-day central committee session 
nding on 16 March saw more than 100 
»arty advisers and elected officials express- 
ng strongly conflicting views in a forum 
pen to the media. 

As expected, the KMT agreed to popular 
lection of the governor of Taiwan and the 
nayors of Taipei and Kaohsiung, to 
itrengthening the role of the National As- 
embly and to shortening the presidential 
erm from six years to four, beginning with 
he next presidential poll in 1996. These 
ind other recommendations will go to the 
issembly for final decision in the coming 
veeks. 

But no agreement was reached on the 
nost politically sensitive question of how 
o implement popular election of the presi- 
lent. "We finally agreed that all of us sup- 
vort direct popular election,” KMT secre- 
ary-general James Soong told the REVIEW, 
‘but the method will be decided later." 

The postponement took the form of a 
'aguely worded statement, reportedly 


lrafted by mainland affairs expert Ma 


ine tao tarhach viol ad DuC NNI In — 


The compromise leaves further deci- 
sions in the hands of the 403 members of 
the National Assembly convening on 20 
March or to future KMT caucuses should 
the assembly also be unable to decide. "I 
can't speculate on what the National As- 
sembly will do since the party must respect 
the right of the assembly to make their own 
decisions," said Soong. 

Some KMT delegates said they were baf- 
fled at the quick shift in party position be- 
fore the central committee convened. The 
KMT's constitutional reform task force, led 
by Vice-President Li Yuan-zu, had worked 
for eight months to prepare a proposal on 
what was expected to be popular election 
via proxy through the existing National 





Lee: splits over election issue. 


Assembly. But the task force failed to reach 
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was openly challenged by KMT conse: 
tives for his party’s presidential nom 
tion. Independent observers say that n 
as then, what is at stake for KMT leadei 
the future role of Chinese mainlander 
the party as they come to terms with 
gradual decline of their influence. “Po 
lar election of the president will force tl 
to give up their power,” said former Ta 
mayor Henry Kao. 

The opposition Democratic Progres: 
Party (DPP) campaigned in last year's € 
tion in favour of direct presidential e 
tion. The KMT was vague on the issue, 
left the impression that it favoured a mx 
fication of the existing system of indi 
election through the National Assemb! 

Many scholars say that beyond the | 
tisan politics swirling through this del 
is the question of what kind of governr 
is best for Taiwan — a strong preside 
modelled on the US system or some f 
of European-style parliamentary de: 
cracy. Taiwan's present constitution, « 
ing from 1946, is an ambiguous comb: 
tion of the two. Constitutional scholars 
Taiwan tend to oppose direct electior 
the president because they fear it \ 
strengthen the executive branch again 
weak legislature and lead to presider 
authoritarianism. 

Lee has maintained official neutralit 
this dispute, though some observers spx 
late that he was behind the last-minute 
tempt to push for direct popular elect 
Lee has also reiterated his intention to < 
down from the presidency at the enc 
his term in 1996. 

In retrospect, it is clear that Lee has k 
his party's options open. Soong's push 
direct popular election appears to h 
been an attempt to circumvent the cor 
tutional reform process which was dc 
nated by party conservatives. But the c 
servatives rallied against the party's lib 
wing by resorting initially to opposi! 
party tactics in trying to disrupt the c 
and ibas her ote 
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is more than sufficient support among 
» 180 committee members should the 
estion be put to a vote. 

Proponents of direct election had the 
pport of some party-affiliated newspa- 
rs, including the China Times. They also 
d the backing of public opinion, with 
rveys showing that at least half the pub- 

favoured a direct popular ballot as the 
əst democratic method. 

Premier Hau Pei-tsun sided with con- 
rvatives by endorsing an alternative pro- 
sal, described in Chinese as wei ren zhi 
an, or direct vote by proxy. Supporters 
the proxy system included many party 
lers no longer active in government, 
ch as former premier Lee Huan and 
rmer Taiwan governor Chiu Chuang- 
an. Under this system, candidates for the 
itional Assembly would campaign as 
oxies to vote under obligation for a par- 
ular presidential candidate. But they 
uld also have other responsibilities, in- 
iding the power of presidential recall 
d constitutional revision. 

Claimed by its supporters to be similar 

the US electoral college system, the 
oxy method was criticised as being, un- 
cessarily complex and confusing to the 
iblic. Proponents argued, however, that 
*ect popular election could lead to politi- 
| instability, pointing to the Philippines 
an example. 

Such conservative views dominated the 
ntral committee discussions, though 
any participants, who included the KMT's 
tire National Assembly delegation and 
weral hundred other party advisers and 
icials, said they were not persuaded by 
m. Soong appeared determined to reach 
'onsensus and not divide the KMT with a 
te. 

KMT members on both sides of the dis- 
te say they are satisfied to leave the 
estion unresolved for now. “They [the 
tral committee] were marching towards 
split and avoided a crisis,” said Chang 
ei-yi, a KMT National Assembly deputy 
o supports direct popular election. 

Chang and other new deputies have 
erpreted the outcome as giving the as- 
nbly a free hand. "The central commit- 
' has so many diehard conservatives," 
ad Chang, “but in the National Assembly 
* can be more effective [in winning sup- 
wt for direct elections].” The assembly, 
wwever, will need a three-fourths major- 

to approve constitutional changes, a 
ficult hurdle given the uncertainties of a 
wention filled with politically inexperi- 


SOUTH KOREA 


Too many Kims 


Voter apathy aids new party in election campaign 


By Shim Jae Hoon in Taegu 


he government's economic failures 
| are proving to be potent weapons 
in the hands of opposition candi- 
dates and independents in the run-up to 
the 24 March election to the single-cham- 
ber parliament. This is not only forcing the 
ruling Democratic Liberal Party (DLP) on 
the defensive, but also beginning to cast a 
shadow on the ambitions of DLP executive 
chairman Kim Young Sam in the presiden- 
tial election scheduled for 
December. 

Rallies for the parlia- 
mentary election in the 
country's southern cities, 
including the hometown 
political base of President 
Roh Tae Woo have at- 
tracted big crowds despite 
the government's worry 
over low voter interest. 
Opposition campaigners 
assailing a 10% inflation 
rate and last year's trade 
deficit of USSIO billion 
have been well received 
everywhere. 

A total of more than 
1,000 candidates are run- 
ning for the 237 parliamen- 
tary seats available; an additional 62 seats 
will be distributed among the parties ac- 
cording to the share of vote they secure. 

The DLP’s generally defensive posture 
has been rendered even more complicated 
in Taegu, where voters have turned to criti- 
cising Roh for not delivering big-ticket de- 
velopment projects. Whereas Taegu chose 
DLP candidates for all of its 10 legislators in 
parliament four years ago, this time around 
voters are talking about supporting oppo- 
sition candidates in two key districts held 
by Roh aides. 

Parliamentary Speaker Park Jyun Kyu 
is defending his seat against a young 
former student activist backed by the 
newly formed Unification National Party 
(UNP) of Chung Ju Yung, founder of the 
giant Hyundai business group. In another 
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Kim Young Sam: fading star. 


campaigning strongly in many areas, re 
flecting Chung's goal-orientated busines: 
background. In Seoul's high-income con 
stituency of Kangnam A, the party is field 
ing Kim Dong Gill, a former Yonsei Uni 
versity professor and television talk-show 
star, against the DLP's Hwang Byung Tai, í 
former assistant minister of economic plan 
ning and Kim Young Sam's chief eco 
nomic-policy adviser. 

Kim Dong Gill's attacks on inflation anc 
corruption in high places has put Hwanj 

on the defensive anc 
3 served to raise the UNP’: 
profile. In Pong Du Wan 
another district in Seoul, ; 
former ruling party foreigi 
affairs specialist is run 
ning strongly against Sul 
Chong Hwa, à prominen 
former civil service officia 
from the DLP. 

Reports of governmen 
harassment of the UNI 
such as putting a tigh 
credit squeeze on Chung’ 
business empire to hobbl 
its campaign, has cast th 
party as the underdog, at 
tracting much sympath 
from voters. 

The high-profile con 
frontation between the UNP and the DLP ha 
shifted the spotlight from the main oppos: 
tion Democratic Party (DP) under Kim Da 
Jung. His main campaign theme is the cor 
troversial three-party merger of 1990 whic 
resulted in the creation of the DLP coalitio 
without the approval of party worker: 
However, that now appears to be a dyin 
issue, with most voters more concerne 
about economic problems. 

On the whole, voter interest in the D 
and the DLP, appears to have cooled as 
result of growing disenchantment wit 
Kim Young Sam and Kim Dae Jung, th 
perennial rivals for the presidency. Th 
growing apathy towards the two Kims hé 
created a demand for new faces, which th 
UNP seems to be meeting. 

That trend could also benefit indepen 
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Leaning to the Right 


Politburo warns of dangers from leftist deviation 


By Lincoln Kaye in Peking 


he gloves are finally off in the Chi- 

nese Communist Party's factional 

fray. At the behest of patriarch 
Deng Xiaoping, the politburo tipped the 
precarious post-1989 balance between re- 
formists and hardliners by pronouncing 
Left deviationism to be a greater threat 
than that of the Right. 

The politburo dictum signals the break- 
up of the behind-the-scenes ruling coali- 
tion of hardline Stalinists and reformist 
neo-authoritarians. Putting aside doctrinal 
differences, the top leaders made common 
cause three years ago for the Tiananmen 
massacre to suppress democracy demon- 
strators’ challenge to one-party rule. 

But this marriage of convenience is now 
on the rocks, analysts say. It was easier for 
both party factions to agree on transitory 
retrenchment measures, they are bound to 
fall out on the pace and direction of the 
next round of economic expansion. 

There is a more personal animus, too, 
between the two factions. Opinion leaders 
have been discretely canvassed by Deng’s 
intimates and told how the hardliners over- 
played their hand and invited retribution. 

One mortal offence was an attack by 
name on such key Deng allies as political 
standing committee ideology chief Li 
Ruihuan and Security Minister Qiao Shi in 
a document of the Central Cadre Training 
Academy under Li Xiannian, the leftist 
chairman of the Chinese People’s Political 
Consultative Conference. But the last 
straw, reportedly, was the denunciation of 
the ‘showpiece special economic zones (SEZ) 
as “capitalist beachheads” by some mem- 
bers of the Central Advisory Commission 
(CAC), the council of elders 

In pressing his counter-attack, Deng 
may be seizing an actuarial as well as a 
political advantage. Rumour has it that 
several of his octogenarian hardline foes 
are simply too sick and weak to fight back 
anymore. Old war horses like Li, 83, Vice- 
President Wang Zhen, 84, and former Pe- 
king mayor Peng Zhen, 90, are all reported 
to be near death. 


Lh crv" Ves crv 


The Dengist onslaught has already 
drawn first blood with the resignation of 
He Jingzhi, an ultra-conservative poet, as 
acting culture minister. Other hardline 
purge targets could include People's Daily 
overseer Gao Di, party central committee 
ideology chief Wang Renzhi, politburo 
member Song Ping and CAC ideologue 
Deng Liqun. 

But blood-letting looks likely on the 
other side of the factional fence as well, 
democracy activists fear. In the run- up to 
the annual meeting in late March of the 
National People's Congress (NPC), China's 
rubber-stamp legislature, a key aide to 
ousted party general-secretary Zhao 
Ziyang may be tried and sentenced as an 
instigator of the 1989 "disturbances." 

Even this prospect, though, offers a kind 





Chen Yun: resisting Deng's onslaught. 


of grim encouragement to disaffected in- 
tellectuals. “It’s a price that has to be paid,” 
according to a Peking political scientist. 
"The way things are set up here, they [the 
party] could not put Tiananmen behind 
them and rehabilitate Zhao and his re- 
formist line without sacrificing some sort 
of scapegoat." 

There could also be conspicuously "hu 
mane" displays as the early release of cel- 
ebrated (but largely neutralised) dissidents 
like 1989 student leader Wang Dan or 1978 
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truncated version that named no né 
and detailed no concrete accusations. 

Still, toned-down as it was, Docu 
No. 2 and the politburo statement trigg 
a rash of discussion meetings to tou 
party's "one central task,” meaning 
nomic development. The implicit t: 
was the hardliners' heretical doctrine 
second central task, ideological rectitu 

Even the arch-conservative Guang: 
Daily abruptly turned over its fortnig 
forum column to a discussion of econ 
development and the need for boldne: 
reform. Participants in the forum inclt 
such Dengist luminaries as President Y 
Shangkun, general secretary Jiang Ze 
Qiao Shi and Li Ruihuan. 

Curiously enough, though, of all 
participants, only Premier Li Peng — c 
dismissed as a hardline stooge — citec 
link between economic and political 
forms. All he had in mind, however, 
such limited innovations as greater ci 
liability, more latitude for China's 1 
communist parties and electoral modi 
tions to the NPC. 

While Li tried to clamber aboard 
reformist bandwagon, his putative suc 
sor, Vice-Premier Zhu Ro: 
busied himself with ! 
currently fashionable c. 
paigns: to bolster consu 
rights and to shatter the « 
tifying economic effect of 
"three irons" (guarant 
livelihood, promotions . 
wages for government ca 
and state enterprise emp 
ees). 

Even such hardline | 
tions as the Chinese-] 
guage dailies of Xinjiang 
Inner Mongolia strove 
front-page editorials, to sl 
themselves as reformist. 
Liberation Army Daily orde 
its readers to "enthusia 
cally join and support ref 
and opening," while the China Elderly Ji 
nal urged retired cadres to "improve tl 
political nutrition and to ceaselessly le 
and accept new things." 

Yet the inner pages of the same ne 
papers intermittently featured outburst 
the old hardline rhetoric. Several news 
pers ran fulsome paeans to Lei Feng, a 
dier-samaritan icon of the 1960s who 
been revived since 1989 as a symbol of 
questioning obedience to party orthodc 

And the People's Daily, on 13 Mar 
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Ihe lone ranger 


entagons blueprint for the new world order 


Susumu Awanohara in Washington 


ecession and the inward-looking 
i mood of voters in an election year 
. V. have forced President George Bush 
virtually drop foreign policy late last 
ar and concentrate on domestic issues. 
t alarmed at this sudden reversal, those 
10 still believe in the US’ leadership role 
world affairs are putting pressure on the 
esident to correct his stance. 
At such a time, a controversial US de- 
ice department document, calling on the 
untry to maintain its position as the pre- 
ünent world power and prevent cur- 
atly friendly powers — including those 
East and Southwest Asia — from be- 
ming new threats to peace, is stimulat- 
> a heated debate on the US’ appropriate 
e in the post-Cold War era. 
Sensing taxpayer revolt against costly 
erseas involvements and not knowing 
w to convince the public of their neces- 
y, the US administration and Congress 
ve failed to meet international commit- 
ants, some of them made long ago. For 
ample, Washington two years ago 
ymised a US$12 billion contribution to- 
irds the IMF's recapitalisation but recent 
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presidential and congressional candidates 
that they should avoid mentioning foreign 
policy, and particularly foreign aid, few 
incumbent politicians dare to reaffirm the 
need for international engagement. Former 
president Richard Nixon, disgraced in the 
mid-1970s Watergate scandal, has tried to 
fill the gap. 

In a recent speech in Washington, 
Nixon urged politicians “not simply to 
support what is popular but to make what 
is unpopular popular if that serves Ameri- 
ca's interest.” Specifically, he criticised 
Bush and other presidential candidates for 
their “pathetically inadequate response” to 
the opportunity of reshaping the former 
Soviet Union. Failure to transform Russia 
into a free-market democracy could mean 
the emergence of “a new despotism” far 
more dangerous than the old Soviet totali- 
tarianism, he warned. 

Nixon’s call was forceful enough that 
Bush felt compelled to respond, defending 
his administration's foreign-policy record 
and pledging to “square the responsibili- 
ties of world leadership with requirements 
of domestic renewal.” | 

The Pentagon's confidential document 


— called Defence Planning Guidance and 
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US role as the sole superpower. 

According to the Times and the Wash- 
ington Post, what is striking about the 
document — which has yet to be made 
public — is its explicit dislike for multila- 
teral approaches to world problems in 2 
multipolar world. 

The document calls on the US to “estab- 
lish and protect a new order" that account: 
"sufficiently for the interests of the ad- 
vanced industrial nations to discourage 
them from challenging our leadership," 
while at the same time maintaining a mili- 
tary dominance capable of “deterring po- 
tential competitors from even aspiring to a 
larger regional or global role." 

The document is consistent in large parl 
with statements made by top US defence 
officials in stressing the virtues of collective 
action and the need to promote increased 
respect for international law. It also agree: 
with the dominant analysis that US de 
fences must increasingly prepare for po 
tential regional conflicts rather than globai 
war with another superpower. Yet, it is 
heavily preoccupied with preventing the 
emergence of a rival global power in West- 
ern Europe, East Asia, the former Soviel 
Union and Southwest Asia. 

Analysts are agreed that Germany, Ja: 
pan, Russia and India are among the aspir- 
ants to global power status. Not meant for 
foreign readers, the document is said to be 
blunt on occasion; it discusses, for example 
India’s “hegemonic aspirations over the 
other states in South Asia and the Indiar 
Ocean.” On Asia, it says “[the US] mus! 
maintain our status as a military power o! 
the first magnitude . . . acting as a balanc- 
ing force and [preventing the] emergence 
of a vacuum or a regional hegemon." 

Newspaper reports on this document 
have elicited unusually strong reactior 
from various quarters. Congressiona) 
Democrats who have ridden along with the 
public’s isolationist sentiment and pressed 
for further deep cuts in defence spending 
are, of course, appalled at the defence de 
partment’s quixotic insistence that the US 
though cash-short, should remain the 
world’s policeman. 

Criticism also comes from more inter: 
nationally minded Americans, including 
officials in the Bush administration. Some 
in this group object to what they see as the 
unilateral, and even chauvinistic, tenor o 
the Pentagon document. This sentiment is 
shared by many foreign diplomats. Other: 
say that in the post-Cold War era the US 
has no choice but to diminish its relative 
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BRIEFING 


‘Thai junta stakes 

claim on premiership 

> Thai military junta leader Sunthorn 
Kongsompong said on 15 March that if 
leading political parties could not decide 
who should be Thailand's prime minister 
after the 22 March general election, 
military chiefs would be best qualified 
for the post. The retired supreme 
commander, who heads the National 
Peacekeeping Council (NPC), said if NPC 


vice-chairman and army commander Gen. 


Suchinda Kraprayoon did not want to be 
premier, then it could go to another NPC 
vice-chairman, Air Chief Marshal Kaset 
Rojananin. Sunthorn has insisted that as 
NPC chairman he has the right under a 
provisional clause of the 1991 constitution 
to choose the next prime minister. 


China-Israel missile 
link under scrutiny 


> The Bush administration is 
investigating intelligence reports that 
Israel has sold Patriot missiles or related 
technology to China. The Israelis have 
strongly denied the accusations. The Wall 
Street Journal, however, reported on 13 
March that a recent State Department 
review of weapons-technology export 
controls had highlighted charges that 
Israel has re-sold US arms technology to a 
number of countries. Israeli-Chinese arms 
cooperation dates back to the early 1980s, 
well before the two nations established 
diplomatic relations. 


Setback for Philippine 
presidential candidate 

> The 50,000 strong Quezon City chapter 
of the ruling Laban ng Demokratikong 
Pilipino (LDP) has declared it was 
dropping party standard bearer Ramon 
Mitra as its presidential candidate. This 
follows Mitra's insistence on backing 
Congressman Ismael Mathay as Quezon 
City mayor though 95% of LDP local 
officials supported the re-election of 
Brigido Simon. The retraction has stirred 
speculation that the LDP may see more 
fractures at the local level as the election 
draws nearer. 


India reverses policy 


said they would help upgrade the Indian 
navy's technology. The announcement 
came after a length softening-up process 
by New Delhi as it backed away from a 
previous, longstanding policy that such 
joint exercises would compromise India's 
non-alignment. 


Covernment move 
sparks Punjab freeze 


> Business activity came to a halt 
throughout India's Punjab state on 16 
March in response to a strike call by 
underground Sikh militants to protest 
against the swearing-in of the new 
Congress party state government elected 
in the widely boycotted poll on 19 
February. The previous week had seen an 
upsurge in violence by the militants: on 
11 March, gunmen killed 15 Hindu 
engineers and executives at the nearly 
completed plant of Indian Acrylics Ltd. 


Social indicators ; 


Hongkong's housing stock: 
home ownership on the rise 1 
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Pro-independence 

Taipei radical jailed 

* Radical dissident Chen Wan-chen has 
been sentenced by the High Court in 
Taiwan to 46 months' imprisonment for 
seditious acts. Chen last year set up the 
Organisation for Taiwan Nation-Building, 
which was declared seditious for openly 
advocating independence. 


Among those supporting the proposal 
was Gen. Chiang Wei-guo, son of the | 
KMT leader Chiang Kai-shek. While the 
loan offer is chiefly a propaganda mov 
is not beyond Taipei's capabilities: Tai 
boasts more than US$85 billion in forei 
exchange reserves. 


Islamic groups back 
Suharto's re-election 


> Two important 
Islamic groups in 
Indonesia — 
Muhammadiyah and 
Syarikat Islam — 
have pledged 
support for another 
five-vear term in 
office for President 
Suharto. Suharto has 
ruled Indonesia 
since 1967 and is likely to seek re-electi 
when his current term, his fifth, expire: 
March 1993. The groups met Suharto o 
10 March. The Muhammadiyah is 
Indonesia’s second-largest Islamic 
organisation, with 20-30 million follows 





Suharto. 


Asian expert hit 

by cheque scandal 

> Veteran US Congressman Stephen 
Solarz, the influential chairman of the 
House Foreign Relations Asia 
subcommittee, has been named as one 
the worst offenders in a congressional 
cheque-bouncing scandal, raising 
questions about his political future. Sol 
one of Congress’ leading experts on 
foreign affairs and Asian issues in 
particular, reportedly bounced more thi 
700 cheques on his account at the Hous 
of Representatives’ bank, which covers 
members’ overdrafts. The sour mood a: 
anti-incumbent sentiments of the 
American electorate, and the impendin; 
reapportionment of congressional seats 
Solarz' home state of New York, could 
spell political trouble for Solarz. 


Malaysian lawyers 
spurn peace moves 
> Malaysian lawyers have rejected a 


move to recognise the lord president ar 
to mend fences with the judiciary and t 
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There are Things in the World that Cat 


b iin wrote Byron "is a pleasant city famous 
for oranges and women’. In the year of Expo 92, 
that's something of an understatement. But for 
all its nineteenth century chauvinism, the spirit 
of the observation is about right. Seville, greatest city 
of the Spanish south, the city of Carmen, Don Juan 
and Figaro, is essentially famous for its own living 


self. A deserved reputation for gaiety is expressed 





anually on a grand scale during the April Fiestas. 


is year, the festivities coincide with the “event of the ce 





Equestrian Art. The party will be a big one, even by Seville's s 


500 years to the day since Columbus discovered America. In a c 
the enjoyment promises to be infectious. And as the saying go 


missed a marvel” 


Sevilla Expo ’92. 
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Five years from now, will vou be 
able to change your communications 
architecture as easily? 


Despite what some companies may tell you, the future direc- 
tion of communications technology is practically impossible to 
predict. But whether you rea telephone company or its customer, 
you have to make choices now. Stand alone or networked? Public 
or private? Wired or wireless? With so much uncertainty, how can 
you ever plan ahead? 

Frankly, it's difficult. You have to be sure your supplier can 
offer you a range of solutions. Hopefully they Il be solutions that 
will work for a long time, so you won t have to take a chance on 
somebody's unproven idea of what you ll be needing one day. 

At AT&T, we don't claim to know exactly what your future 
requirements will be. Nobody knows that. But we have the track 
record to ensure that you ll be as safe as you can be. Our AT&T Bell 
Laboratories, for example, has invented or been a leader in virtu- 
ally every mainstream trend in communications technology of 
the past hundred years, including fibre optics, wireless switching, 
and the UNIX* operating system. 

This provides a pretty fair indication that our innovations 
today will become standard solutions in coming years, for tele- 
phone companies and their customers alike — whatever direction 


the future takes. 
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The way Yamamoto-san had 
requested my recommendations on 
productivity for our client made it 
sound like an urgent matter. I had only 
been in Tokyo about two months, 
seconded to our Japanese partner’s 
office from mine in Melbourne, 
Australia as Chief Engineer. 
Yamamoto-san was the head of my 
section and to be entrusted with such 
an important project by him made me 
feel accepted and welcome in Japan. 

Initially, Yamamoto-san showed 
great interest in my proposal. He flipped 


through the pages noting the major points 


with an approving nod of his head. “TIl 
get back to you soon on this, Croswell- 
san," he concluded with a smile. 

Two or three days had passed with 
no word from Yamamoto-san on my 
proposal. I casually dropped by his office 





and mentioned it to him. “It’s under 


consideration. Please be patient,” he said. 


I was. But after an additional week 
had passed with no comment from 
Yamamoto-san, I began to worry. Was 
the proposal forgotten? Or worse, 
rejected? I decided to approach 
Yamamoto-san once again. “Be patient, 
Croswell-san,” was all he said. 

I was on my way to a meeting on 
another floor of the building a few days 
later when I noticed my proposal in the 
“out” tray of Ito-san's desk. Ito-san 
wasn't in my department, indeed, I only 
knew him from the company picnic we 
had attended. What was he doing with 
a copy of my proposal? After the 
meeting, I rushed back to my office 
with the full intention of confronting 
Yamamoto-san about this. When I got 
to my desk, I was surprised to find my 
proposal staring at me. On the first 
page, there were ten red circular seals 
each made up of Japanese characters. 
The seals appeared to be the seals of 
approval from different people. 

I took the document with the curious 
seals to Yamamoto-san's office. 
"Congratulations, Croswell-san!” he 
said, looking up. “Your proposal has 
been approved by everyone concerned 
with very little revision needed to adapt 
it to the Japanese market. Good work!” 

“I... I'm truly pleased,” I managed to 


say, “But how did all these seals get on it?” 


Your Business Line - JAL 


“I should explain to you our systen 
of ‘hanko’ and ‘ringi’,” he said, motioni 
me to have a seat. Yamamoto-san 
explained that ^hanko" were personal 
seals which virtually take the place of 
signatures. Each hanko is designed as 
unique object of an individual or 
company. Banks, for example, do not 
normally accept signatures. A hanko 
must be used. *You can even allow 
someone else to use your hanko for 
you," he said. "So in that sense, they : 
more powerful than signatures." 

As for “ringi,” the consensus- 
approval system, every party, no matt 
how remotely or deeply they are 
concerned with the specific decision, : 
consulted. The more important the 
decision, the more consensus is need: 
Once consensus is reached, the decisi 
is carried out exactly as planned and 
agreed to. The advantage of the “ring 
system is that all viewpoints are taker 
into consideration before proceeding. 
And, most importantly, the 
consequences of a decision, good or 
bad, will be shared by all who have 
placed their hanko on the document. 

Then Yamamoto-san reached in hi 
desk drawer and handed me a small 
package. “This is your hanko, Croswe 
san. I had it made for you.” 1 opened 
up and admired it with pride. *You're 
real Japanese now," Yamamoto-san si 
with a broad smile on his face. 





ONGKONG 


sang of forty-four 


Nina's new panel of advisers raises misgivings 


' Stacy Mosher in Hongkong 


^W hina’s new advisers on Hongkong 
affairs enjoyed a lavish inauguration 
in Peking on 11 March. But the re- 
ption in Hongkong itself was more 
arded, and focused on fears that the 44 
pointees would constitute a second, 
elected, power base in the colony despite 
surances to the contrary by Chinese of- 
ials and the advisers themselves. 
The narrowness of representation 
Yong the advisers — Hongkong liberals 
d other critics of Peking were noticeably 
sent — and reservations expressed by 
me of the appointees on their role as ad- 
ers only served to heighten Hongkong's 
sgivings. 
British Foreign Secretary Douglas Hurd 
d expressed concern over the appoint- 
ants during a meeting with Chi- 
se Foreign Minister Qian Qichen 
London on 9 March. Hurd said 
it Hongkong might "get the jit- 
s" from the lack of consultation 
er the advisers, who were all se- 
ted by Chinese officials based in 
' colony. He also emphasised the 
ed for dialogue between Peking 
d Hongkong's Legislative Council 
?gco), though Peking has never 
mitted that Legco represents local 
"WS. 
The selection of the advisers re- 
orced Peking's consistent snubs 
legislators’ views on policy mat- 
s, and the Chinese Government 
is careful to enhance the prestige 
the appointees. A police escort 
d separate limousines were on hand at 
king airport for the arriving advisers. 
e head of the Hongkong and Macau Af- 
rs Office, Lu Ping, presided at the induc- 
n ceremony. The advisers later met 
esident Yang Shangkun, Premier Li 
ng, communist party chief Jiang Zemin, 
e-premiers Zhu Rongji, Wu Xueqian 
d Zou Jiahua, as well as other top offi- 
Is. 
Pro-Peking newspapers in Hongkong 
ve prominent coverage to the events, 
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The advisers got the first taste of their new 
duties the next day, when Jiang delivered 
a 40-minute speech on the implementation 
of Peking’s one-country-two-systems con- 
cept and on how Britain stood to gain from 
cooperating with China. 

But many of the advisers admit to 
reservations over their planned role as ex- 
plainers of Peking’s policies. The other 
three terms of reference — reflecting 
Hongkong people's views, taking part in 
discussions and providing opinions — met 
no such objections, though many advisers 
were uncertain as to how they should go 
about giving their opinions. 

Chinese officials, however, would 
probably bristle at any attempts to pass on 
local views, according to former senior civil 
servant Donald Liao. In an interview with 
the local pro-Peking Wen Wei Po newspa- 





Hongkong's Li Ka-shing receives the nod from Zhou Nan. 


per, he said the advisers would have a pas- 
sive role. He hoped Chinese officials in 
Hongkong would make an effort to meet 
the advisers, and also suggested they or- 
ganise themselves in small groups to 
function more effectively. 

The advisers' terms of reference and 
organisation remain vague because of local 
sensitivities that they might form a new 
power base in the colony. However, Lu 
noted that they would not necessarily be- 


come members of the powerful Prepara- 
elhaisk 511 Le ^belaUl.. 
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king figures and confirmed establishmer 
types make up the majority. Nearly tw 
thirds of them previously served as Pe 
king's appointees in the Basic Law Draftin 
or Consultive Committees; another thir 
are delegates to either the Chinese Nation: 
People's Congress or the Chinese People’ 
Political Consultative Conference (CPPCC 
Half are prominent members of the bus 
ness community. 

Although the advisers include thre 
tormer and three serving legislative cour 
cillors, none are directly elected or mem 
bers of liberal political groups that hav 
criticised Peking's policies. The choice c 
three supremely silent serving legislator 
— well known for their lack of participa 
tion in Legco committees or debate on con 
troversial issues — rather than members © 
Legco's two dominant political groups, th 
conservative Cooperative Resources Centr 
and the liberal United Democrats of Hon; 

Kong (UDHK), highlighted Peking's atti 
tude towards the legislature. 

On the other hand, the New Hongkon; 
Alliance and the Liberal Democratic Fed 
eration, two conservative political group 
that fared dismally in last year's Lege 
election, enjoy significant representation 

This has raised speculation that Pe 
* king wants to groom them for the 
next elections in 1995. Loca 

leftwing newspapers omitted t 

mention the political affiliations o 

the advisers. 

The local media and commenta 
tors have cautiously welcomed th« 
idea of enhancing the flow of com 
munication between Hongkon; 
people and Chinese officials. Bu 
the narrowness of representatior 
has been consistently criticised 
even by some of the appointees 
Leftist unionist and NPC delegat 
Cheng Yiu-tong feels that all kind: 
of views should be reflected, in 
cluding those more confrontationa 
to China. 

A delegate to the CPPCC, Tsui Sze-man 
says he will push for democrats to be in 
cluded in the next round of appointments 
But he says Peking will reject any cor 
members of the Hongkong Alliance ir 
Support of the Democratic Movement ir 
China, a group Peking considers subver 
sive. The group is closely associated witl 
the UDHK. A vice-director of the loca 
branch of the New China News Agency 
Qin Wenjun, said the next group of ap 
pointees would be drawn from a wider cir 
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Legacy of Lenin's empire 


he Russian Federation's foreign 

policy priorities, as drawn up be- 

fore the creation of the Common- 

wealth of Independent States 
(CIS), are based on "reasonable egoism” 
ind aimed at ensuring the country's eco- 
nomic revival. 

The policy's three horizontal tiers em- 
»race relations with the former Soviet 
Union's republics, now members of the 
CIS; ties with wealthy nations of the north- 
ern hemisphere and China and Eastern 
Europe; and ties with more distant devel- 
»ping and Third World nations. 

For Moscow, the last priority principally 
refers to the large Muslim zone along the 
tormer Soviet Union's southern borders 
ind embraces such countries as Afghan- 
istan, Iran, Pakistan and Turkey. Develop- 
ments in Southwest Asia over the past dec- 
ade have had an enormous impact on both 
Soviet foreign and domestic policies. The 
present situation in the region is also 
exerting a powerful influence on neigh- 
»ouring Central Asian and Transcaucasian 
republics. 

Future developments in the vast area 
stretching from the Hindu Kush to the 
Black Sea, where separatist tendencies 
stemming from fundamentalist and Pan- 
Turkic sentiment have sparked instability 
in the Muslim-populated Northern Cauca- 
sus and Tatarstan, are of growing concern 
to the Russian leadership and may well af- 
fect the stability of the federation itself. 

The gradual collapse of the Soviet 
Union since 1985 has led to a political and 
military vacuum in Southwest Asia which 
is being filled by Pakistan, Iran and, to 
some extent, China. These three countries, 
concerned about a stronger US role in the 
world, share the view that solidarity 
among Third World nations should be fos- 
tered and are therefore moving towards 
trilateral political, technological and mili- 
tary cooperation. 

In addition, the continuing deadlock in 
efforts to reduce the nuclear threat in South 
Asia, rumours about Pakistani and Iranian 
efforts to obtain nuclear technology and 


their encouragement of technical coopera- 
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By Mikhail Konarovski 


acknowledged as early as 1989. Muslim 
movements in the Central Asian republics 
parallel Pan-Turkic sentiments in their two 
main objectives: to replace communist ide- 
ology with popular appeals for a return to 
historical and religious roots, and the ex- 
tension of comprehensive ties with neigh- 
bouring Iran, Pakistan, Turkey and the 
more distant Arab world. 

Growing outside influence on Central 
Asia may well tilt the present political bal- 
ance towards medieval traditionalism and 
fundamentalism. This would inevitably 
cause Moscow concern about the impact of 
intolerant Islam on Russia's several million 
Muslims and on the Russian-speaking 
residents of Central Asia. Growing intol- 
erance of "infidels" in the 
region has already cast a 
shadow on relations be- 
tween Moscow and Cen- 
tral Asian capitals. 

There are more posi- 
tive aspects of Moscow's 
links with Central Asia, 
not least the advantages 
that may accrue if Russia 
can serve as the main po- 
litical "bridge" between 
the East and the indus- 
trialised West. Neverthe- 
less, Russia's burden of 
the southern parts of the 
former Soviet Union is 
unlikely to be signifi- 
cantly lightened. 

For their part, the 
Central Asian republics 
should be prompted to 
take into account Mos- 
cow's anxieties. For ex- 
ample, close ties between 
Russia and Kazakhstan 
— the largest and most 
developed new regional 
player with a significant 
non-Kazakh population — seems to be of 
particular importance to Moscow. 

Participation in talks with the mujahi- 
deen on the Afghan issue just before the 


collapse of the Soviet Union was —— 
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"Wer between 
Moscow and 
Central Asia 


present stage of the Afghan conflict is 
solved, Moscow and Kabul may find tl 
ties will diminish. 

In reviewing the state of affairs it inl 
ited from the Soviet Union in terms of n 
tions with Teheran and Islamabad, M 
cow faces the task of both maintain 
continuity with the past and seeking r 
links within the framework of changed 
gional and global relationships. 

For example, negotiations should 
held to replace the 1921 Russian-Pers 
Treaty, which became outdated long a 
The best basis for relations should be 
Joint Declaration adopted in Moscow 
1989. Soviet economic relations with 1 
are mainly focused on industrial coopt 

tion, while trade is c 

tred on raw materi 
i metals, machinery ¿é 
Russian military equ 
ment exports. 

However, there 
now problems in ful 
ing such a program) 
as arms supplies to I 
— which the Sov 
Union resumed in 1 
— are again a sensi 
issue given Mosco 
improved relations v 
the West. Against ! 
background, new pc 
bilities have emergec 
establishing a partr 
ship between Iran, A: 
baijan and Kazakhs 
based on resolving « 
nomic and ecolog; 
problems tied to tl 
shared use of the € 
pian Sea. 

The Russia-Pakis 
dialogue has been h: 
pered by differences c 
Afghanistan, despite 
lamabad's repeated insistence that « 
nomic relations should not be linked to 
Afghan question. These differing 
proaches to the future of Afghanistan, . 


Moscow’s understandable anxiety aL 
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WestLB has the vision for 
successful corporate 
business. Worldwide. 


20 years of experience in 
Corporate Finance, the solidity 
of a state bank and the lead- 
ing role played by WestLB. On 


this sound foundation, WestLB 
successfully combines 
classical products with inno- 
vative solutions, applying the 
right mix of state-of-the-art 
technology and persona! crea- 
tivity. That's why WestLB 
rightfully belongs at the top of 
your shortlist — from Corporate 
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ormula aimed not only at improving rela- 
ions with Islamabad and New Delhi, but 
Iso at counteracting the new Pakistani 
iresence in Southwest and Central Asia. 

Russia's relations with Turkey, based on 
autual concerns over developments close 
> their border and, in Moscow’s case, in 
outhwest and Central Asia, were partially 
odified in a new Treaty on Fundamentals 
f Relations initialled in Ankara during 
ebruary which confirmed the two coun- 
ries' intentions to develop closer economic 
nd political ties. This desire for better re- 
ations is rooted largely in concerns over 
he spread of Islamic fundamentalism 
vithin both Russia and Turkey. 

In addition, Russia's efforts to introduce 
‘urkey’s secularist market economy model 
ato the Muslim Central Asian republics is 
vidently being backed by the West. With 
he emergence of an Asian common mar- 
et — linking Iran, Pakistan, Turkey, 
\zerbaijan and Central Asia — Moscow 
nay well be induced to deepen coordina- 
ion of its regional economic policy with 
‘eheran, Islamabad and Ankara. Russia's 
uture entry into such an association 
hould not be ruled out, given its diverse 
ies with most of the countries involved. 
‘urkish support in this regard would have 
reat significance for Russia. 


Potential problems in Russia's relations 


vith Turkey, however, also loom. In addi- | 


ion to its growing links with Central Asia 
nd Azerbaijan, Ankara is also extending 
ies to several parts of the Russian Federa- 


ion with Turkic populations, notably | 


atarstan and Bashkoristan. Seeking eco- 
iomic advantages, Turkey — like Iran and 


'akistan — is monitoring political trends | 


here. And while officials in Ankara have 





epeatedly stated Turkey's opposition to a a 


evival of Islamic and Pan-Turkic move- 
nents in Central Asia, the Caucasus and 
arts of Russia, if these movements put 


lown firmer roots Turkey might alter its | 


tance — though in the short term it seems 
iardly probable. Such a move, neverthe- 
2ss, cannot be ruled out in the future, and 
emains a source of grave concern to Mos- 
OW. 

The increased emphasis on Russia's 
icy towards Southwest Asia indicates 
hat Moscow is drawing up a new regional 
trategy. Whatever its ultimate shape, there 
5 no doubt that Russia's main objective is 
0 build up a reasonable balance in politi- 
al and economic relations with all the 
ountries of this vast region. This "cautious 
lynamism,” rather than the creation of 
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salongas last stand 


Liberal's presidential bid doomed to failure 


By Rodney Tasker in Manila 


wenty one years ago Jovito Salonga 
Í lay on a hospital bed in Manila ap- 
parently mortally wounded. The 
multiple injuries he suffered when a gre- 
nade was tossed into his group during a 
party rally, in what became known as the 
Plaza Miranda bombing, gave doctors lit- 
tle hope that he would survive. 

Salonga proved them wrong, even 
though he lost an eye, his hearing was im- 
paired and an arm permanently maimed. 
Today the former senator is fighting per- 
haps the second most important battle of 
his life. But this time it seems that, barring 
another miracle, he will almost certainly 
lose. 

In many ways Salonga is the grand old 
man of Philippine politics. A veteran of the 





Salonga campaigning: weakened by defections. 


hustings and a shrewd political fighter, he 
is widely regarded as one of the more 
honest, principled and professional politi- 
cians among the eight diverse individuals 
who now want to run the country. Yet his 


| bid to become president in the 11 May 


election seemed doomed almost from the 
start. 

The 71-year-old Salonga's Liberal Party 
has been weakened by defections to the 
extent that its long history as one of the 


at a, 


session in February before the coming el 
tion only two senators could be count 
as party loyalists: Salonga and the Le 
leaning Wigberto Tanada. Party leac 
Teofisto Guingona had defected to pre 
dential candidate Ramon Mitra’s Laban 
Demokratikong Pilipino (LDP) party, as h 
Ernesto Herrera and Orlando Mercado. 

Former film star Joseph Estrada had | 
to form his own party and run for ! 
presidency himself, while consummate } 
litical opportunist Ernesto Maceda h 
thrown in his lot with another president 
candidate, former Marcos crony Eduar 
Cojuangco. 

Because of the defections, Salonga s 
fered further ignominy when he was « 
posed as Senate president by Nept 
Gonzales on the basis that the latter's L 
was the majority party. Yet Salonga has 
sisted that he should stand 
the party's presidential c 
didate, despite the oppositi 
* of some of his supporti 
who feel his age and report 
poor health indicate 
should now withdraw fr« 
the political scene. 

Salonga's insistence 
running also scotched t 
possibility that the younj 
former chief justice Mare 
Fernan would become t 
Liberal Party standard-bea 
in the election. Fernan ch 
lenged Salonga for the can 
dacy, but lost by five votes 
a party executive commit 
straw vote in October 19 
Fernan, who enjoys influ 
tial Catholic Church backing and a cle 
image through his term on the bench, v 
subsequently courted by: other politi 
groups before becoming Mitra's vice-pre 
dential running mate. 

When Fernan moved away from ! 
party in a huff, Salonga chose former se: 
tor Aquilino Pimentel as his vice-presid: 
tial candidate. Pimentel, a gruff politic 
from Cagayan de Oro on the south 


island of Mindanao, has a reputation of | 
e -- Oi lowe oJ]. «ih - 
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in out of political steam, he has been 
laced towards the bottom of recent pre- 
lection national opinion polls. Salonga 
nswered this in an interview with the 
EVIEW by pointing out he was rated 
cond to last in a poll before his first 
enate election in 1965, but went on to 
ather more votes than any other candi- 
ate. 

He and Pimentel also appear to enjoy a 
rge degree of support among university 
udents. In a recent mock election con- 
ucted by the University of the Philip- 
ines' law college — Salonga was a well- 
nown lawyer before going into politics — 
ie two were given 70% of the vote. The 
ime university and other student groups 
ave organised campaigns to seek dona- 
ons for the Salonga-Pimentel ticket. 

Students are seen as being attracted by 
alonga's image as a progressive, national- 
t politician who led the successful Senate 
impaign in September 1991 to secure the 
5 withdrawal from its military bases in 
ie Philippines. However, other presiden- 
al candidates, such as tub-thumping 
liriam Defensor Santiago and Estrada, are 
iso popular among the young. With some 
5% of the voters in the coming election 
nder the age of 35, this is a vital constitu- 
acy for any candidate to tap. On the other 
and, many Filipinos — particularly those 
those jobs rely on a US military presence 
- are indignant over the Senate’s anti- 
ases vote. 

“Our vision for the future is a Philip- 
ine society where the weak shall be strong 
nd the strong shall be just,” reads the Lib- 
ral Party’s election manifesto. Certainly, 
Ye Salonga-Pimentel emphasis on uplift- 
ig the economically downtrodden Filipi- 
os has some election appeal. But more 
j»nservative Filipinos regard their cam- 
aign as being dangerously close to that of 
Ye underground Left. When former party 
'ader Guingona left the Liberal Party in 
inuary, he said it had been infiltrated by 
‘ftists. 

Asked about this charge, Salonga said: 
[t's true that the party is pro-poor, but 
iat doesn't make the party leftist.” He 
dded that if he was voted into power, his 
overnment would have a “minimal role” 
1 business. It would “just make the [busi- 
ess] playing field level.” 

Another, more personal, issue also mili- 
ites against Salonga’s presidential bid. He, 
ke fellow candidate former defence secre- 
iry Fidel Ramos, is a Protestant in a coun- 
'y in which 85% of the population is 
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Passport control 


New immigration law can render citizens stateless 








By Suhaini Aznam in Jakarta 
fter three months of heated debate, 








the Indonesian parliament passed 

a controversial immigration bill on 
4 March with provisions to effectively bar 
citizens the government deems to be dis- 
loyal from returning home and potentially 
rendering them stateless. 

Although most of the bill was passed 
unanimously, the Democratic Party (PDI) 
recorded its objections to the clause that 
would prevent citizens resident overseas 
who had criticised the nation and govern- 
ment from returning to Indonesia. 

The significant aspects to the new law 
— which replaces various and disparate 
statutes dating back to Dutch colonial rule 
— are twofold: formal guidelines govern- 
ing restrictions on certain Indonesians 
wanting to travel abroad and the introduc- 
tion of a temporary ban that would bar 
some citizens from returning home. 

The criteria for the latter clause also de- 
mand that an individual's return could 
disrupt development, cause disunity 
among the Indonesian population, threaten 
national stability and endanger the 
individual's own or family's life. 

The contentious provisions were intro- 


bill. “Golkar agreed because we belie 
that the definition of human rights shou 
be made within the Indonesian conte: 
not through Western eyes. We reje 
individualism, which puts too much er 
phasis on individual freedoms,” said NM 
Rusdy Thahjr, Golkar's spokesman on t 
bill. In a country like Indonesia, individt 
interests should conform to the higher i 
terests of society, race and the nation, 
added. 

Since the new provisions were unveile 
human-rights lawyers have also ralli 
to criticise the bill. "I don't see any reas: 
whatsoever to prevent a person from 1 
entry,” lawyer Mulya Lubis said. "It is 
constitutional right to return to one's hor 
country. If there is a crime, why not arr: 
the person on landing and bring him 
trial?" 

Abri's support for the bill rests mair 
on security considerations. Indeed, me 
bers of the legal profession suspect the lz 
was targeted primarily at the remaini 
supporters of the outlawed Indonesi 
communist party, whose alleged invoh 
ment in the 1965 coup attempt still cau: 
deep bitterness. Other targets are seen 
include members of secessionist mo 


ments, such as the Aceh Merdeka (Fi 
4 1> ane moet laan Jb foe Ctaallanims a 
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individual on the "stop" list from being 
barred from travelling by immigration of- 
ficials, having already obtained a ticket, 
visa and made other bookings or appoint- 
ments. 

Further, a time limit of six months re- 
newable to a maximum of two and a half 
years was set on how long an individual 
could be barred from returning to or leav- 
ing the country. Indonesian embassies 
must also be informed of the orders, and 
though there was no specific requirement 
that they inform the individuals concerned, 
some MPs hoped they would take the ini- 
tiative to do so. 

The safeguards, however, are not total. 
One possible loophole is whether and 
when a fresh order can be made against a 
citizen, though Rusdy said he was confi- 
dent the authorities would be fair in the 
exercise of their discretionary powers. 
"This nation is based on law, not power, so 
I hope the implementation will be the 
same," he said. 

One irony of the exercise was that the 
bill emerged stronger than the government 
had initially envisaged. The original ver- 
sion presented by Justice Minister Ismail 
Saleh dealt primarily with various admi- 
nistrative loose ends regarding immigra- 
tion, including better coordination in over- 
seeing foreigners entering the country and 
giving immigration officers limited powers 
of arrest. 

However, MPs who wanted those 
placed on a travel restriction blacklist in- 
formed of the sanctions placed on their 
personal movement were successful in get- 
ting the right enshrined in the bill. One 
consequence was that the previous ad hoc 
restrictions have now become subject to 
codification and greater legal force. In ad- 
dition, appeals against an exclusion or exit 
ban are allowed under the new provisions. 

There are no public records showing 
how many Indonesians are barred from 
leaving the country for whatever reason, 
though the figure of 17,000 has been re- 
ported in the local press. Among its more 
notable targets are members of the outspo- 
ken Petisi 50, who have been barred from 
leaving Indonesia since 1980. 

Another change under the bill concerns 
the administration of travel control. At 
present, the Immigration Department is 
merely an implementing body obeying in- 
structions given by any of six government 
departments, ranging from the Finance 
Ministry to the Intelligence Coordination 
Agency (Bakin). 
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Victory at sea 


Government relief as Timor peace mission ends 


By Adam Schwarz in Jakarta - 


he uneventful turning away of the 

“peace boat" Lusitania Expresso by 

Indonesian warships during the last 
leg of its voyage from Portugal to East 
Timor was greeted with relief by govern- 
ment officials and foreign diplomats in Ja- 
karta. The ship's passengers — some 150 
human-rights activists with accompanying 
journalists — had intended to lay wreaths 
in East Timor's Santa Cruz cemetery, 
where at least 50 Timorese were killed by 
Indonesian troops on 12 November 199]. 

International and domestic attention 
has now turned to the continuing trials of 
Timorese arrested for their alleged roles 
before and during the 12 November shoot- 
ing and in a subsequent demonstration in 
Jakarta. In East Timor itself, the intense se- 
curity measures imposed by the military in 
anticipation of the Lusitania Expresso's ar- 
rival have been relaxed. 

The Portuguese chartered ship 
was repelled by navy frigates at the 
edge of Indonesian waters early on 
the morning of 11 March, after leav- 
ing Darwin the day before. The In- 
donesian navy had said it was pre- 
pared to use force to keep the boat 
away from East Timor but, in the 
event, a verbal warning proved a 
sufficient deterrent. 

Although the Lusitania Ex- 
presso's organisers said the voyage 
was a private venture, Indonesia 
claimed the Portuguese Govern- 
ment was behind the ship's mission. 
Armed forces spokesman Brig.- 
Gen. Nurhadi Purwosaputro and 
the top military commander in Fast 
Timor, Brig.-Gen. Theo Syafei, said 
the voyage was a "deliberate provocation" 
on the part of Lisbon to stir up trouble in 
East Timor. 

Meanwhile, Indonesia's Foreign Minis- 
ter Ali Alatas reported to parliament on 11 
March on the results of his recently con- 
cluded nine-nation tour. Alatas had been 
instructed by President Suharto to counter 
"negative" overseas reports about Indone- 
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dismissed and others court-martialed. 

Indonesia also scored a victory of s 
at the UN Human Rights Commiss 
(UNHRC), which ended its annual ses: 
on 6 March. A resolution drafted by Po 
gal condemning Indonesia over its conc 
in East Timor was not submitted for a \ 
by the UNHRC. Instead, the East Timor « 
was referred to in a statement by 
UNHRC chairman, which carries less we 
in diplomatic terms. 

Trials of Timorese implicated in th« 
November killings began inauspiciou 
So far, 13 Timorese have been charged v 
criminal activities ranging from subver: 
to sowing hatred of the government. Ei 
will be tried in the East Timor capital 
for their role in the 12 November pro-ir 
pendence demonstration which dire 
preceded the massacre. 

Five others are on trial in Jakarta 
organising a 19 November march in Jak 





Timorese student on trial in Jakarta. 


to protest against the killings, a demon: 
tion the government has called "anti-Ir 
nesian." Four of the accused — two eac 
Dili and Jakarta — have been charged : 
subversion, which carries a maxir 
penalty of death. 

East Timor sources say the heighte 
military presence in Dili ahead of 


Lusitania Expresso's arrival in the i 
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ihosts, bureaucracy halt columbarium bid 





' Stacy Mosher in Hongkong 
hile the spirit world has always 
W influenced development projects 
in Hongkong's rural New Terri- 
‘ies, recent changes to government town 
inning policies have effectively codified 
pernatural concerns into the colony's 
reaucracy. A project intended to cater for 
? afterlife provided the focus for the lat- 
t tussle between terrestrial interests and 
tra-terrestrial forces. 

In the late 1980s, Treasure 
se Development Ltd unveiled 
ins for a grandiose compu- 
‘ised columbarium suitable 
* housing the ashes of the de- 
rted of all major religions. 
rvivors of the interred would 

informed of the dates at 
nich attention was required, 
d could phone in orders for 
erings to the deceased. 

In 1990 Treasure Base deter- 
ined through the relevant 
vernment department that 
ere was no legal objection to 
columbarium being built on 
id it had bought in the New Territories 
lage of Pat Heung. The attitude of local 
sidents, however, was another matter. 
ie. villagers claimed that spirits brought 
m beyond their tight-knit community 
uld create havoc with their fung shui — 
? balance of natural forces that in tradi- 
nal belief protects the well-being of an 
2a and its residents. 

In the past, such spiritual disequi- 
rium had been routinely handled by 
yment of a fee that covered a visit to the 
e by a fung shui master, the erection of 
appropriate structure to block the influ- 





ence of malign forces and a sum for distri- 
bution among villagers to settle their peace 
of mind by whatever means they deemed 
appropriate. The amount involved largely 
depended on the state of relations between 
villagers and developer. 

Even government departments budget 
specific sums for "clearance" fees. In 1990, 
for example, the government paid out 
more than HK$1 million (US$133,330) to a 
village whose protecting spirits were dis- 





rupted by a major sewerage project. 

In the case of the Pat Heung colum- 
barium, however, villagers obtained a new 
form of leverage through amendments to 
the Town Planning Ordinance, introduced 
in late 1990. The revised ordinance 
required additional town planning clear- 
ance, including hearing of objections from 
the public, and was applied retroactively 
to certain New Territories districts that 
had been ravaged by careless develop- 
ment. 

Unluckily for Treasure Base, the Pat 
Heung district falls into one of these pro- 


tected areas. Although the develope 
claimed it was effecting no change in lan 
use, as the site had been designated suit 
able for “graveyard and orchard waste" ii 
the original 1905 Block Crown Lease, m 
burial remains have been discovered in thi 
immediate area. 

Meanwhile, the developer was oblige 
to apply to the Town Planning Board fo 
zoning permission for the project, a ste] 
which gave villagers an opportunity to in 
form the government of their objections. 

Throughout much of last year, Hong 
kong residents watched the increasing 
commotion over the columbarium project 
Toothless grannies were posted at the 
development site to block construction 
Banner-waving villagers marched throug] 
the colony's Central business district. 4 
group of workers employed by the deve 
loper were arrested and de 
tained for 48 hours as suspectec 
triad gang members. More that 
100 enraged villagers stormec 
the district lands office and as 
saulted a government surveyor 

At the end of 1991 the Towr 
Planning Board rejected the 
project. No reasons were giver 
publicly, but one cited potentia 
problems with transport anc 
sewerage to deal with the thou 
sands of people expected to visi 
the columbarium. 

Treasure Base has alread) 
lost HK$6.5 million in interes 
payments and overheads on the 
stalled project. Company spokesman An 
thony Cheung said middlemen have in 
formed the company that placating the 
villagers would require a payment o 
HK$10 million. 

The company is appealing to the Legis 
lative Council, while Cheung feels Treasun 
Base's problems set an important pre 
cedent for development of the New Terri 
tories under the amended ordinances. 

While efforts are under way to disen 
tangle this confused and emotive issue 
new projects in the area have ground to é 
halt. For the present, the past has won. a 
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The Arakan exodus 


Rangoon precipitates new problem for Dhaka 


By S. Kamaluddin in Chittagong 


hat started as a trickle of Muslim 
W refugees from Burma's Arakan 

region into neighbouring Ban- 
gladesh about a year ago has turned into a 
flood and landed Dhaka with a massive 
problem. 

The tension along the heavily policed 
border and the burden of refugees, now 
totalling about 145,000, has forced Dhaka 
to approach the UN and friendly countries 
to bring pressure on Rangoon. 

The response from most Islamic coun- 
tries and some of Burma’s Southeast Asian 
neighbours has been favourable to Ban- 
gladesh, but authorities worry that it may 
not be enough to persuade the ruling gen- 
erals in Rangoon, who have been largely 


Arakan region for generations. 

Rangoon has also conveniently igno 
the facts of history. The first Muslims 
the Arakan coast were Arab, Moorish ë 
Persian traders who began arriving in 
8th century. The Muslim kingdom 
Arakan was established in the early 1 
century. 

The descendants of these Muslims 
the present-day Rohingyas. When Bur 
was part of British India, thousands of fa 
labourers from neighbouring East Ben; 
now Bangladesh, used to flock to Aral 
every year during the harvesting seas 
Many of them settled down in the reg 
and intermarried among the already 
tablished Muslim community. 

The last time Rohingya Muslims w 
pushed out of Arakan was in 1978 wl 


impervious to external pressure. 

Although the Burmese junta, 
known as the State Law and Order 
Restoration Council (SLORC), says it 
has no intention of precipitating an 
armed confrontation, officials in 
Dhaka are concerned that, with 
some 50,000 Burmese troops on the 
border, the situation could get out 
hand. 

Dhaka watched warily as Ran- 
goon’s junta started in late 1989 to 
| settle Burmese Buddhists in new 

towns in the predominantly Muslim 
areas of northern Arakan supported 
by an influx of troops. In many 
areas the new migrants began dis- 
placing Muslims — known as 
Rohingyas — from their lands and 
homes. As more and more Ro- 
hingyas, often pursued by troops, 
began fleeing across the border, 
Bangladesh took up the matter of- 
ficially with Burma. 
Foreign Minister Mustafizur 
| Rahman visited Rangoon in No- 
vember 1991 to settle the problem. But 
barely a month later, on 20-21 December, 
Burmese troops apparently in hot pursuit 
of fleeing Rohingyas attacked Bangladeshi 
border posts. 
In January the two countries held two 
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the Burmese Government launched C 
ration Naga Min (Dragon King) and : 
some 200,000 into refuge in Banglad: 
Even then Rangoon's excuse was tha 
was checking on illegal immigration. 1 
crisis was eventually settled after [ 
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ary that he still hoped for a "lasting and 
peaceful solution" of the problem. 

Rahman apparently believes that China, 
which has close ties with both Burma and 
Bangladesh, could help in mediating the 
problem. Dhaka is known to have ap- 
proached Peking last year, but the Chinese 
considered it a purely bilateral matter 
about which Rangoon was very sensitive. 
In the Chinese view, any third-party par- 
ticipation might be misconstrued by Burma 
as unwarranted interference. Therefore, 
Peking is known to have advised Dhaka to 
settle the issue bilaterally. 

Peking's obvious indifference to the 
Bangladeshi plight surprised many in the 
government. While official sources hesitate 
to speculate on Peking's motivations, in- 
dependent analysts point out that despite 
widespread international criticism of the 
Burmese junta, China has stayed silent. 

Analysts add that Peking is Rangoon's 
major arms supplier and has a thriving 
trade across its land border with Burma. 
On the other hand, Peking has little to gain 
materially by interceding on behalf of 
Bangladesh. 

A senior Dhaka official told the REVIEW 
that Burmese troop concentrations on the 
border and the 145,000 Rohingya refugees 
"clearly constituted a threat to peace and 
security." But Dhaka's wishful reliance on 
China obviously delayed its efforts to 
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internationalise the issue until quite re- 
cently. 

However, officials realise that the 
Rohingya refugee issue is but a symptom 
of major internal problems faced by the 
SLORC. Largely isolated from the main- 
stream of world nations, the Burmese junta 
has to contend with an opposition demo- 
cratic movement as well as a host of in- 
surgent movements whose motivations 
span ethnic, religious, ideological and 
separatist causes. 

The Arakan region, or Rakhine state as 
Rangoon calls it, is no exception. In 
Arakan, with its estimated population of 
more than 2.5 million, Muslim rebels come 
in various shades of militancy — demo- 
cratic and religious. 

The two main groups are the moderate 
Arakan Rohingya Islamic Front and the 
more militant Rohingya Solidarity Organ- 
isation (RSO). The smaller groups include 
the Rohingya Patriotic Front, Rohingya 
Liberation Army, Arakan People's Free- 
dom Party and Harkate Jihadul Islam. 
The armed strength and the popular fol- 
lowing of these groups are hard to deter- 
mine. 

Mohamad Yunus, a 46-year-old physi- 
cian who heads the RSO, claims his group 
has armed militants in several jungle 
hideouts in Arakan. In the past four dec- 
ades, at least several hundred thousand 
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Rohingyas — Yunus claims the figure 
ceeds 1 million — have migrated to 
Middle East, whose regimes send finan 
support to the RSO. 

Another Arakanese opposition gro 
the National United Front of Aral 
(NUFA), is a component of the Natio 
League for Democracy led by Aung ! 
Suu Kyi which won the elections in 1 
but was prevented by the SLORC from t 
ing power. About 1,000 Rakhine refug 
— an ethnic group of Buddhist Arakan 
who have supported the NUFA — 
among the 145,000 now languishing 
Bangladeshi refugee camps. 

One NUFA member, a Rangoon Uni 
sity graduate and high school teacher v 
escaped into Bangladesh to avoid be 
arrested and tortured, said that the SLOF 
renewed Arakan campaign is designec 
divert attention from Burma's dome 
democracy movement and to perpetu 
military rule. 

Two other Muslim groups — the 
Burma Muslim Union and the Mus 
Liberation Organisation of Burma (ML 
— are also active in various parts of 
country, including Arakan. These two 
ganisations are also known to be memt 
of the Democratic Alliance of Burma, 
umbrella organisation of opposition par 
which fought the 1990 elections. The M 
is led Kyaw La, a charismatic leader wh 
Muslim name is Mustafa Kamal. 

Kyaw La was involved in an abor 
coup attempt in 1978 with two other 
portant ethnic Burmese leaders, Aung £ 
Tha and Htin Lin. The trio were arres 
by the Burmese authorities but Kyaw 
managed to escape. 

While the Rohingya and Rakhine r: 
gees are mere pawns in the struggle 
tween militant rebels and the Burm 
army, many of the refugees obviot 
sympathise with the rebel cause and co 
form a fertile ground for future rebel 
cruits — a matter of concern for Dhal 
security forces. 

Bangladeshi troops are alreé 
overstretched in the nearby district 
Chittagong Hill Tracts where they 
faced with another rebel insurgency. 

If the border with Burma were to 
come a major security concern, Dh 
would find it extremely difficult, in te 
of military and financial resources, to c 
with the situation. This explains the sc 
diplomatic line taken by Dhaka on 
matter. 

Meanwhile, the immediate problen 
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URMA-BANGLADESH 2 


Anxious neighbours 


«sean members break silence on refugee issue 


/ Michael Vatikiotis in Kuala Lumpur 
id Paul Handley in Bangkok 


D he plight of Burma's Rohingya 


Muslims has caused a wave of 

concern within Asean, where there 
now an emerging consensus that the 
fugee problem is becoming a threat to 
gional security. Observers say this has 
creased the likelihood that Burma will 
come the focus of attention at the UN, 
here Bangladesh is trying to have the 
sue taken up by the Security Council. 

Within Asean, Malaysia has played the 
iding role in what observers say amounts 
a radical change in the region's approach 
Burma. On 10 March, the Malaysian for- 
gn ministry summoned the Burmese 
abassador to protest over the treatment 

the Rohingyas in Arakan state. In a 
ove endorsed at the 
ghest level in Malaysia, 
reign Minister Datuk 
»dullah Badawi said: 
Ve believe the time has 
me for a firm stand to be 
«en as there seems to be 
' slackening of attacks on 
e Muslims by the [Bur- 
ese] military." 

Malaysia's protest was 
ückly followed by a 
itement from Singapore 
pressing concern at the 
flux of Rohingya refugees 
to Bangladesh. Later the 
me week, Indonesian 
reign Minister Ali Alatas 
;0 expressed concern and 
ipealed to the Burmese Government to 
Ive the problem. 

Thailand, which has staunchly resisted 
forts to pressure Asean into acting 
ainst the regime in Rangoon, also hinted 

concern. Thai Foreign Minister Arsa 
rasin was quoted as saying that Asean 

a whole was unhappy with Rangoon 
er the situation in Arakan. Arsa pointed 
t that Thailand also faced a problem of 
‘ugees from Burma. According to official 
unt, there are at least 100,000 Burmese 
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Badawi: firm stand. 


Manila has kept silent on the issue, 
which may reflect deliberate caution be- 
cause the Philippines holds the chairman- 
ship of Asean this year. But last month 
President Corazon Aquino sent a letter ex- 
pressing her government's concern to the 
ruling State Law and Order Restoration 
Council (SLORC) in Rangoon. 

Western diplomats in the region regard 
this sequence of statements as highly 
significant. Until now Asean has resisted 
numerous attempts by the US and the EC 
to force it to adopt a stand on human-rights 
abuses by the Rangoon regime. Asean, 
contending that any such stand would 
amount to interference in the internal 
affairs of a neighbouring country, offered 


instead a policy of "constructive engage- 


ment" to bring about change in Burma. 
But with Burmese military action along 

the Thai and Bangladesh 

borders fuelling an exodus 


tion may be wearing thin. 
Thai officials are believed 
to be frustrated because 
"constructive engagement" 
has been slow in producing 
results. In Jakarta, Alatas 
told a parliamentary hear- 
ing that while the problems 
inside Burma are essen- 
tially an internal affair, re- 
cent developments suggest 
an international dimension 
which could affect the sta- 
bility of Southeast Asia. 

"Our concern is that an 
even greater flow of refu- 
gees out of Burma is creating economic and 
humanitarian problems. We are stepping 
up our expression of concern because the 
situation is worsening," said a senior for- 
eign ministry official in Jakarta. 

The question is: does this stepped-up 
concern amount to a change of Asean 
policy? Officially, this is not the case. Asean 
as a group has not changed its stance. At a 
meeting of Asean senior foreign ministry 
officials in Bangkok in early March, Burma 
was not a topic for discussion, sources say. 
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ssue, he said, adding that Asean retains its 
views on the non-interference in domestic 
iffairs. 

In Malaysia, senior government officials 
leny they were pressured into protesting 
© Rangoon because they feared the issue 
would be manipulated by local Muslim 
»pposition groups. In fact, Malaysia has 
;»een quietly active on this issue for some 
ime, diplomats in Kuala Lumpur say. 
Malaysia mediated between Burma and 
sweden over a resolution tabled by 
yweden on Burma at the UN last year. At 
he Asean summit in Singapore in January, 
Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad made a veiled re- 
erence to Burma in saying that Asean 
should not “support oppressive regimes 
which are not concerned with the well- 


being of their own nationals.” 

Behind Malaysia’s concern lies a gen- 
eral fear about destabilisation in the region. 
Conflicts on the borders of Thailand and 
Bangladesh could arguably make Malaysia 
an attractive destination for refugees, ana- 
lysts say. 

Some Asean officials are aware that this 
changing approach towards Burma could 
result in increased pressure to abandon the 
policy of constructive engagement alto- 
gether, but it could also drive Burma into 
further isolation. Equally, the hope is that 
Asean's expression of concern in these 
strictly defined terms will persuade Burma 
to take account of the concerns of its neigh- 
bours in Southeast Asia. 

Failing this, some Asean officials see the 
ball falling into the UN's court. Malaysia 
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The dispossessed 


By S. Kamaluddin in Cox's Bazar — 


The tales of the Rohingyas forced to 
abandon their homes in Arakan state 
have many common themes: repression 
by the Burmese army, forced labour in 
road-building projects and army camps, 
maltreatment by army-backed ethnic 
Burmese, seizure of land and killing of 
those suspected to have links with Ro- 
hingya rebel groups. | 

Rohingya Muslims, who form the 
majority in the Arakan region and trace 
their origins to Arab, Persian and Moor- 
ish settlers since the 8th century, have 
faced persecution by the Burmese regime 
since the late 1940s after Burma gained 
independence from Britain. 

The first thing the new regime did 
was to deny citizenship to most of the 
Muslims, which in turn led to denial of 
property rights and educational oppor- 
tunities. 

As Muslim resentment built up, se- 
veral hundred thousand Rohingyas be- 
gan leaving the Arakan region to migrate 
— initially to India and Pakistan, but 
eventually most of them made their way 
to the Muslim kingdoms of the Middle 
East. Oppression intensified after Gen. 
Ne Win took power in Rangoon in the 





early 1960s, leading to the formation of 


rebel movements. In 1978, the Burmese 


Rohingya refugess: stepped-up campaign. 


the refugee outflow have not changed, 
but their numbers have now swollen to 
an estimated 145,000, most of the refu- 
gees flocking on to Bangladeshi camps 
along the border. 

Abdul Motalib, 52, who owned about 
1.5 ha of land in Kheyaripara village near 
Maungdaw, is one of those forced to flee 
with his nine-member family. Once be- 
fore, at the height of Rangoon's Opera- 
tion Naga Min in 1978, Motalib had held 
on, hoping for better times. 

This time around, he did not wait. On 
22 February, Burmese troops came look- 
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has already instructed its permanent r 
resentative at the UN to press for 
Rohingya issue to be raised. 

One scenario is that Asean could p 
suade the UN to address the issue a 
refugee problem and steer it away fr 
any resolution mentioning political refo 
and political change in Burma. "As 
would recoil from this," said an As 
diplomat in Kuala Lumpur. 

Once the problem is internationalis 
this does not rule out Asean becoming 
volved in mediation efforts comparable 
its involvement in Cambodia a decade a 
"The next step would be if the si« 
showed signs of a constructive attitu 
then we would be quite willing to 
something," a foreign ministry official 
Jakarta said. 


shelter in Disuapalong Camp No. 1 near 
Cox's Bazar, surviving on the meagre 
rations distributed by the camp authori- 
ties. 

Motalib says he saw four bodies — of 
Rohingyas allegedly hacked to death by 
Burmese — on his way towards Cox's 
Bazar. Matalib says that even if he were 
to go back to his village when the situa- 
tion cools down, he is unlikely to get his 
land back as many other Muslims he 
knows have lost their land and other 
property. Another refugee claims he saw 
27 bodies — including that of children 
— near Khawarbit village outside 
Maungdaw who had been killed by Bur- 
This refugee, Moulvi Nur Moham- 
mad, says he was by the troops 
because he had been a teacher of a reli- 
gious school and doubled as the imam 
of the mope in Kawachibong village 
near Ma 

Mohamadi was able to bring out the 
eight members of his with him. 
But others, like trader Yakub Ali of 
Buchiding district, were not so lucky. He 
had to abandon his parents, seven 
younger brothers and a sister. Like his 
elder brother, who reached Bangladesh 
two days ahead of him, Ali had been 
earmarked for forced labour. The Ali 
brothers also fear that their parents and 
sister would be tortured by the Burmese 
troops. Several women who did 
not want to be identified told the REVIEW 
of instances of women and young girl: 
being raped by soldiers. 

Disuapalong Camp. No. 1 was} meant 
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peripherals. At the same time, it can 
reduce the cost of processing as much 
as 100 times compared to conventional 
architectures. 

We also designed the System 
3000 to fit into existing competitive 
networks and to leverage your current 
computing environment and invest- 
ment, allowing for integration of mul- 
tiple systems into a single, enterprise- 
wide solution. 
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Traveller s Tales 


have never found India exotic, The 

fake swamis, the fossilised rituals, the 

moustachioed colonels, the wandering 

mendicants or the faded relics of the 
ritish Raj which foreigners find so en- 
earing do not move me. Worse, I suspect 
rat those foreigners who claim that they 
nd such aspects of India charming do so 
a the spirit of condescension. 

Just like a European returning from dy- 
amic East Asia would not like to find the 
*izens of Europe still wearing Elizabethan 
»stumes, living with the 
ictorian technology or, god 
erbid, following the public 
ygiene practised in Ver- 
ailles, which seems to have 
© toilets, as an overseas 
adian | too do not like to 
re the "eternal" India on 
rade in the late 20th cen- 


Ty. 

Despite its usually mal- 
'nctioning infrastructure, it 

generally a pleasure to 
sit India because of the en- 
loping hospitality, even if 
gets a touch oppressive at 

nes. There are some types 

Indians, however, whom 
Ihave never cared for. They are those a 

end has colourfully labelled the “alibi 
mgs,” and there are, to borrow a phrase 
sined by former New York mayor Ed 
xh, “poverty pimps.” 

The poverty pimps are those who make 
weir living by being brokers between the 
milt, vanity and ignorance of those who 

'e more affluent lives elsewhere in the 
orld and the poor in India. The pimps 
im be secular or of the religious variety, 
sd have a vested interest in continuing 
»e poverty of India since their own com- 
stable lives depend on it. The poor have 
st enough of their dignity to line up for 
> handouts the pimps have collected. 
The primary target of ire should not be 
e do-gooders from abroad. Instead it 
ould be those Indian bureaucrats who 
wed to go around saying the more affluent 
Btions had a “responsibility” to India and 
at if they did not ante up then social 
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Jayalalitha. 





more gold medals in the Olympics than 
India or why Singapore's exports are three 
times greater than India's. 

In recent months, the regime of poverty 
pimps and alibi kings appears to be col- 
lapsing as India moves rapidly with a 
series of reforms. The brash, vulgar and 
prosperous India that eventually emerges 
out of it all may not be to the liking of 
many self-proclaimed Indophiles. But a 
true Indophile must surely be someone 
who wishes India to be at least as prosper- 
ous as he or she is. 

The one thing 1 am sure 
of, however, is that India — 
which John Kenneth Gal- 
braith called the "largest 
functioning anarchy in the 
world" — will not disinte- 
grate. This does not mean 
that the current government 
of India will not disinte- 
grate, though it has outlived 
such "strong" regimes as 
that of Iran or East Ger- 
many. 

However, the political 
evolution of Tamil Nadu 
state which I witnessed 
during a recent visit makes 
me wonder whether the Indian moralists 
who keep wringing their hands about the 
prevalence of "casteism" or the foreign ob- 
servers forever predicting the imminent 
disintegration of India may not be too far 
wrong. 

The chief minister of Tamil Nadu is 
Jayalalitha, a former movie star and a 
slightly older version of the “wheat-com- 
plexioned, convent-educated Brahmin girl" 
that is much touted in the "matrimonial" 
advertisements of south Indian newspa- 
pers. What is surprising is that she presides 
over the latest and largest incarnation of 
the “Dravidian” movement, founded in the 
1930s by Tamil intellectuals with the aim 
of getting rid of the supposed domination 
of Tamil culture by the Brahmin caste and 
the "Aryans" from the north. 

With the current headlines about seces- 
sionist movements coming exclusively 
from the north, it is easy to forget that it 


173€ the Tamile wha firct vaicod tha idoa of 


VOOL Y1ONCUYNHY Sd GOY 


everyone was in support of the Tamil T 
gers and were blaming the Indian arm 
staffed mostly by northerners, for killir 
fellow Tamils across the Palk Straits in S 
Lanka. The news that Tamil Tigers mig] 
have been instrumental in the assassin, 
tion of Rajiv Gandhi, for whom there seen 
to be more sympathy in Tamil Nadu tha 
in the north, put an end to that. 

Jayalalitha was not the first usurper : 
Tamil nationalism. Her predecessor, M. ¢ 
Ramachandran, was not even a Tamil - 
but a Malayalee from neighbouring Kera 
state and was also suitably fair-skinned. 
fact, so was the founder of the movemer 
E. V. Ramasamy, despite the claims of tl 
movement to champion the dark-skinne 
Dravidians against the fair-skinned Ar 
ans. MGR, as he was commonly know 
was the most popular movie star for tw 
decades and was close to Jayalalitha bo: 
on and off screen. 

Eager to cast herself in the role of 
heroine under threat, Jayalalitha has take 
to wearing a bullet-proof cape over hi 
sari. She now looks like a middle-aged, n 
tund Indian Superwoman. And like ar 
fashionable Brahmin lady, she has 
wardrobe of capes in many colours. Th 
may well be the wave of the future ar 
final proof that India has indeed arrived 
the industrial age of fibreglass dresses. 
so, what are the Indophiles and trav 
writers, ever seeking "eternal India," goit 
to do? 
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ARTS & SOCIETY 


ASIAN AMERICANS 


Hit by a backlash 


A grumpy mainstream America worries about immigration 


By Susumu Awanohara in Washington 





hen even the popular anchor 
Peter Jennings tackled the is- 
sue of immigrants on the ABC 
evening news, many Asian 
Americans took notice. In resonant, au- 
thoritative tones, Jennings began: "The 
governor of California Pete Wilson . . . last 
night warned that something must be done 
about the state's budget deficit of about 
US$6 billion. The governor wants to cut 
some US$12.5 billion paid by the state in 
welfare benefits every year. The cost is so 
high partly because so many immigrants 
are arriving in California." 

Then the report switched to California: 
"Van Song immigrated to California from 
Laos 10 years ago. She and her six children 
now live in Stockton in a one bedroom 
apartment and collect nearly US$1,400 a 
month in welfare payments and food 
stamps." 

With pictures of Van filling the screen, 
the reporter's voice continued. "At the 
English class Van attends, every one of the 
students is a welfare recipient . . . When 
you add the hundreds of thousands of ille- 
gal immigrants in California, the system is 
strained to the breaking point." 

After a decade and a half of frantic ex- 
pansion, the Asian American population is 
feeling the first serious backlash from a 
grumpy mainstream America, which is 
worried about the economic consequences 
of accepting so many non-European immi- 
grants (mainly from Asia and Latin Ame- 





Learning from the pros 


Just one set of statistics illustrates why Asian American activists ing 
look up to — almost envy — Jewish Americans. With only 6 
million Jewish Americans, there are 41 Jewish Americans in the 
US Congress. More significantly, very few of the 33 congress- 
men, and not one of the eight senators, come from communities 
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This is the last of an eight-part 
series on Asian Americans. 


rica). There are also grumbles about the rise 
of "multi-culturalism" among minorities, 
which critics contend is nurturing volun- 
tary segregation of various ethnic groups. 

To be sure, Asian Americans by and 
large are not the destitute and unskilled 
immigrants that vocal anti-immigration 
forces warn about; in fact, some Asian 
American groups feel they are being dis- 
criminated against in admissions to some 
colleges because of their superior academic 
performance. Nor are Asian Americans the 
most militant advocates of multi-cultural- 
ism and separatism. 

Yet, as a just-published study by the US 
Civil Rights Commission underlines, Asian 
Americans have grounds to fear that the 
backlash will take the form of increased 
hostility, and possibly hate crimes, against 
minorities and among minorities. The in- 
creasingly virulent mud-slinging between 
Americans and Japanese across the Pacific 
is also contributing to what are called "bias 
incidents" of harassment and violence, and 
not just against Japanese Americans but 
other Asian Americans. For instance, there 
has been speculation that Olympic figure- 
skating star Kristi Yamaguchi has not been 
deluged by Madison Avenue admen 
seeking endorsements because she is Ja- 
panese American. 

Being a "model minority" can become a 


con 


activities. 


real liability, too, with Asian Ameri 
taking the heat from the White majori: 
well as non-model minorities. The cont 
ing standoff between Korean Amer 
shopkeepers and Black residents in n 
US inner cities is a case in point. 

Asian Americans seem determine 
bolster their political clout to protect 
enhance their own interests, following 
lead of Jewish Americans who have | 
fantastically successful in this regard 
the same time, Asian American lea 
express a desire to move beyond a s 
that they are victims so that they can 
tribute actively to the shaping of 
American mainstream. 

Mainstream America's "immigra 
fatigue" is evident in California, now h 
to 40% of the total 7.3 million Asian A 
ricans. It is caused most immediately 
real fiscal crisis, resulting from the coi 
nation of a sharp drop in state tax reve 
and ever rising spending on welfare 
education programmes. 

Suddenly, anti-immigration lobl 
such as the Federation for American In 
gration Reform (FAIR), are active on 
tional and local forums with their e 
sionary messages, couched in econc 
reasoning. “Immigration is a political 
bomb in the US," a FAIR leader sai: 
Washington recently. "[The] US is still 
mitting the overwhelming majority of 
migrants and refugees, without regar 
the needs and the state of the US lal 
market, the US economy or the well-b 
of the American worker." 


Washington, four of them Japanese-American. Three 
ssmen and two senators, and all are from Hawaii 
California, with the highest concentrations of their ethnic gri 


Beyond legislators they can count on, Jewish Americans | 
also acquired huge political muscle vis-à-vis non-Jewish An 
can members of Congress as well, through aggressive lobb 


Asian Americans also admire the Jewish Americans' pric 





Immigrants still have their defenders, 
'articularly in a state like California. "Our 
egal immigrants represent one of the most 
'oductive segments of California's eco- 
'omy," said one state senator, "Iwho] put 
n much more than they take out." 

But immigration fear is based not just 
m economic but also on social concerns. 
some Americans fear that continued mas- 
ive immigration of non-Europeans will 
eed the rise of multi-culturalism and lead 
o the loss of the vaguely defined "Ameri- 
an identity." Republican presidential can- 
lidate Patrick Buchanan, who is making 
uch concerns a main plank of his platform, 
ut it this way: "[One] reason we are beset 
vith conflict is that since 1965 a flood tide 
f immigration has rolled in from the Third 
Vorld, legal and illegal, as our institutions 
f assimilation — public schools, popular 
ulture, churches — disintegrated." 

Indeed, multi-culturalism has changed 
American universities. It is not unusual 
oday to see Asian Americans, Hispanic 
Americans, African Americans and so on 
iving in segregated quarters on campuses 
cross the nation. Foreign students, gays 
nd lesbians, too, often live in separate 
worlds. In many universities, African 
&mericans insist that only Blacks can teach 
slack history. Asians have been less “dif- 
cult perhaps because they lack the de- 
Yographic and political clout, but they too 
ave spoken up for their identity, protest- 
1g, for example, against the casting of 
‘aucasian actors in the roles of Asians (or 
urasians). 

Buchanan's campaign seems to capture 
md play on fears of what immigrants are 
wing to America. On the campaign trail, 
suchanan is often heard quoting Lawrence 
auster of the American Foundation to 
‘ontrol Immigration, who asks whether 
e US has a moral right to preserve its 
lentity. “If our answer is yes,” Buchanan 

lys, "then we have the right to open up 
us issue and re-evaluate our immigration 
ws without fear of the crippling charge 
* racism. If our answer is no, then we shall 
amply continue our present path to na- 
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ys. 
ids it this. lesson of the Holocaust — as well as Jew- 
1s’ interest in influencing US policv towards the 








Madison Avenue, where are you? 


tional suicide.” 

This view is not limited to the campaign 
stump. A researcher at the think-tank RAND 
warns about the emergence of new ethnic 
enclaves in areas like Southern California 
which “will spell the end of the melting 
pot that is unique in the world, and one 
perhaps already ceasing to be stirred.” 

Facing the backlash, Asian Americans 
are redoubling their uphill struggle to be- 
come players in mainstream politics. And 
at a recent Asia Society symposium on 
Asian Americans in Los Angeles, it became 
obvious that Asian American leaders in- 
creasingly want to participate in America’s 
evolution at the centre, rather than just 
being accepted at its margin as “hyphen- 
ated Americans.” Some seek fusion with 
the mainstream collectively as Asians 
while others want to be taken as indi- 
viduals. 

Historian Sucheng Chan said that Asian 
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with other minority 


of national interest rather than pent interest. - 
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Americans have won their simnart 


Americans have a responsibility to help i 
shape American society "into one that tru 
lives up to its ideals of equality and ji 
tice,” adding that "Asian Culture" h 
something to offer America. Alongside 
tradition of "sexism, class prejudice ai 
thinking that the physically handicapp 
are morally flawed," (Chan is hersi 
handicapped), she said that "Asian c 
ture" includes a sense of frugality th 
leads to environmental consciousne: 
more consideration for others' feelings, ai 
a sense of balance between group welfa 
and individual welfare. 

Sociologist Tu Weiming had his ov 
diagnoses and prescriptions for the L 
While extolling the strengths of Americi 
civil society, political process, due proce 
of law and its freedoms, Tu added: "V 
also see there is sickness in the Americ 
soul and poverty of the American spiri 
He listed “economism, egoism, legalis 
anti-intellectualism, triumphantism a1 
exclusivism" as ailments and shortcor 
ings. Tu suggested that Asia's "less indi 
dualistic, less self-interested, less advers 
rial, less legalistic” approach to organisi 
society may have some application in t 
US. 

Two successful Asian American a 
thors, Amy Tan and Bharati Mukherj 
took a decidedly more individualistic a 
proach to merging with mainstrea 
America. Mukherjee was impatient wi 
mainstream society's tendency to "margi 
alise [Asian American writers] and to ci 
ate spokespersons for ghettos." Likewi: 
Tan complained that she was often treat 
by literary critics as a Chinese American 
not American — writer and pleade 
"Look at our art, not simply lits] politic 
cultural and sociological contexts." 

The two authors also expressed unea: 
ness at pressures coming from vario 
Asian American groups to use their art f 
the betterment of these groups. Mukherj 
said "ghettoisation" was a temptation 
be surmounted, declaring: "I am an Am 
rican writer in the American mainstrea 
trying to extend it." 
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falls into two main themes: nurture a common ground c » isst es 


and define your concerns. as iss 168 
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Viebels among the ruins 


Surma — Insurgency and the Politics of 
‘thnicity by Martin Smith. Zed Press, 
ondon. £9.95 (US$72.60). 


Burma's civil war remains not only one 
wf the longest in modern history but also 
»ne of the world's most under-reported. It 

5 not that this decades-long conflict lacks 
Bosna intensity or regional importance, 
ut the areas in which the insurgent groups 
sre active have been beyond the reach of 
most newsmen and other observers and, 
hence, first-hand source material has been 
extremely hard to come by. This is the 
‘eason why most Western scholars who 
nave attempted to cover 
"arious aspects of the 
‘onflict so far have de- 
vended heavily on often 
inreliable Thai and Bur- 
nese newspaper reports, 
as well as slanted official 
statements from the mili- 
wary authorities in Ran- 
zoon. In the process, nu- 
merous mistakes and 
nisinterpretations have 
»een recycled. 

British journalist Mar- 
in Smith is a rare excep- 
‘ion. He spent more than 
1 decade researching the 
subject and, though based 
in London, he repeatedly visited the war 
zones of Burma's eastern and western bor- 
ler areas to gather first-hand material. US 
Burma scholar Josef Silverstein writes in a 
orief introduction that the study is "out- 
standing . . . Smith has woven a seamless 
narrative which interrelates the modern 
history of the [Burmese] heartland with the 
hills and finally makes sense of the com- 
plex history of the country." 

This is no exaggeration. Smith has talk- 
ed to numerous people about their experi- 
ences and corresponded with others deep 
inside the country. The book contains a 
wealth of information about virtually every 
insurgency in Burma from independence 
from Britain in 1948 to the present: the 
communist rebellion and army mutinies as 
well as uprisings among the country's 
many ethnic minorities, ranging from ma- 
or groups such as the Karens and n 

' s ma ilmensi eon ier 





plethora of rebel armies in the country's 
periphery — and also how this conflict re- 
lates to the upheaval that shook Rangoon 
and other urban areas in the country in 
1988-89, 

In fact the book is so rich in detail that 
the overall picture sometimes gets lost. The 
reader learns who was who and who was 
killed, when and where, and who suc- 
ceeded whom in, for instance, the tradi- 
tionally badly splintered Shan rebel move- 
ment. But little is said about the reason for 
all these splits and killings. A Shan would 
probably argue that his people, unlike the 
Karens and the Kachins, have been unable 
to build up a strong rebel 
movement because of two 
phenomena specific to 
their area: widespread 
opium production and the 
crime syndicates which 
buy the drugs. 

Naturally, these gangs, 
which are dominated by 
ethnic Chinese outsiders, 
would see the emergence 
of a genuine, united and 
adequately armed Shan 
rebel movement as a 
threat to their hold on the 
drug business in the 
Golden Triangle, of which 


Burma's Shan state forms the most imy 
tant part. This is particularly evident toc 
Chang Chifu (alias Khun Sa) has mana; 
to cow into submission the Shans in 
south, while his rival Lo Hsing-han 
neutralised the Shans in the north. B 

gangs maintain cordial relations with 
military authorities in Rangoon and, c 
sequently, there is no longer any in: 
gency among the Shans, one of Burn 
largest ethnic groups. 

Similarly, factors other than straig 
forward, anti-government feelings h 
affected centre-state relations in Araka: 
the west. Arakan has Buddhist and M 
lim populations, but there is no love 
between these communities. For that 1 
son, many Arakanese Buddhists, thoi 
not as ethnically conscious as other min 
ties in Burma, seem to prefer a strong ar 
presence in their state to a regional up 
ing that could destabilise Arakan and | 
to an influx of Muslims from neighlx 
ing, overpopulated Bangladesh. 

But the occasional lack of anal: 
here is only a minor complaint. Inter 
tionally, the most important outcome 
recent events in Burma is the collapse 
the glossy guide-book image of t 
country, which many Western Bur 
scholars for years helped perpetu 
through sheer ignorance. Smith's bool 
an important contribution to a new, m 
serious approach to Burma's inter 
problems which may help bring t 
tragic country out of its isolation and 
scurity and into the modern world. 

m Bertil Lint 





Smile mission 


Twice Around the World: Some Memoirs of 
Diplomatic Life in North Vietnam and Outer 
Mongolia by John Colvin. Leo Cooper, 
London. LIS$26. 


One Friday morning in 1966 in Hanoi, 
passersby in front of the British Consulate 
were incredulous when they saw a Euro- 
pean man being helped into a ramshackle 
Ford by his blind gardener and his incom- 
petent general factotum and butler. 

The man, quite drunken, was John 
Colvin, the incumbent of the post of British 
consul-general "for North Vietnam and 
those parts of central Vietnam lying, north 
of the line of the Song Ben Hai river be- 


hanan ite mouth and the villace of Rohs 


voted to the needs of the Vietnamese Ar 
and to those civilians recently wounded 
“American imperialist” air attacks, 
dentist would have to operate with 
them. So Colvin took a bottle of whi: 
from the reserves and drank three quart 
of it. 

Life in Hanoi for Colvin was dang 
ously unusual in every respect. Cul 
diplomats joined the local populace 
throw stones at captured US pilots drag; 
in tumbrils through the streets. The peo) 
however obedient or brutalised, lool 
and sounded fairly cheerful, certainly 1 
ther rebellious nor at their last gasp. 

Watching President Ho being bored 
a visiting, boastful Soviet cosmone 
Colvin smiled at him and Ho smiled bc 
"Who is that man laughing at me?” asl 
the Russian. “He is not laughing at yo 
said Ho "That is the British consil-cene 
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CITATIONJET CITATION II CITATION V 


Never HaveThere Been 
So Many Reasons To Choose A Citation. 


The sensible Citation business jets. six separate models from which to choose. Citation VII. Takes the midsize jet to a new 
From Cessna. p — tain err 
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making them the best-selling business jets of and advanced turbofan engines. world. Yet unlike other high-speed aircraft, 
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ad European diplomats present. 

In 1967 Colvin returned to London. 
sour years later he went to Ulan Bator as 
imbassador to the Mongolian People's Re- 
"ublic. There was no war in Mongolia but 
»e foreign minister entertained him to a 
inch which warned him of years of over- 
^dulgence to come, living on mutton and 
wain vodka, mutton soup, cold mutton, 
Jet dumplings stuffed with mutton, onion 
ind mutton gravy accompanied by three 
Ibligatory glasses of vodka — so pure that 

was completely hangover-free — before 
roceeding to non-mandatory or voluntary 
Ibations. 

For a newly married man with a wife 
ind child living in extraordinary weather 
- 300 days of blue sky a year, tempera- 
ares between -50°C and 30°C — it was a 
onstant humming of lamas chanting, 
ongs booming, bells and horns blasting, 
sicnics and trout fishing and serious travel 
neeting people and being seen. 

"We were the only British in living 
aemory and, in nearly all, the only British 
iplomats. These visitations excited well- 
mannered curiosity but no goggling. We 


tried to act similarly and also, within dig- 
nified limits, to abandon our reserve to our 
hosts’ often strenuous requirements. It 
seemed to us that this response, in contrast 
to the hectoring and domineering behav- 
iour of Soviet guests, offered an image to 
which the Mongols were reasonably at- 
tracted.” 

The most distressing feature of travel in 
Mongolia was the nomad requirement to 
eat a full and displeasing meal, not only 
between destinations but also before de- 
parture from one centre and upon arrival 
at the next. As the centres might be as close 
as two hours apart and at each repast a 
great deal of vodka had to be drunk, strain 
was imposed. Glorious Mongol days were 
clouded by thoughts of lunch, lies about 
one’s liver and vegetarian habits. 

Colvin revelled in it. Indeed, one fare- 
well speech he made caused two Mongols 
to weep: after all, he and the pair had each 
eaten breakfast and three luncheons be- 
tween dawn and noon with very large 
quantities of liquor. 

He was living more dangerously than 
he did in Hanoi. m Donald Wise 





Chamber tryst 


"he Moon and the Zither: The Story of the 
Vestern Wing by Wang Shifu. Edited and 
ranslated by Stephen H. West and Wilt 

„ Idema. University of California Press, 
berkeley. US$34.95. 


The Chinese have been passionate thea- 
re-goers for centuries, and since its begin- 
lings in the bustling cities of the Song dy- 
iasty (11th to 12th centuries), the Chinese 
nusic-theatre has gone through many 
ransformations. As anyone knows who 
ias watched one of the many varieties still 
live today, it is above all an expressive 
ind impressive art of spectacle and per- 
ormance. 

Although music, together with move- 
nent and mime, costume and make-up, 
iave always constituted the heart of Chi- 
iese theatre, the stage has also produced a 
iumber of literary masterpieces, including 
| corpus of 167 plays that survive from the 
Mongol dynasty (13th century). These are 
ssentially libretti that owe their survival 
o the quality of their lyrics. 

Chinese lyric verse — written to be 
ung to fixed metrical patterns and tunes 
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translator of Chinese verse this century, 
steered clear of the lyric. 

Of all Chinese dramatic texts, the 13th- 
century five-play cycle The Western Cham- 
ber is widely acknowledged to be the 
masterpiece. It is one of those plays that 
everyone has to know about (because it is 
referred to so often), and whose very 
name conjures up a world of amorous 
intrigue, sexual passion, poetry and ro- 
mance, a world severely frowned upon (in 
theory) by generations of Confucian puri- 
tans. In Chinese novels, it is the book which 
lovers secretly read (and 
guiltily hide). "They were 
reading The Western 
Chamber together" means 
"they were, or were about 
to become, lovers." The 
play has very little plot: 
boy meets girl while both 
are staying in a monas- 
tery. Its power lies almost 
entirely in its magical po- 
etry, its highly sensual 
and evocative atmosphere 
— to use the words of 
David Hawkes, "the 
scenes in which one 
seems almost to brush the 


glistening dew and to 
see Meo leached oer x 





several times. This new version, publish 
with a richly illustrated and informat 
appendix by Yao Dajun, is by two of | 
world's leading authorities on medie 
Chinese drama, and brings to the task 
defatigable scholarship and a laudable « 
termination to debowdlerise the text. TF 
restore with great zest the erotic innui 
dos, many of which prudish editors h 
allowed to disappear over the years. 

Stylistically, the translators have striv 
for fidelity to the shifting registers of | 
language of the original. This is a wort 
goal. Hsiung’s version is certainly bland 
comparison. But the goal must surely 
achieved within the context of an over 
poetic style that conveys the spirit of | 
original, whereas Stephen West and V 
Idema have set a tone that is to a lar 
extent bereft of poetry altogether. They i 
at their best with the bawdy element. The 
is plenty of “clouds-and-rain” (sex), but t 
“wind-and-moon” (romantic passion) 
strangely absent. This limitation in no w 
detracts from the usefulness of their wc 
to an understanding of the text; but 
prevents it from taking that vital st 
(for a literary translation) of representi 
the original experience whole to the n« 
world of English readers. That is the gr 
risk that any translator of poetry surely I 
to take. And the translator of an opera 
bretto must in some fashion contrive 
make the arias sing, even in a barbari 
tongue. 

In both their translation and comme 
tary, West and Idema stress the sexual 
of the play. In many ways this e 
phasis is easy to justify. And besides, it 
fun to be reminded that the monk's bé 
pate is (in some sense) a glans penis, a 
that the monastery (indeed any enclos 
space, cave, grotto, 
chamber) is the vagi 
It is true that the ent 
bastion of traditional C 
nese literature from 
building blocks, yin a 
yang, upwards, lends its 
to interpretation in teri 
of sexual symbolism. E 
at the same time the C 
nese "language of flo 
ers," at least as it occ 
in this play, is used ir 
subtle and poetic way 
weave a sensual a 
erotic tapestry, to creat 
literary masterpiece, no 
piece of pornograpl 
There ic a world of diff 


The economical, 

rational use of 

our energy resources 

Is essential for protecting 
the environment. 


World Energy Council, Montreal 1989 
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Process overview at the control console 
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WHERE TO PUT YOUR MONEY 


Several slides 


'S THE GLOBAL ECONOMY slows to a crawl, investors need to focus 
pon the reasons for the deceleration. The factors vary widely 
"om one major economy to the other, and these differences will 
ffect the shape of their recoveries and the investment decisions 
eople make. 

Japan's economy is slowing down, from a 3.8% rate of growth 
ast year to perhaps only 2% in 1992. On the face of it, the deterio- 
ation is a lot less severe than in, say, the US or Britain, whose 
overnments would be quite happy to see their economies grow- 
1g 2% this year. And in a sense, there is less cause for concern in 
apan. Corporate balance sheets are strong, particularly among 
aanufacturers. 

The reason for anxiety in Japan is that the asset deflation that 
as taken place since early 1990 may not be over yet. So banks, in 
'articular, may be dragged down by a weakening stockmarket. 
0 begin with, Japanese interest rates were raised to help prick the 
sset bubble and then lowered to limit the damage to the " 


economy. The rise in the cost of capital has brought about a slur 
in investment, which is the main factor behind the econor 
slowdown. 

These factors make it difficult for the government to enginee 
recovery. A stockmarket revival requires lower interest rates, ! 
the yen would weaken more as a result. This would cause Japa 
current-account surplus to balloon further, to the fury of the ! 
and Europe. The investment implications are to avoid Japan: 
equities and to buy Japanese bonds on signs of a strengtheni 
yen. 

Contrary to what gloomsters say, the US economy has alrea 
recovered from recession and actually enjoyed three quarters 
modest growth last year. This is of little cheer to President Geor 
Bush because the US private and public debt is so great that 
covery is unlikely to be strong for the foreseeable future. Wh 
investors in US stocks wake up to this fact, the share slump cot 
be considerable. 





No redemption? 


Closed-end country funds may not be the bargain they appear 


RE SOUTHEAST ASIAN closed-end 

country funds a good buy? At 

first glance, their depressed prices 

suggest recovery potential. Not 
ince junk bonds has an investment instru- 
vent fallen so quickly or so completely 
'om favour; the euphoria of 1989-90 first 
red oversupply, then doubt and finally 
isaster. But whether country funds are 
ow ripe for a resurgence is not so easy to 
iscern. 


Surveying the funds' current state is Out of favour 


ather like assessing the junk-bond market 
fter the fall of Boesky and Milken. As with 
ink bonds, closed-end country funds are 
ecoming a dangerous attraction for the 
ch and wily. 

The nemesis of this market was the 
ulf War, which exposed the extent to 
rhich country-fund prices reflected sup- 
ly and demand for the units rather than 
eir underlying value. Market makers 
lashed nrices as institutional and retail in- 


By Michael Taylor in Hongkong 


no financial institution stands to gain much 
from seeking one out. The result is that 
discounts to the underlying net-asset value 
(NAV) of the funds have widened to ex- 
traordinary levels. 

These funds are now, with rare excep- 
tions, unloved by investors and sometimes 
orphaned by the financial institutions that 
launched them. Many institutions have 
proved unwilling or unable to ensure suf- 


A net asset values (NAVs)* 





INH ANIH 


ficient liquidity to encourage new invi 
tors to come forward. 

Take, for example, the Manila Fund : 
fered by Indosuez Investment Servic 
Indosuez' Ray Jovanovich points out tl 
the fund has risen 14% since the Gulf W 
beating the Manila Stock Exchange inde 
"We've clearly outperformed the mark 
yet I'm still stuck with a 43% discount,” 
laments. “Why? I believe that the pric 
and performance of country funds ha 
decoupled." 

Similarly, Indosuez’ London-quot 
Malacca Fund, which invests in Indone: 
and Malaysia, has gained 9% in NAV 1 
the year, but it has been unable to close t 
26% discount at which it still trades. 

There are several reasons for discour 
on Southeast Asian funds. Since the fun 
issue a fixed number of shares, the price 
shares reflects their balance of supply ai 
demand. This in turn partly depends : 
the liauiditv of the countrv-fund market 


In the US, interest rates were gradually raised in 1989-90 to 
igineer a soft landing. The Federal Reserve succeeded too well, 
id interest rates were eased again to revive economic activity. 
ond investors fear that rates will rise once more at the first sign 
f a strong recovery. But one store of value has benefited from 
iese factors — the US dollar. Analysts reckon that the greenback 
‘ill remain strong for the next few months. 

Germany is slowing down fastest among the major economies, 
ut interest rates there are unlikely to start falling until the 
undesbank is confident that domestic inflation has lost steam. 
his has narrowed the room for manoeuvre for the British Gov- 
nment, which unveiled a cautious budget in early March that 
ill do little to stimulate an economy which has been contracting 
r four consecutive quarters. 

Real interest rates in Britain are about 6%, against 1% in the 
S. By contrast, Australia's ruling Labor Party has been free to 
Ygineer a steep fall in rates. The Australian bond market has 
een the world's strongest for the past two years as a result, 
ut this run appears to be ending now that inflationary expecta- 
ons are picking up. Fixed-income investors did not like Prime 
linister Paul Keating's economic package, announced in Febru- 
ry. 

With mixed prospects for the main economies, developing 
sia's stockmarkets still look a better bet. Malaysian equities have 
ade a surprisingly strong showing in the past three months, 


Laggards and leaders 
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mainly because of plentiful liquidity, but Singapore and Hon; 
kong stocks are supported by stronger fundamentals. The dang: 
for Hongkong lies in the possibility of the US Federal Resen 
starting to raise interest rates, but there is little sign of that yet. 
m Nigel Hollow: 


0.59; average discount) and the seven in 
iongkong (12% average discount). 

London's big discounts reflect the ban 
1 country-fund advertising and the ma- 
ise afflicting domestic stocks. London- 
ised investors are also confident about 
ivesting in Asian stockmarkets without 
ie costly intermediation of country funds. 

The depth of discounts is also gov- 
med by perceptions of the future of re- 
ional stockmarkets and the ease with 
'hich foreign investors can enter them. 
onsequently, the average discount for 
lalaysia funds is 33%, while for Singa- 
ore, it is 14%, Indonesian 31% and the 
hilippines 37%. Thailand tops the list with 

38% discount. Even Thailand's six do- 

estic mutual funds — which are man- 
zed by the Mutual Fund Co. — trade at 
a average 20% discount. 

With such high discounts, it is easy to 
nclude that "there are tremendous long- 
rm buying opportunities,” as Indosuez’ 
»vanovich points out. But this is true only 

the value locked up in the funds can be 
‘leased, either by somehow closing the 
iscount or by selling the funds’ equity 
jxldings and distributing the proceeds to 
uit holders. As the majority of these funds 
ere started up a little more than two years 
£o and structured as long-term instru- 
ents, few are scheduled to be wound up 


this cenhirv 


would easily cover the legal fees incurred 
in liquidating the funds to release their 
value. 

Mark Martyrossian of Crosby Securities 
says: “What we might see is a number of 
corporate players coming in, buying a big 
stake and then pressing for the fund to be 
wound up.” In fact, the first predators have 
already been spotted circling some of the 
funds. Most of the funds are domiciled in 
the Cayman Islands, where only 10% of 
the shareholders can request an extraordi- 
nary general meeting, at which a resolu- 
tion to wind up the company (thus realis- 
ing the underlying value of the fund) can 
be voted on. 

The Malaysia Capital Fund, listed in 
London and Amsterdam and managed by 
Pierson Capital Management, has recently 
been under siege from big shareholders 
and outside predators. The result has been 
that its discount rapidly fell to 27% from 
42%. But the extraordinary general meet- 
ing held in mid-February voted against dis- 
solving the company. 

Once predators taste their first victory, 
however, closed-end country-fund prices 
are likely to become more volatile than 
comparable retail investment instruments. 
Investors who bought into the funds two 
years ago in the expectation of dull but pre- 
dictable performance may be in for a sur- 
Nrise 


JAPANESE BONDS 


Interesting 
rewards 


By Anthony Rowley in Tokyo 


HE JAPANESE government-bon 

i market has enjoyed a remarkab 

rally in the past 18 months, but wil 
a further cut in the official discount ra 
(ODR) imminent, there is still more for ii 
vestors to go for. 

How much further the discount ra 
will fall is anyone's guess at the momer 
Three rounds of cuts have brought the Or 
down to 4.5% from 6% in mid-1991. Bi 
this cannot be the end of the story, i 
Yasushi Mieno, governor of the Bank : 
Japan (Bor, the central bank), has a gun 
his head over interest rates. 

Ruling Liberal Democratic Party stron; 
man and vice-president Shin Kanemaru r 
cently capped a series of attacks on Mieno 
autonomy by suggesting that Prime Mini 
ter Kiichi Miyazawa could fire him if | 
refuses to lower rates. Miyazawa and eve 
the Ministry of Finance (MOF) have pu 
licly supported the central-bank govern 
against such attacks. hit the 6 March nr 





probably not as low as the 2.5% level seen 
in the late 1980s. 

What this means for the government- 
bond market is that the recent fall in yields 
bn the benchmark 10-year bond has fur- 
ther to go. The yields have dropped to 5.4% 
rom 8.7% since the market began to get 
he smell of falling rates in mid-1990, but 
rokers predict there is more to come. 

According to Marshall Gitler of UBS 
*hillips & Drew, the yield could drop be- 
ow 5% before long, with a corresponding 
‘ise in government-bond prices. Of course, 
f the Japanese economy continues to 
atchet downwards as fast as some fear it 
will, interest rates and bond yields could 
»e headed even lower. 

There is no doubt that Mieno will try to 
esist excessive rate cuts. Apart from his 
sbiding fear of re-igniting asset inflation in 
and and stock prices — a fear which may 
Yow be misplaced — there is the problem 
Xf ensuring that the current weakness of 
he yen against the US dollar does not push 
apan's soaring current-account surpluses 
ven higher. 

But Gitler argues that "there is defi- 
itely more for investors to go for" in the 
rovernment-bond market. Inflation is low 
n Japan, with consumer prices rising at 
inder 2.5% annually. That factor, together 
vith the certain prospect of falling interest 


CHINA 


Bs in the 
honey pot 


WITH INTERNATIONAL INVESTMENT inter- 
est in China underscored by the high- 
growth potential of the country’s south- 
ern provinces, stock exchange officials 
believe the time is right for expansion. 
Foreign investors who want to gamble 
on Asia's next emerging stockmarket will 
soon be able to choose from a raft of of- 
ferings open to them. 

In the next three weeks, five Chinese 
companies will issue a total of 104 mil- 
lion B shares (reserved for foreign inves- 
tors) on the Shenzhen Stock Exchange 
worth Rmb 354 million (US$65 million). 
The companies are: Shenzhen Konka 
Electronics, China Bicycles, Huafa Corp., 
Property & Resources Development and 
Shanzhan Patrachamicale Ry midevear 
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rates, is good for bonds. 

Richard Woodworth at Merrill Lynch in 
Tokyo agrees that government bonds are 
still attractive, with yields on 10-year is- 
sues likely to fall by a further 50 basis 
points. But US interest rates are likely to be 
on the rise again by the second half of 1992, 
making it difficult for Japan to lower rates 
much further, Woodworth argues. 

Analysts generally appear to favour the 
short-to medium-term end of the market, 
or bonds with three-to-five-year maturities, 
because of the perceived danger of rates 
rising again at the long end by 1993. A dra- 


boasts only one company's B shares, 
those of China Southern Glass, which 
listed on 28 February. But by mid-year, 
the exchange expects to have a total of 17 
listed companies, up from six currently, 
and with half of them offering B shares. 

Most of these companies are involved 
in a variety of activities, from manufac- 
turing and property development to 
banking and transport, but almost all of 
them make fat profits from property 
trading, analysts say. With the special 
economic zone expanding its commer- 
cial involvement at the expense of indus- 
try, the companies are likely to divert 
even more resources to property to 
achieve quick 

The Shanghai. Stock Exchange is also 
getting ready to issue more B shares, as 
Shanghai United Textile and Shanghai 
Special Steel Tubing Plant and possibly 
several others are expected to be listed 
soon. Shanghai Vacuum Electron is the 
only company with B shares currently 
listed on the Shanghai exchange. Its de- 
but was on 21 February. 

The shares of the two companies with 


Further to fall 
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matic easing at the short end could, hc 
ever, prevent the yield curve steepen 
appreciably. 

One possible threat to the bond mar 
is the prospect of the government hav 
to step up appreciably the issuance of 
called construction bonds in order to 
nance a major increase in public spendi 
Such a move is anticipated because the s 
ging economy requires increased fis 
stimulation. 

This would push coupon rates on g 
ernment bonds higher as the state sec 
competed with the private sector for fun 
Capital values would decline according 
Much the same thing may happen in 
US Treasury market as the administrat 
strives to fund the federal deficit. 

Yet another danger for the bond m 
ket, says Richard Koo of Nomura Resea 
Institute, is that the MOF's Trust Fund | 
reau, which funds a large part of the 
called second budget (officially, the Fis 
Investment and Loan Programme), may 
forced to dump some of its governme 
bond holdings onto the market to pay 
fiscal stimulation. 

So, there is potential risk as well as 
ward in the government-bond mark 
some investors may therefore wish to c 
sider the corporate bond market in Jay 
as an alternative. 


rates rather than official exchange rates, 
which should give investors some com- 
fort. 

As might be expected in such infant 
markets, illiquidity is also a problem. But 
the situation should improve, as the 
Shanghai ex recently announced 
that it would be allowed to issue US$100 
million of B shares a year. The Shenzhen 
exchange will probably be accorded 
equal treatment. 

Chinese officials are also acting to 
keep foreigners interested in Chinese eq- 
uities. The Shenzhen exchange is prepar- 
ing ground rules for expanding member- 
ship to foreign securities companies as 
well as to Chinese companies based out- 
side the special economic zone, says 
Chen Qingrong of the People's Bank of 
China, which oversees the nation's stock- 
markets. 

At present, only four of the Shen- 
zhen exchange's 16 brokerage members 
are allowed to trade in both A and B 
shares. The others may only trade in A 
shares. 
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TO DEAL WITH 
THE MONKEY 
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You must first understand the ram. 


ne of the keys to succeeding in Asia in 1992 (the year 
of the monkey), will be your depth of understanding 
of the events and developments of 1991 (the year of 
the ram). Changes have swept through the 2 

region, altering business, political and 

financial outlooks. Any move without 

reference to accurate information could be a move in the wrong 

direction. For 32 years business leaders, scholars and politicians from 

around the world have relied on the "Asia Yearbook" for that accurate d 
information. The all-new 33rd edition, compiled and edited by, Anpmo^ 
journalists and staff of the Far Eastern Economic Review is now e R7 "pe 
available. “Asia 1992 Yearbook” covers the major events in Asia and ’ 


also provides a country-by-country analysis of the various political, jg, YEARBOOK - 
social and economic scenes. 








Mail, Fax or Phone: Far Eastern Economic Review, SCE r g | 
| G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338. UR SCRIBERS | 
| Please rush me the just published ASIA 1992 Y EARBOOK (hardback) at HK$315, US5$39.95, £24, Y5,600, 8$7 1.50 or MS$117.50 each or (softback) | 

at HK$235, US$29.95, £18, Y4,200, 8$53 or M$88 each 
| No. of hardback copies No. of softback copies by airmail" by surface | 
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By Shada Islam in Brussels 


HE OUTLOOK FOR bonds issued in 

I European Currency Units (Ecus) is 

looking brighter following the sign- 
ing last month of the EC's Maastricht 
Treaty on Economic and Monetary Union. 
[he accord commits the EC to achieve 
monetary union by 1999, 

The accord adds immediate lustre to the 
Ecu as the EC's would-be single currency. 
Financing in Ecu bonds already has been 
oolstered, with issues of Ecu bonds rising 
to Ecu 4.7 billion (US$5.8 billion) in 
February from Ecu 2.9 billion in 
fanuary. This expansion reflects an 
increase in the size of issues and in 
the number of borrowers. 

With Ecu-bond yields lower than 
those available in the Italian and 
»panish currencies, investors seek- 
ing higher income may prefer to 
overweight their bond portfolios in 
the Ecu's higher-vielding component 
-urrencies. But for those looking for 
a safe haven for their money while 
gaining entry into an expanding Eu- 
ropean economic zone, Ecu bond 
markets are worth exploring. 

For non-European investors, the 
Ecu-bond market offers a "simple 
ind neutral vehicle for gaining ex- 


130- 





Promising newcomer 


posure to Europe in general, without 
spending resources in researching each in- 
dividual market," says Liisa Salojarvi of the 
Nomura Research Institute in London. Ecu 
bonds could provide a convenient way to 
diversify European bond portfolios. 

When considering whether to invest in 
Ecu bonds, several factors need to be taken 
into account, such as the long-term direc- 
tion of the currency, interest rates and the 
liquidity of the market. "The key to look- 


Ecu follows the Deutschemark 


= 31 Aug. 1987-100. 


US$/ECU 


CURRENCY WARRANTS 


Leveraged exchange 


. By Jonathan Karp in Hongkong 


ELECTION YEARS CAN play dirty tricks on 


currency values. Add the lingering 
weakness of the US economy, the eco- 


nomic slowdown in Europe and the po- 
tential for further Western military action 


against Iraq, and what you have are the 


i 


for a volatile foreign-exchange 


. market in 1992. 
. Hongkong investors have more op- 


tions this year to steel themselves against 
possible fluctuations thanks to a growing 


array of local currency warrants. These 


low-risk, leveraged contracts entitle the 
hearer to hyv or sell a certain amount of 


Deutschemark, nine new varieties have 
been listed on the Stock Exchange of 
Hongkong. "It's the kind of product the 
market was waiting for,” says Simon 
Chan, managing director of Peregrine Fi- 
nance. "It stands a good chance of suc- 
ceeding. People here like to see an active 
secondary market which is easy to get in 
and out of." 

Trading volume remains low com- 
pared with local equity warrants and es- 
tablished currency-hedging instruments 
abroad, but the Hongkong warrants are 
catching on. Volume for Morgan Guaran- 


ing at European bond markets is to loo 
bond yields and then to ask yourself 
what is the probability of losing money 
the currency," Salojarvi says. 

At present, the Ecu is defined as a 
nominated currency, under which its vé 
is fixed according to a weighted baske 
the 12 EC currencies. The Ecu's curre 
composition has been frozen at Septerr 
1989 levels. 

The Ecu will turn into a currency prc 
by the end of the century and be issuec 
a European Central Bank, itself schedu 
to come into being by 1994. In a bic 
ensure the Ecu’s continuity, the then-m« 
bers of the monetary union will take 
previous day’s closing market rates for 
Ecu's basket of currencies vis-à-vis the « 
rencies that enter into monetary union i 
freeze them at these rates. 

According to Thierry Vis: 
head of the Ecu unit at the EC, 
currency is set to become as str 
as the Deutschemark, which ha 
3076 weight in the Ecu. As proof 
points out that the German curre 
and the Ecu have had an alm 
parallel exchange-rate evolut 
against the US dollar in recent ye. 

Risks of an Ecu devaluation 
cause of fluctuations in the valut 
its weaker components — rep 
senting about 20% of the Ecu wei 
— have become slimmer, Vis 
adds. 

“The Ecu has become a sta 
currency,” Jean-Claude Koeune 
Bank Brussels Lambert says. 


ONNHI OSNIH 


Morgan Guaranty's inaugural issue c 
million US-dollar/Deutschemark w 
rants traded in their first full month. 

Morgan Guaranty now offers invest 
six US-dollar call and put warra 
against the Deutschemark and sterli 
with maturities from August 1992 
March 1993. Citibank has three US-do 
call warrants against the Deutschem: 
sterling and the Swiss franc, with ma 
rities between April and July. A 
Standard Chartered offers one call w 
rant against the Deutschemark matur 
in October. 

With the US dollar trading at I 
1.6735, Sfr 1.518 and sterling equal 
US$1.7135 on 10 March, four warrants 
in the money, meaning that the spot r 
for call warrants is above the strike pr 
and that for put warrants it is below 
strike price. Yet no warrants have be 





dds that even in the worst-case scenario 
— a devaluation of the Italian and Spanish 
urrencies by 10% — the fluctuation in the 
icu is unlikely to be higher than 1.5% 
iven the small weighting of the lira and 
he peseta in the Ecu. 

The potential for capital gains, then, is 
ignificant. Because of the Ecu's reputation 
s a hard-currency basket that still has 
ome weaker but high-yielding compo- 
ients, coupon rates on Ecu bonds are 
ügher than those on Deutschemark-de- 
iominated bonds. For example, in January 
he spread between the two bonds' coupon 
ates was about 50-60 basis points, with the 
icu rate at 8.5%, compared with 7.9% for 
erman Bunds. 

Says Salojarvi: "The yield advantage 
wer German Bunds is one of the main ar- 
uments for buying Ecu bonds.” Stephen 
Yristaglio of the London branch of Swiss 
lank agrees, arguing that for investors 
vanting a higher vield than the German 
junds, Ecu bonds probably represent a 
simpler, more mainstream investment." 

Moreover, Peter Praet, chief economist 
t Brussels-based Generale de Banque, 
oints out that the Ecu bond market is ex- 
'anding and that EC members are certain 
» show their backing for monetary union 
hrough new Ecu issues. 

As the Ecu-bond market grows more 
ophisticated, opportunities for investors 
iterested in shorter-term plays have in- 
reased. EC members, anxious to promote 
cu bonds, are now issuing different cate- 
wries of paper, including notes ranging 
rom three to 30 years. 


Britain, for instance, has issued three- to 
nine-month treasury bills in Ecus, while 
Italy has issued one-year notes. Given the 
increase in issuance activity, the size of the 
market is impressive: the primary market 
had Ecu 123 billion of bonds at the end of 
1991, compared with Ecu 74 billion at end- 
1989. The monthly turnover of the bonds' 
secondary market rocketed to Ecu 75 bil- 
lion in 1991 from Ecu 17 billion at the end 
of 1989, 

Risk-averse investors can take heart 
from the fact that Ecu-bond issuers, such 
as EC sovereign borrowers, corporations 
and supra-nationals, normally carry a tri- 
ple-A or double-A rating. Not surprisingly, 
the market is dominated by EC institutions 
and individual governments, which issue 
Ecu Eurobonds and in some instances Ecu 
domestic issues. 

But some caution may be in order be- 
fore plunging into Ecu bonds. First, the 
economic prospects in most EC members 
are far from rosy as economic activity is 
slowing across the continent. The Com- 
monwealth of Independent States and 
Eastern Europe's new democracies also 
will continue to be a drag on growth. 

Further, there is serious concern that 
some EC members may delay ratification 
of the Maastricht Treaty because of do- 
mestic problems. Doubts also persist about 
how many members will be able to meet 
the tough government borrowing and in- 
flation criteria needed to join the monetary 
union. Still, most analysts believe that the 
EC's big economic powers will agree to it 
in the end. s 





Shangri-La hotel 


KUALA LUMPUR 


provides 
executive 


travellers 
with 


sustenance 


xercise, you lose the time value,” or the 
tion of future currency move- 

aent. Most analysts expect the US dollar 
> strengthen against the Deutschemark. 
Evaluating currency warrants is com- 
‘lex as they are dependent on a host of 


vest spot exchan haies changes, in- 


roughly follow movements in the under- 
lying currency, though as time value 
erodes, the price should decline. 

Yet Morgan Guaranty's US-dollar 
call/Dm 100 warrant is so deep in the 
money that it is trading at around HK$60 
even though it was issued at HK$39 a 
year ago. At this high price, the premium 
is exaggerated, demanding a higher 
break-even spot rate than that published 
at listing time. 

"Anyone buying in now [at HK$60] 
would have to be extremely bullish on 
the dollar," Karim Ghaidan of Sun Hung 
Kai Fund Management says. 

Morgan Guaranty places two con- 
straints on exercising currency warrants. 
Even though the minimum trading lot of 
US-dollar call/Dm 100 is 100 warrants, guests with the most 
: em iid —— —— authoritative publication 


t-rate differentials, time value, vola- 
v ded d the Hongkong-dollar /US-dollar 
ge rate, as the local currency war- 

ants are settled in Hongkong dollars. 
The cost to the investor — and the 
^aximum risk — is determined by the 
"arrant's premium, or price. In Hong- 
wong, ums at the time of issue have 
anged from 5.7% to about 8%, making 
^e break-even point higher than the 
rike price for a call warrant and lower 
»r a put. Brokerages are moderating their 
ues complaints of overpricing, noting 
at in the present bull market, all war- 


As one of Asia's leading hotels, 
Shangri-La Kuala Lumpur 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 

That's why it provides executive 
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By Alan Deans in Sydney 


ARMLAND INVESTMENT in Australia is 
F shaping up to be one of the classic 

counter-cyclical purchases of the 
"ear. The belief is strengthening that the 
misery induced by drought, high interest 
sates and low commodity prices has ended. 
‘he next five years are expected to yield a 
trong rebound in rural incomes and large 
apital gains on property. 

Why? Rains have drenched many 
Nrought-affected parts of New South Wales 
.nd southern Queensland. Interest rates 
are also much lower than they were last 
"ear, while prices are up for two important 
'ommodities, wool and wheat. 

The price of wool has risen steadily in 
the past six months, much to everyone's 
urprise. Wool is selling at nearly A$6.50 
US$4.90) a kg after tumbling below A$4.30 
t kg last year following the collapse of the 
loor-price plan that pegged prices at A$7 
t kg. 

At the same time, the cost of produc- 
ion has jumped strongly. Farmers a year 
igo were shooting sheep by the millions in 
m industry initiative to cull the flock by 10 
nillion head. Now, prices are soaring as 
armers scramble to restock and produce 
nore wool. It will take several years, how- 
ver, before sheep numbers reach previous 
evels. 

Wheat, too, has risen in price, to A$180 
t tonne, or 45% up on last season. That will 
»e some comfort to growers who suffered 
| cut in their total harvest to 10 million 
onnes from 15 million tonnes last year. 
[he improved prices are expected to see 
»roduction climb sharply during the com- 
ng season. 

Farm incomes have yet to rise, however, 
»ecause the benefits will not be realised 
intil this season's crops are harvested and 
he sheep are shorn in the second half of 
992. For that reason, there have been no 
'0ticeable gains in rural property prices. 
ndeed, government expectations are for 
arm income to fall again this financial 
'ear, which ends in June. 

For this reason, the government and 
'anks are trying to give short-term impetus 
o the sector. Prime Minister Paul Keating 
as promised interest-rate subsidies for 
rain growers and cash rebates for wool 


Buy the farm 


PROPERTY 








Wool prices are on the run again. 


been few new requests as yet for finance, 


but one of the first signs that the property’ 


market is set to go will be when producers 
start to buy, he says. 

While land sales may be sluggish, there 
are indications of heightened investor in- 
terest. Anthony Guinness, managing direc- 
tor of management company Agricultural 
Investments Australia, says corporate and 


CURRENCIES 


‘Temptations 
of the rupiah 


By N. Balakrishnan 


INDONESIA’S RUPIAH now gives the 
highest yield of all Southeast Asian cur- 
rencies. Since 1987, money-market rates 
have averaged 16.5-26% annually. 
Lippo Investment has opened a US- 
dollar denominated mutual fund to 
make it easier for foreigners to take ad- 
vantage of these high yields. 

In early March, the company started 
up Lippo Indonesian Rupiah Money 
Market Fund in Hongkong. Lippo In- 
vestments projects an annual fund yield 
of 18-23% in rupiah terms and 12-14% 
in US-dollar terms. The minimum in- 
vestment in the open-ended unit trust 
is US$2.000 plus a 0.5% subscription 


foreign clients are seeking informat 
about land purchases. 

One new incentive is the relaxatior 
foreign-investment restrictions announ 
by Keating. He lifted to A$50 million fr 
A$3 million the limit below which g 
ernment approval is not needed for n 
land purchases. Guinness says the r 
limit will bolster foreign interest in 
sector. But he is not expecting an inv 
ment surge from Asia because investor 
the region have not had a large expos 
to Australian farmland. Instead, traditio 
buyers from Britain, Europe and the US 
countries that are major buyers of A 
tralian farm produce — are likely to t 
advantage of the opportunity. 

Still, property prices are expected to 
slow in building up steam, despite the 
ticipated impetus of rising farm incon 
There is a back-log of property that is lik 
to hit the market once prices rise. The s 
ers will be banks and other distres: 
property holders who have been hang 
on through the tough times. 

A reluctance to take on additional d 
is also likely to dampen the enthusiasm 
the more financially secure rural prod 
ers. Elders’ Mollison says that because 
memories of the deep recession they hi 
been through, many will only look 
buying extra land once they have cash 
their pockets from current crops. 


not expected to be changed in the next 
few years. Nonetheless, a sharp de- 
valuation such as the 30% cut in 1986 
could result in a large loss. 

There are several reasons as to why 
the rupiah is not likely to be devalued 
sharply. Following the collapse of oil 
prices in 1985, the government diversi- 
fied the economy. Today, oil sales ac- 
count for only about 30-40% of total 
export earnings, down from 70-80% 
before the oil crisis, leaving the 
economy on a sounder footing. 

Further, to combat a current-account 
deficit and to prevent the rupiah from 
weakening, the government has main- 
tained a tight monetary policy since 
mid-1991. The country’s historically 
high level of foreign reserves, at about 
USS8.5 billion, also mitigates the need 
for any large devaluation soon. 

But potential investors should also 
be aware that they would be exposed to 
corporate risk as well as currency risks. 
Should any of the issuers of instruments 
in which the Lippo fund invests default. 
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To find out about our 
confidential service, try talking to 
these foreign currency depositors. 


One of the foundations we've built 
our business on is confidentiality for 
our clients. 

Take this ad for example. Even 
though they could assist in attracting 
clients like yourself, we would not 
reveal our clients’ names. 

If you could talk to any of them, 
however, they would make no secret 
about our strengths. 

Some would tell you we're a truly 
international bank with over 130 years’ 
experience in Asia, and that because of 
our network's size, we can provide you 
with assistance in more countries than 
most other banks. 

Quite a few would talk about the 
variety of foreign currencies with high 
interest rates, and that we're a pioneer 
in the Asian Dollar market. While others 


Deposit account, call (65) 530 3232 
or (65) 530 3087. Alternatively, visit 
any of our branches worldwide. 

And in no time you'll be joining 
our list of clients. 


RATES* UP TO 
CURRENCY (6-month deposit) 


ESP 10,000,000 
6 


6.12596 p.a 


* Above are rates for deposits m Singapore, valid at press time 





1.000% p.a. 
3.500% p.a. 
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To open a borelan. Cureencio RESET PCM rem 


Yes, I'm interested in investing in Foreign 
Currencies. Please send me details on how 
to open an account. 


RS 


| 


z 
z 
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Send to: 
Standard Chartered Bank, 
Foreign Currency Deposit Centre, 
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We Improve. 








THE SPIRIT OF CONFIDENCE 


You move. 


We set out to improve 
our mainstay engines for the 
1990's. And you move out 
with a new generation of 
responsive, SR-series powerplants that 
do exactly what you want them to. 

Not just you, as a driver. But you, 
as a member of a society that is increas- 
ingly concerned ab i 


incessantly improving our products 
with attributes that are not just desi 
able, but responsible: 

Responsible aesthetics. Bodies that 
enhance passive safety by helping to 
shield you from isfury. 

Responsible €omfort. Interiors that 


enhance Ative safety by reducing 
driveg fatigue. 
"And responsible performance. 


Powertrains and suspensions that 


enhance active safety by helping you 
avoid accidents. 

In the new Bluebird, those SR 
engines provide a most responsible 
advantage. A dual-overhead-camshafi 
four-valves-per-cylindegdesign with 
enhanced efficiencies and airflow. This 


90th, wp. predictable 






throttle response and torque thfoug 
out the rpm range. And enables 
you to accelerate out of danger 
whether you're dodging traffic 
at 40km/h or passing a truck at 80. 
So even if the Bluebird's other con- 
fidence-inspiring qualities don't move 
you, its engine definitely will. 











valve guides. P 
again that les 
be more. Far 

efficient than 
valve trains v 
two rocker àt 
per valve pair 





“WHEN IM IN GUANGZHOU, 
YOU'LL ALWAYS FIND ME AT THE WHITE SWAN.” 


THE ONE BUSINESS HOTEL THAT'S ALSO A SUPERB RESORT. 


THE WHITE SWAN IS AN EXTREMELY COMFORTABLE DELUXE HOTEL. LOCATED ON HISTORIC SHAMIAN ISLAND, 


ON THE PEARL RIVER, IT'S CLOSE TO THE AIRPORT, AS WELL AS OTHER KEY POINTS IN THE CITY. BUSINESS 
GAF II ITIES ABE STATE OOF THE APT ANID INIT IIA THPER 11 ' YHigltow IS NEM EYECIHITIVE FLOORS WITH CONCIFRGF iin. 


ARKET INDICATORS 


Stockmarket, bond and currency trends 














Government Securities Stockmarket performance US Dollar 
Japan 7 Feb. 1992 13 Mar. 1992 7Feb  13Mar. local US$ 7Feb 13 Mar 
Nikkei bond index yield Price % — Price % 1992 1992 cureny%  * Compared to 1992 1992 % change 
S-yeers Lo gas See * Meo Aen 2s * Australian dollar 13385 1.3245  -090 
10-years — 577 — 579 IV * Y —— 
nen — 606 — 616 Britain 1,945.10 — 1,935.80 -048 -646 Canadian dollar 11908 11903 4148 
Benchmark long-term Germany 1,945.00 1,992.70 4245 — -297 Deutschemark 15788 — 1667 4559 
No. 129 bond 10568 — 539 10537 5435 France 501.69 — 52375 +440 -081 
Futures contract (June) 102.25 iu: d SR Italy 54758 510.71 -573 -11.31 Hongkong dollar 7.7955 7.7465 “0.11 
Source Salomon Bros Asia Switzerland 784.10 — 79890 +1.89 485 Sterling 05499 05851 4640 
- Australia 1,590.90 1,583.40 -0.16 +0.75 
7 Feb 13 Mar. Canada 3,596.33 347579 -335  -476 Switzerland franc 14087 — 15085 4708 
US 1992 1992 Singapore 413.33 391.59 526  -78 Yen 125.67 133.60 +6.31 
Hongkong 4,711.37 5,071.19 47.64 4776 
Dow Jones 20-bond index 99 67 98.69 Source. Revew Data 
Australia 7 Feb. 1992 13 Mar. 1992 
Redemption yields % % : 
Selected earnings forecasts 
Commonwealth government 
bond (May 1993) 7.70 70 
Commonwealth government Ets per share [US Cen) 
bond (Sept. 1995) 8.88 9.15 Market Last Current (or Share price Forecast 
Commonwealth government Latest fiscal capitalisation reported following) on13Mar. petor 
bond (Sept. 1997) 9.55 9.56 Company Country year to end: — (US$b) year year Next year 1992 (US$) current year 
Margin of AAA-rated 7 Feb 13 Mar 
semi-government stock 1992 1992 ‘ 
Banking and finance 
Telecom Australia (Feb. 1994) 8.70 8.80 ANZ Bank Australia Sept. 91 3.06 20.24 26.40 36.20 3.00 114 
M Australia —* a hes s National Aust. Bank Australia Sept '90 675 6384 — 5129 —— 5506 554 108 
— Tearate Westpac Bank Australia Sept. '90 3.54 34.26 21.87 25.64 2.90 13.2 
- — Bank of East Asia Hongkong Dec. '90 0.95 14.93 18.07 17.82 2.75 152 
7 Feb 13 Mar Hongkong Bank Hongkong Dec. '90 9.44 24.71 36.15 51.12 5.84 16.2 
Britain 1992 1992 Nomura Securities Japan Mar.'91 — 1731 4200 26.51 42.01 883 333 
F. T. A. Govt All Stock Index 124.78 131.95 Sumitomo Bank Japan Mar. '91 40.65 34.20 32.35 39.64 12.94 40.0 
Under 5 years 122.29 121.35 Malayan Banking Malaysia June ‘91 231 1164 1281 13.97 308 — 241 
ie or ees hoe Dev. Bank of S'pore Singapore Dec. '90 3.70 31.85 36.51 38.90 6.76 18.5 
15 years 147. 142.1 OCBC Singapore ^ Dec.'90 3.19 2200 26.93 29.92 536 19.9 
Wed. coupons. 15 yama Fac. * * United Overseas Bank Singapore — Dec 90 219 2632 2819 3112 380 135 


— Dec. '90 2.77 13.69 9.30 10.49 3.02 32.4 
Unit Trusts Bangkok Bank Thailand Dec. '90 2.73 247.36 292.68 308.45 27.26 9.3 
Dec. '90 1.39 257.63 219.16 225.39 19.86 9.1 


Bid prices US$ 
7 Feb. 13 Mar 
Heavy industry 
Fung IOE T" Wow Hitachi Japan Mar.91 1875 — 4906 — 39656 — 41 — 572 144 
Fidelity Honda Motor Japan Mar. ‘91 10.69 57.61 60.84 67.33 10.99 18.1 
European Trust" i? if 0.00 Nippon Stee! Japan Mar. ‘91 15.79 9.81 773 7.34 2.29 29.6 
Japan Spec. Sit. Trust" 1980 = 110 131 Toyota Motor Japan June'9! 35.07 94.93 76.99 81.58 942 12.2 
— Malayan Cement Malaysia Nov. '90 037 6.55 8.54 9.70 1.68 19.7 
S'pore & Mal. Trust 1458 14.24 423 Far East Levingston Singapore Dec. '90 0.46 13.90 15.56 23.34 3.26 21.0 
ISA Oriental Ventures Trust — 4209 — 4372 +3.87 Keppel Corp. Singapore Dec. '90 1.83 19.11 20.95 23.94 446 — 213 
Am National Steel Singapore Dec. '90 0.53 15.63 14.96 16.76 251 16.8 
US Small Co. Fund 1996 1980 -0.80 Daewoo Heavy ind. South Korea Dec, '90 0.88 47.99 50.38 52.93 18.71 37.1 
Hyundai Motor South Korea Dec. '90 1.60 17057 225.25 263.89 29.63 13.2 
Jardine Fleming Kia Motor South Korea Dec. '90 1.09 12571 6680 0556 2261 339 
—— I E ae Lucky SouthKorea Dec.'90 —— 109 16089 12930 — 12541 — 2027 157 
Yukong South Korea Dec, '90 1.10 11385 — 9647 132.55 29.37 304 
National Mutual Formosa Chemical Taiwan Dec. '90 2.09 9.18 970 8.59 131 13.5 
European Fund’ 272 2n 0.00 Formosa Plastics Taiwan Dec. '90 2.50 9.36 9.26 9.03 173 18.7 


Far East Growth Fund" 12 — 18 — 05 Yue Loong Motors Taiwan Dec. '90 1.52 2.50 587 473 171 — 291 
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‘Turbulent take-off 


Military meddling clouds Thai airline’s share offer 


By Paul Handley in Bangkok 


hai flag carrier Thai Airways In- 

ternational is taking off into 

cloudy skies with its long-awaited 

share offer, which opened for sub- 
scription from 16-27 March. While the of- 
fer itself is expected to go without a hitch, 
increasing behind-the-scenes interference 
by politicians and the military has raised 
doubts about Thai's once-healthy corporate 
performance. 

Costs at the carrier are rising. Passenger 
traffic has slumped, its management is in 
disarray and staff morale is at its lowest in 
memory. Shorn of their window-dressing, 
last year’s earnings were dismal. 

The stake on offer is modest: 100 mil- 
lion shares representing just 7% of the air- 
line’s capital. Still, it is a belated victory for 
those government bureaucrats who have 
supported privatisation (the cabinet first 
decided on the sale eight years ago). 

The offer aims to raise Baht 5.75 billion 
.US$225 million) to help finance future air- 
craft purchases. Five million shares are re- 
served for Thai's employees at the par price 
3f Baht 10, leaving 95 million to be sold at 
3aht 60 each. Of these, the government 
Yopes to ensure that 40 million are distri- 
»uted as widely as possible to the general 
»ublic. 

The airline posted net profit of Baht 3.5 
zillion for the year ended on 30 September. 
3ut that figure was heavily pumped up 
with artificial income. 

It included Baht 2 billion in one-time 
zains from the sale and lease-back of four 
urcraft, as well as Baht 1.65 billion in 
"benefits received from the purchase of air- 
Taft." According to an airline official, this 
'epresents in-kind discounts and compen- 
sation given free by aircraft vendors — 
'ather like the free software or lessons of- 
ered by computer retailers. Removing 
hese highly dubious "earnings" from the 
ncome column would have given the car- 
‘ier its first loss in 30 vears 


verely handicapped the airline's manage- 
ment. 

As a result of this interference, Thai's 
long-term development plans are in disar- 
ray. Worse, it has been forced by vested 
interests to yield some lucrative domestic 
and regional routes to its competitors. 
Thus, while the airline can still claim to be 
high in the international rankings, with re- 
spectable overseas services, there are seri- 
ous doubts as to whether it can generate 
the sort of earnings that subscribers to its 
offer will be hoping for. 

Thai itself is forecasting a 49% jump in 
net profit to Baht 52 billion in its current 
year, based on a 16% rise in 
total revenues to Baht 60.3 
billion. Yet the country's 
tourism industry is staring 
at another slow year for 
visitor arrivals, and in the 
still-depressed air-travel 
market rival carriers are 
slashing fares on long-haul 
routes to Europe and Aus- 
tralia. 

Moreover, the Baht 60 
subscription price repre- 
sents a prospective price- 
earnings ratio of 14 times 
(based on the next 12 





than that of regional competitors Singap 
Airlines and Cathay Pacific, which b 
continue to out-perform Thai in the eye 
customers and investors. A further cay 
is that Thai's share-price performa 
could be dimmed by prospects of diluti 
another 200 million shares are due to 
issued in 1993-94, 

Thus, while Thailand's investors app 
enthusiastic about the issue, foreign in 
tutions which might once have jumpec 
the chance are now more equivocal. I 
eign brokers say the overseas demand 
the stock comes mainly from foreign ft 
managers who must buy any Thai bl 
chip in order to track 
Stock Exchange of Thailé 
(SET) index. Some ot! 
buyers are concerned o 
with chasing short-te 
trading gains when | 
share is listed on the SEI 
late May. 

Arguably, Thai shor 
have gone public th 
years ago. In 1989, it v 
operating at full capac 
passengers ranked its : 
vice alongside that of € 
gapore Airlines and TI 
land's investment bo 
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months). This is 40% more Kaset: rising costs. was bringing in more bi 


Threat on the 
home front 


Typical of the way Thai Airways Interna- 
tional has seen its interests sabotaged by 
the conflicting interests of its masters is 
the development of the domestic and In- 
dochina sub-regional market. 

The company added domestic opera- 
tions to its services when it was ordered 
to take over the countrv's poorly man- 


In 1989, however, privately owr 
Bangkok Airways was allowed to be 
services from the capital to Samui Isl 
and Hua Hin, both in the south. T 
was not interested in the latter, but 
Samui route would have been hig 
profitable. 

Since then, in the name of "liberal 
tion” of the domestic market, two m 
airlines have been created: Tropical ! 
Air and SK Air. Thus, Thai faces th 
newcomers, even though it is not offi 
government policy to strip the major « 
rier of its domestic routes. Its rivals’ c 





'ssmen and freight than the airline 
wuld handle. In addition, the SET 


How Thai sees its future i 
é 






as soaring and foreign investors — Baht billion 
wuld not get enough exposure to 150- 
1ailand. 
Iu Total assets 
What has gone wrong? Much of 120- sm Total liabilities 
e blame lies at the feet of the Royal 
nai Air Force (RTAF), which has 90- 


»pt a strong hand in Thai since it 
as established in 1960. Despite the 
ct that the Ministry of Finance 
Ads 99% of the carrier's shares, the 
r force chief is automatically chair- 
an of the airline. One of his depu- 
's is president, and several other 
"AF emissaries serve on the board. 
ı all, the military fields seven of 
hai's 15 directors. 

For years, day-to-day operations 
1ve been in the hands of a popular 
id capable group of civilian pro- 


ssionals (with managerial support 70- 
om Scandinavian Airline Systems). 
ntil comparatively recently they e 


ere able to forestall wholesale RTAF 
terference in contracting and ma- 
r equipment purchases. 

This often meant directing small 
tbcontracts to RTAF-connected par- 
's and providing sinecures among 
tbsidiaries and contractors for RTAF 
tirees. On big engine and aircraft 
irchases, insiders say, the air-force 
rectors were mollified with sub- 
antial commissions. To a lesser ex- 
mt, interfering politicians were also 
aken care of” in the same way. 

Beginning in late 1988, however, this 
perfect but workable system began to 
fll apart. Several factors coincided: the 
lhatichai administration ushered in a more 
ipacious brand of politician; there was a 
‘oundswell of dissatisfaction in Thai's 
Addle-management ranks; and growing 
essure on the airline’s capacity resulted 


already ' 
s "castoffs," is likely to be the chief 
of this move. 

Worse still for Thai, Bangkok Airways 
ëd SK Air have been allowed to open 
“vices to Phnom Penh. Thai has been 
^ked out of the Cambodian route — an 
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1988 
Note: Financial years ending 30 September Source: Company prospectus 
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Baht billion 


1988 


1989 






way between the city centre an 
Don Muang Airport. 

Seeking to consolidate his pei 
sonal power base at Thai, Vorana 
began in November 1988 to mai 
ginalise the airline's five-man tear 
of civilian managers, led by ex« 
cutive vice-president Chatrach: 
Bunya-ananta. They were remove 
from the airline’s long-term plar 
ning committee. Elsewhere, Vorc 
nart elevated promotion-hungr 
middle managers. 

Subsequently, plans to buy Ger 
eral Electric engines for a new flex 
of Airbus A-300s were overturne 
in favour of Pratt & Whitney. And 
strategically important decision t 


10 ^ invest in the European compute 
reservations system Abacus we 
quashed; instead, the airline we 

JJ pushed into another system, Ami 
deus. 

Total revenues These reversals disrupted Thai 
(Left scale) - 6 planning for the next 36 months an 
sent company morale into a tailspi! 

By the time Voranart was pushe 

~4  Ooutand Kaset elevated to air forc 

Net profit chief and airline chairman in Oct 
(Right scale) ber 1989, an atmosphere of paranoi 

1989 1990 1991 1992 iet hung over the company. 


in overworked staff and maintenance prob- 
lems in the fleet. 

More significant, however, was a deep- 
ening rivalry in the top ranks of the air 
force. The contest between RTAF chief 
Voranart Apichari, then Thai's chairman, 
and his designated successor Kaset 
Rojananin spilled over into the hallways of 
the airline’s headquarters — a stunning, 
knife-edged office tower that stands half- 


From a profit standpoint, Thai would 
be better off without its domestic routes. 
The low fares dilute earnings from inter- 


a—L ml cibis mud handiann tha aie 


Kaset returned some power 1 
Chatrachai's group, but not al 
Deputy air force chief Veera Ki 
chathorn, an ally of both Vorana 
and Chatichai, remains president of the ai 
line. Individual cabinet ministers als 
played this split intensely for personal an 
political gain, and the airline was on 
again left fumbling. 

Five-year strategic plans were not ui 
dertaken. The air force-dominated mai 
agement continued to fight pressure to g 
public. The Finance Ministry — whic 
wanted a share float to wean Thai off go 
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sernment funding and open up its manage- 
ment — countered by holding back ap- 
proval of borrowing and purchase plans. 

As a result, Thai’s equipment purchases 
sbecame so muddled that its 60-strong fleet 
now has 14 makes of aircraft and engines 
from three manufacturers. Admittedly 
Thai serves both domestic and foreign des- 
tinations and therefore requires a more var- 
ied fleet than either Singapore Airlines or 
*Cathay. Even so, the number of varieties is 
high — enough to start a good museum, as 
one industry observer puts it. 

Moreover, the airline continued to ex- 
pand aggressively, its fleet increasing to its 
present size from 46 aircraft in 1989. Route- 
kilometres flown grew by 14%. Yet as a 
result of the Gulf War and the West's eco- 
nomic slump, passenger occupancy 
(known as cabin factor) has dropped to 
64% from 74% in 1989. The overall load 
factor — passengers plus freight — was 
also 64% last year, down from 69% in 1989. 

Other regional airlines have suffered, 
too, but neither Cathay nor Singapore Air- 


lines has reported load factors as low. It 
did not help that Thai was forced to keep 
domestic fares low while fuel costs were 
rocketing during the Gulf War. 

In recent months, things have begun to 
improve. Airline sources say the final quar- 
ter of 1991 saw a pick-up in operating mar- 
gins. And preliminary reports for January 
and February, traditionally Thailand's top 
months for tourism, say the airline's load 
factor climbed back above 70%. 

Some decision-making is back on track, 
too. Having been forced to make the wrong 
pick on global computer-reservations sys- 
tems, the airline is now returning to its 
original choice, Abacus. It is also currently 
presenting a new five-year plan to the cabi- 
net. According to sources familiar with the 
document, it embodies a sound business 
plan involving investment of about US$7 
billion, mostly for fleet expansion. By 1995, 
the company hopes to have 77 aircraft. 

Nevertheless, the RTAF has shown no 
signs of relinquishing its strong role in the 
airline's management and the mood 


Pots of money 


By James Bartholomew in London 


On 7 April a unique sale of 17th-century 
Chinese porcelain will be held in Am- 
sterdam. Christie's, the British auction 
house, is taking bids for 28,000 pieces of 
mostly blue and white export porcelain 
recovered in 1989 from a shipwreck in 
the South China Sea. What makes the 
sale unique is the vendor: Vietnam's 
Ministry of Transport. 

It is the first time a Southeast Asian 
government has auctioned treasure 
found in its territorial waters — Viet- 
nam's was found off the port of Vung 
Tau, near Ho Chi Minh City. 

The auction could well start a trend, 
especially among poorer countries quick 
to seize on their right under a 1982 UN 
convention to claim such finds if 
no owner is identified (a fairly 
safe bet for most 17th-century 
wrecks). 

Indonesia, for one, grants li- 
cences to salvagers. But it missed 
the profit boat on the most cele- 
brated Southeast Asian find to 
date — the so-called Nanking 
Cargo. That haul, of Chinese por- 


at a 1986 Christie's auction in Amster- 
dam. 

The issue for collectors is whether the 
Nanking and Vung Tau cargoes are the 
first of many large-scale discoveries. The 
prices of 17th- and 18th-century export 
porcelain may depend on it. 

Vietnam is a happy hunting ground 
for shipwrecks because it has a long 
coastline and borders the main shipping 
route from China to Europe. Salvaging 
technology has improved over the years, 
as has the willingness of the Vietnamese 
Government to allow exploration by for- 
eigners. 

“There are probably hundreds and 
hundreds of sunken boats off the Viet- 
namese coast," says Colin Sheaf, Chinese 
porcelain expert at Christie's. But he cau- 





among employees remains sullen. "Ev 
one is waiting to get the shares before 
leave," says one insider. 

Even recent media revelations of 
RTAF's exploitation of Thai have faile 
shake the air force's grip. The disclos 
have included reports of free flights 
RTAF personnel and a land purchas 
which the airline paid double the ma 
value, with former communications m 
ter Montri Pongpanich sharing the c 
missions. Airline chief Kaset has defen 
the purchase — made over the protesi 
Finance Ministry board members — 
ing it involved no wrongdoing. 

Indeed, the air force seems more fir 
in control than ever, with board meet 
being held at short notice so that Fin: 
Ministry directors cannot attend, aco 
ing to well-connected sources. It is diff 
in these circumstances to be confident 
Thai will serve its new shareholders’ ir 
ests. As one analyst points out: "We 
the management, but we have a lo 
problems about the board." 


tions that there is no evidence of any im 
minent new finds. 

Thailand, Malaysia and the Phi 
lippines are also keen to probe thei 
territories’ waters, but it is unclea 
whether they would auction off any dis 
coveries. 

If significant new treasures are found 
there could be an intriguing contest be 
tween the deluge of supply and the abi 
lity of the auction houses to excite the 


buying public. Sheaf argues the marke 


could absorb a shipwreck every year be 


cause each one would have its own spe 
cial interest, and some collectors like t 
buy a piece from every wreck. 

Christie's has discovered that the bes 
way to dispose of the treasure is to mak 
a big splash. By offering the whole carg 
in one large sale, the auctioneers can at 
tract maximum publicity and bring it 
buyers who do not normally collect Chi 
nese porcelain. 

Christie's succeeded in doinj 
this for the Nanking cargo anc 
may succeed again with the 
Vung Tau. But there must b: 
considerable doubt whether th 
trick can be repeated indefinitely 

Robert McPherson, Chinese 
ceramics expert at London deal 
ers Stocksprings, says that the 
Vung Tau cargo is not very excit 
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jack on the road 


hina auto ventures rebound from 1989 squeeze 


Jonathan Karp 


ith the urgency of a government 
V clerk on lunch break, a worker at 
Guangzhou Peugeot Automobile 
wheels a car chassis from the end of 
' assembly line outside to a building 
t door. It is then rigged to cables, 
sted to the second storey and guided 
ough a hole in the wall for the next 
duction stage. Not exactly state-of-the- 
but efficient enough to produce nearly 
cars a day and to make Guangzhou 
1geot one of the most profitable foreign 
it ventures in China. 
"Today, the problem is not selling cars," 
's Claude Cusey, the French general 
nager at the joint venture outside Can- 
ų the bustling capital of Guangdong 
vince. "There's a waiting list months 
g.” But he adds: "We regret the volume. 
' want to produce more cars. 
' must, to remain competi- 


3” 


Two years after Peking's 
sterity measures nearly crip- 
d the auto industry's joint 
tures, the companies are re- 
rting profits and competing 
her than commiserating. 
iven by the government's 
sire for a credible auto indus- 
and by their own need to 
hieve economies of scale, 
tomakers have embarked on 
pansion programmes that 
visage annual output of 
),000 vehicles by the mid- 
90s, compared with just 
000 in 1991. 
An orange steel skeleton heralds a new 
‘tory wing at Guangzhou Peugeot, 
tich is investing US$230 million to dou- 
annual capacity to 30,000 units by year- 
d. It is under pressure to aim higher. 
ench corporate cousin, Automobiles 
troen SA, has taken a 30% stake in an 
$800 million joint venture with China's 
cond Automobile Works in Wuhan in 
ibei province. The company, Aeolus- 
‘roen, is to build 150,000 cars annually 
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lion in its 40:60 joint venture with First 
Automobile Works in the Jilin province 
motortown of Changchun. The first Golf 
models rolled off the assembly line this 
year. Some 150,000 Golfs and Jettas are to 
be produced annually beginning in 1996, 
and at least 15% are to be exported. 

Meanwhile, Beijing Jeep Corp., the 
doyen of the auto industry's joint ventures, 
plans to invest Rmb 1.2 billion (US$225 
million) through 1995 to upgrade its plant, 
bolster annual output of its Cherokee four- 
wheel-drive vehicle to 80,000 units and in- 
troduce an indigenous model to replace the 
Soviet-designed 2020N series. 

These expansion numbers are stagger- 
ing, and some industry executives doubt 
that such targets are realistic even if do- 
mestic demand keeps pace. They point out 
that automakers are too often trapped in a 
vortex created by the rival forces of central 





Guangzhou Peugeot's assembly line: production boost needed. 


planning and regionalism. 

Some observers, however, are encou- 
raged by their performance. Shanghai 
Volkswagen, Beijing Jeep and Guangzhou 
Peugeot raised output and built on strong 
returns in 1990, when they ranked No. 1, 
No. 2 and No. 9 among all foreign joint 
ventures in terms of revenue. 

In 1991, Shanghai Volkswagen in- 
creased Santana output to 35,000 units 
from 18,800 a year earlier mo sold every 
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of its US-designed Cherokee by 73% from 
1990 to 13,000 units and built 35,000 Chi- 
nese four-wheel-drive vehicles known as 
the 2020N. It had 1991 net income of 
about US$40 million on revenue of US$400 
million, according to a company official 
who asked not to be identified. Chrysler 
Corp. of the US has a 38% stake in its 
partnership with Beijing Automobile 
Works. 

After three flat years of producing about 
6,000 cars, Guangzhou Peugeot doubled its 
output in 1991, chalking up Rmb 233 mil- 
lion in profit on Rmb 1.5 billion in revenue, 
according to company officials. France's 
Peugeot owns a 22% stake in the company, 
with Guangzhou Automobile Manufactur- 
ing holding 46%, Chinese International 
Trust & Investment Corp. 20%, Banque 
Nationale de Paris 4% and the World 
Bank’s International Finance Corp. 8%. 
Guangzhou Peugeot makes three models: 
505 cars and station wagons and 504 pick- 
up trucks. 

These results are all the more remark- 
able considering the prohibitive retail 
prices of vehicles. Imports, which are sub- 
jected to duties of up to 250%, have been 
restricted to help the local industry. But 
taxes on imported parts for locally built 
vehicles effectively double fac- 
tory prices. The Santana, which 
has the highest proportion of 
locally made components of 
any foreign joint-venture vehi- 
cle made in China, sells for 
Rmb 174,000. Consequently, 
automakers depend heavily on 
sales to the government, mili- 
tary, state-owned companies 
and other joint ventures. 

Peking also insists on ap- 
proving each automaker's 
manufacturing levels on an an- 
nual basis because of heavy 
foreign-currency outlays to im- 
port knockdown kits. No for- 
eign joint venture has yet tc 
produce its stated capacity. 

Analysts who are sceptical of auto- 
makers’ expansion plans argue that China 
cannot demand mature performance 
from an infant industry. “There is not 
enough automation, skilled labour, foreigr 
currency or local components to have c 
real manufacturing base,” says James 
Osugi of Technomics Consultants ir 
Hongkong. “It’s really just an assembly 
operation.” 


Peking has made strides in solving the 
faraiaenuorrrance enafie that hohhled inin: 
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joint ventures a remedy. 

The more serious problem is the lack of 
an adequate component industry. As an 
incentive to buy Chinese-made parts, the 
government exempts foreign joint ventures 
from having to apply for import licences if 
they produce cars with 60% local content, 
based on value. So far, only Shanghai 
Volkswagen has accomplished this feat, 
saying Santanas have 70% local content. 

Determining local content is more 
nebulous, and executives admit that fi- 
gures can be manipulated by including and 
exaggerating the value of local assembly of 
given parts. Such machinations vary 
throughout China as provinces compete to 
build their own components factories. This 
rivalry has led to thousands of small-scale 
parts producers that are not competitive 
either in price or quality. 

Further, the Peking municipal govern- 
ment pressures Beijng Jeep to buy com- 
p from suppliers in the capital, while 

hanghai, Changchun and Canton officials 
expect the same of the joint ventures in 
their cities. Such decentralisation has hin- 
dered the auto industry's development and 
has prompted joint ventures to call for the 
central government to allocate resources 
for upstream factories. 

Still, Volkswagen stands out for 
sourcing components locally, sub-licensing 
production and encouraging its suppliers 
from Europe and South America to follow 
it to China. Investment-intensive parts such 
as engine and transmission components 
are largely imported, but Shanghai 
Volkswagen turned the corner last year, 
producing 73,000 engines and exporting 
38,000 of them to Germany for assembly in 
three Volkswagen models. The Changchun 
plant aims to produce 200,000 engines a 
year, a source of foreign currency the other 
joint ventures do not have. 

. Beijing Jeep has completed an engine- 
assembly plant where six main parts are 
machined locally. It has mustered only 45% 
localisation for the Cherokee, while 
Guangzhou Peugeot's local content ranges 
from 30-41%, depending on the model. 

Japanese automakers, meanwhile, ap- 
pear content to stay on the sidelines in 
China. Toyota Motor Corp., Daihatsu Mo- 
tor and Suzuki Motor Corp. have sold 
technology for car and light-commercial 
vehicle production in China. 

Despite dreams of making China a base 
for car exports, the country’s automakers 
are resigned to modest sales abroad. 
Beijing Jeep, which has shipped out a few 
hundrad Charnkanc to Comi Amorico at 
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Big fish, small net 





Manila must fight tax evaders, says World Bank 





By Rigoberto o Tiglao in Manila 


o matter who wins the May presi- 
N dential contest in the Philippines, a 

priority of the new chief executive 
will have to be the unpleasant task of col- 
lecting more taxes. Despite heavy foreign 
borrowing in the 1970s and big domestic 
borrowing in the 1980s, the Philippine 
Government is still coming up short at the 
till. 

This is the gist of the World Bank's 20 
February country economic report on the 
Philippines. The report, which formed the 
basis for a 12-13 March meeting of donors 
in Hongkong, also lauded the outgoing 
administration of President Corazon 
Aquino for tightening fiscal and monetary 
policy last year in response to a calamitous 
macroeconomic scenario in 1990. That year, 
the country's current-account and budget 
deficits almost doubled and inflation 
soared. 

However, the emphasis of the meeting, 
attended by representatives of 18 nations 
and six international organisations, was 
largely on the future. While an additional 
US$1.5-1.7 billion in financing was 
pledged, largely to cushion the transfer of 
authority to a new administration, the do- 
nors pointed out that "the availability of 
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development finance [is] seen to be hi; 
dependent on maintaining the momen 
of reform." 

A key facet of this, according to the 
port, will be to end the longstanding si 
tion where domestic tax collection "ge 
ates less than what is required to fund 
velopment expenditures." Fixing the p 
lem is a tall order, for which the W 
Bank offers no panaceas. 

Aid donors acknowledge that the p 
lem of domestic revenue collection i: 
old and thorny one. Tax evasion is so 
vasive that legislators and governmen 
ficials have shirked the need for reforn 
many cases, they had liabilities of t 
own to address or, at the very least, | 
feared alienating wealthy political s 
porters. 

The most comprehensive effort to 
form the Philippines tax base in the p 
war period came in July 1986, five moi 
after Ferdinand Marcos fled the cour 
Newly appointed Aquino administra 
technocrats, still imbued with the “rev 
tionary” fervour of the times, took ad: 
tage of their relative autonomy from t 
pressure groups. A reform package ` 
ushered in that raised direct and indi 
taxes. 

The World Bank evidently feels 
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w is the right time again to attempt re- 
n. Its annual country economic memo- 
adum sets out the conditions under 
wich loans will be forthcoming for the 
xt year; the implication is that the new 
vernment will be expected to act deci- 

'ely on the issue. 

The memorandum faults the current tax 
stem on three grounds. Firstly, it notes 
at the government has been consistently 
realistic in its expectations about what it 
n collect and has targeted its expendi- 
re at too high a level. 

Secondly, the ratio of revenue to GNP in 
? Philippines, a standard yardstick of the 
iciency of tax collection, lags behind that 
its Asean neighbours at an average of 
% a year from 1976-88. Finally, actual tax 
llection is far less than potential intake. 

Out of 3.9 million potential taxpayers, 
ly 1.4 million, or 36% of the total, filed 
eir income-tax returns in 1989. But, ac- 
rding to the Philippines Bureau of Inter- 
| Revenue (BIR), only about 100,000 indi- 
duals paid taxes. The corporate record is 
it much better; out of 124,100 enterprises 
at filed a return, only 40,400, or 33%, 
imped up. 

What is particularly significant about 
e World Bank study is that it concluded 
at the structure of the Philippine tax sys- 
n, the rate of taxation and the type of tax 
vied, is basically sound. “The weaknesses 
the Philippine tax system lie in the area 
collection," the study notes. "Far less is 
llected than could be." 

Ironically, this has been the position 

ually adopted by members of the Philip- 
ne Congress to avoid taking action on 


e issue. For its part, the Department of 


The allegations of favouritism by dis- 
untled executives of the rejected firms 
id by foes of Anwar inside the govern- 
ent from evidence that Siemens 
ovided the second-lowest bid of the 
ne applicants for the contracts after 
icsson and just ahead of NEC. The Fi- 
ince Ministry also overruled the recom- 
endations of Telekom's tender board, 
hich had indicated that Siemens should 
' one of the participants based on the 
eaei sanai 

It is also unusual that five contractors 
ere selected for the project. With five 
ntractors, the costs of making compa- 


‘le their technical are 
ely to increase the costs of the 
The un diy large roll of 
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Finance usually proposes tinkering with 
the rates and type of taxes instead. 

The World Bank suggests giving the BIR 
more power to tap information held by 
banks and by government agencies. This 
would require legislation. The report also 
highlights the fact that the BIR has massive 
administrative and manpower problems 
that will need to be addressed if the tax- 
collection record is to improve. 

The bank suggests an amendment to 
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Total taxes as a percentage of GNP 
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the 1955 Bank Secrecy Law that would al- 
low BIR examiners to peruse the bank ac- 
counts of suspected tax evaders. The 
memorandum suggests that "concerns that 
this will create great financial disruption 
are likely to be exaggerated." 

Under law as it stands, an individual's 
account can be disclosed by a bank to the 
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prosecutors are only granted such an orde 
if they can present enough evidence to th 
court — such as a discrepancy between i 
filer's returns and his bank accounts. 

The study also focuses on the necessity 
of developing the BIR's data base to include 
reports given to other government agen 
cies. For instance, a company's return: 
could be easily compared to the impor 
duties it has paid to the Bureau of Cus 
toms during the course of the year. 

Then there is the question of over 
hauling the BIR's administration systems 
The bank points out that the Philippine 
has an inadequate taxpayer identificatior 
system with different account number: 
frequently used for various transactions 
The BIR has a master list of 11 million ac 
count numbers, while only 2.5 million en 
tities file returns. 

At present, tax inspectors are swampe 
under the load of often insignificant cases 
Under the present system, the BIR's 3,00 
examiners each handle 77 cases, withou 
regard to the amount of tax liabilities in 
volved in each case. And once the inspec 
tor discovers fraud, there is not much th: 
BIR can do about it; its legal staff has de 
clined from 142 in 1983 to 88 in 1990. 

Worse, examiners are reluctant to be 
come involved in tax-fraud investigation 
as they are vulnerable to harassment. h 
the Philippines, an accused tax evader cai 
file a counter-suit not against the BIR bu 
against individual BIR personnel. As a re 
sult, in a typical year, the amount involve 
in tax-fraud cases represents only 1.2% o 
total BIR collections. The number of case 
amounts to a paltry 0.06% of total return 


BIR only upon a court order. However, BIR 


vestment cooperative controlled by the 
United Malays National Organisa- 
tion (Umno) headed by Prime Minister 
Datuk Seri Mahathir Mohamad. 

Allegations of political favouritism 
have also been underscored by the fact 
that Alacatel's local partner is Yayasan 
Bumiputra Pulau Pinang, a foundation 
once chaired by Anwar until he 
a year ago to take his present job. The 
foundation is affiliated with the Penang 
state chapter of Umno. 

Anwar denies that favouritism played 


Anwar says, and the government will 


stand by its decision on the awards. 
Deecnite euch dicclaimers evectitives 
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M$1 billion contract to buy seven gas tur- 
bids wap aarded to Qu! 


firm Asea Brown Boveri after it was al- 
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Fruits of deregulation 


Japanese oil firms announce merger plan 


By Carl Goldstein 
he impending merger of Kyodo Oil 
f and Nippon Mining signals a mile- 
stone in Japan's continuing efforts 
to liberalise and rationalise its oil industry. 
The new company — to be known as 
Nikko-Kyoseki — will become Japan's 
second-largest oil company after Nippon 
Oil, with revenues of Y1.65 trillion (US$12.6 
billion) in its first 12 months of operation 
after the merger is completed later this 
year. 

More importantly, the new company 
will combine Kyodo's marketing strengths 
with Nippon Mining's refining capacity. 
"The Ministry of International Trade and 
Industry [Miti] is delighted to see this hap- 
pen," says Martin Roth, an oil analyst at 
the brokerage Kleinwort Benson in Tokyo. 
"They'd like to see as many mergers as 
possible." 

Unlike Japan's electronics or automobile 
industries, its oil sector is anything but 
world class. A recent ranking of the 
world's 50 top oil companies by industry 
newsletter Petroleum Intelligence Weekly 
failed to include a single Japanese firm. No 
lapanese oil company plays a significant 
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international role in any part of the busi- 
ness — upstream exploration and produc- 
tion, refining, or marketing. The propor- 
tion of the country's crude oil imports 
owned by Japanese companies remains 
negligible despite the recent upsurge in 
spending on overseas exploration. 

In part, the industry's weakness has 
been the result of deliberate policy. Japan- 
ese bureaucrats and the major business 
groups were loath to see the rise of power- 
ful oil companies that might exercise a 
stranglehold over this strategic sector of the 
economy. 

But several decades of rigid controls on 
prices, import and export policy, and refin- 
ery capacity has made Japan's oil firms 
heavily dependent on government protec- 
tion for survival. The authorities have been 
promoting a cautious deregulation process 
since 1987. Steps already taken include au- 
tomatic approval for new upgrading facili- 
ties at refineries, decontrol of petrol pro- 
duction quotas, and the lifting of limits on 
construction of new petrol stations. 

The latest step in the rationalisation 
process — the Kyodo Oil-Nippon Mining 
merger — reflects Miti's conviction that Ja- 
pan needs fewer and bigger oil companies. 






i — surface in TORO — 90- 
| tobashi, or stock-passing, deals. 
. . Daiwa landed in trouble just over two 


years ago when it admitted filing false 
reports to cover up mysterious “loss 
guarantees" to clients. A wave of succes- 
sivo scandals then hit the Rig Four sern- 


to a ¥72 billion (US$553 million) loss in 
settling tobashi disputes with five clients, 
the largest being retail group Tokyu De- 
partment Store. As a result, the securities 
firm says it will suffer a net loss of ¥43 
billion in the year ending 31 March. 

Daiwa also admitted it was in dispute 
with other clients over such deals involv- 
ing around ¥13 billion. Before the Daiwa 
disputes emerged, the Tokyo District 
Court had adjudicated 61 tobashi deals 
involving ¥54 billion. Many more cases 
are likely to emerge, taking the total up 
io thal GF Phe orbe m deals. 

Tobashi is the other side of the com- 


The two firms were already closely linl 
Nippon Mining owns 47% of Kyodo 
and supplied it with most of the refi 
products marketed in Kyodo's 6,400 pe 
service stations. The two companies' h 
offices are in the same building. 

Another result of the merger is 
Kyodo Oil will become a full partner in 
recently announced joint venture betw 
Saudi Arabian Oil Co. (Saudi Aramco), 
several Japanese oil companies, incluc 
Nippon Mining, and Caltex Petroleun 
the US [REviEW, 30 Jan.]. The new vent 
involves the construction of one refir 
and the expansion of another. This : 
contribute over 200,000 barrels of oil a : 
to Japan's 4 million barrel-per-day 
mand. 

The new output will be only one fa 
injecting a new, more competitive s[ 
into the Japanese oil market. More tes! 
times are expected when Miti elimini 
restrictions on how much crude oil e 
refiner may process, which could occu 
soon as April. "Competition for mai 
share will become more severe a! 
through-put controls are removed," s 
Ken Koyama, an economist at the Instit 
of Energy Economics in Tokyo. 

The Petroleum Council, an indu: 
advisory committee, is expected to mee! 
early April and give its word on whet 
the industry is ready to take this st 
Another key stage in the deregulat 
process expected in the next year is 
lifting of limits on refined product 
ports — a move eagerly awaited by oil 
finers. 


guarantees that stock prices would only 
go up. But in the go-go 1980s, with some 


46% of all issued stocks in Japan held by 


corporations in the form of long-term 
Crome holdinge brokers believed they 
could 


din o 
them at well 


hot an issue, brokers agreed to buy port- 
folios from clients at inflated prices in 
return for a buy-back guarantee plus an 
interest fee. Often, brokers 

third parties to take stocks off their hand« 
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jack on tap 


lalaysian state recovers from water crisis 


' Doug Tsuruoka in Malacca 


nvestor confidence in Malacca appears 
to be returning after severe water 
shortages in early 1991, Corrective 
ps have been taken by the state's gov- 
nment to ensure that the crisis will not 
repeated, but some analysts say it is too 
on to tell whether the causes of the water 
ortages have been alleviated. 

In the first four months of 1991, the to- 
| loss of water from the Durian Tunggal 
am caused most taps in the city of Ma- 
2ca to run dry. The reservoir, fed by the 
alacca River, is the chief source of water 
r the city and the outlying districts com- 
ising the state. Consequently, many ur- 
in residents had to transport water from 
ral areas, while villagers were forced to 
œ wells or collect rainwater to 
pplement the emergency water 
tions distributed by authorities. 

A state committee released a re- 
srt in March 1991 that blamed the 
'k of water at the 20 billion-litre 
servoir on the mismeasurement of 
&. The water level at the reservoir, 
hich Malacca officials say is back 
normal, was further lowered by a 
sought that has afflicted the area 
« the past two years. 

Another water crisis occurred 
«ly this year. On 2 January, deadly 
yllutants entering the Malacca 
wer from a rubber-processing fa- 
‘ity caused water to be turned off 

the city for two days. 

These calamities are viewed by 
me analysts as a case study in 
'erdevelopment, an increasing problem 

nearly all Malaysian states. They say 
salacca officials must show investors that 
æy can manage the state's infrastructure 
Kectively if they are to meet targeted 
sowth figures. 

Malacca Chief Minister Tan Sri Abdul 
ahim Tamby Chik hopes to turn the state 

‘o a fully industrialised area by the year 
00. This will entail increasing industry’s 
sare in Malacca's GDP to 40% by 1995 and 

% by the year 2000 from 32% currently. 


NAalacea alwaadss nlawe a nivatal role in 


mittent water rationing in the past year. 
Many companies have hired tankers to 
haul water to their facilities at a daily cost 
of up to M$7,000. 

There are no official statistics on the 
amount of business lost in Malacca because 
of the water shortages. Analysts, however, 
put the total cost at millions of Malaysian 
dollars. 

Moreover, it could be years before in- 
vestors forget how industry was affected 
by the water shortages. Among the casu- 
alties of the 1991 debacle was a M$18 mil- 
lion extension to the Siemens AG plant in 
Batu Berendam. The expansion has been 
put on hold by the crisis, which at one 
point required 20 tankers a week to haul 
water to the beleaguered electronics maker. 

On paper, investor confidence in Ma- 






Malacca River: water problems ‘alleviated.’ 


lacca appears to have been unaffected by 
the state’s water problems in 1991. Indeed, 
Malacca had the second-highest rate of 
capital investment of any Malaysian state 
last year by securing M$5 billion in invest- 
ments. Also, the number of industrial es- 
tates has jumped to 11 from five in 1987. 
Still, the bulk of Malacca's investment 
figures in 1991 was based on applications 
received before the water problems sur- 
faced. Analysts say applications slowed 
substantially in the second half of the year, 
thamoh it ic not clear what imnact this will 


ters that struck the state in 1991 and earl 
this year will not be repeated, even thougl 
water demand is expected to double to 231 
million litres a day by the turn of the cen 
tury. They point out that a planned M$23 
million pipeline to the Durian Tunggal res 
ervoir from Johor state will make addi 
tional water available. 

Also, the retaining walls of the reser 
voir's dam were heightened last year t 
increase holding capacity to 31.5 billion li 
tres. At least two water-treatment plant 
are also planned to supplement the fiv 
plants already in existence. 

Environmentalists, however, questio 
whether Malacca's water problems hav: 
really been solved. They argue that defor 
estation may have interrupted the weathe 
cycle and could be responsible for th 
current lack of rainfall. 

Some critics also allege that the wate 
level at the Durian Tunggal reservoir ma 
have dropped substantially because of un 
authorised discharges to government 
linked factories. Well-placed sources als 
concede that water from the reservoir i 
used periodically to flush pollutant 
downriver when strong tides push th 
substances upstream and into cor 
tact with populated areas. 

These allegations are disputed b 
state officials. But the possibility thé 
politics played a role in Malacca’ 
water problems is more than hinte 
at in the circumstances surroundin 
the January water cut-off. The inc 
dent involved a 20-year-old Marde 
rubber plant that processes late 
The federal government-owned fa 
tory as well as an associated facilit 
Mardec-Yokohama Fertiliser Corp 
were built next to the mai 
pumphouse that feeds the state 
water-treatment plants. 

The contamination stemme 
from a flooding of the Malacca Rive 
that spilled into the Mardec factory 
eight oxidation ponds where rubb« 
wastes are stored. Observers say this wi 
the third time in 12 months that waste 
from the factory affected water supplie 
No action, however, was taken until tl 
latest incident, when Malacca officials ij 
terceded with federal authorities to clo: 
the operation. 

The closure has been hailed by Malac: 
officials in their fight to solve Malacca 
water problems. They have also promt 
gated ordinances prohibiting developme 
near water-catchment areas. 

Critics however sav there ig no ona 
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The price of unity 


oeoul will have to dig deep for economic integration with the North 


"By Shim Jae Hoon in Seoul 


As the two sides of the Ko- 
rean peninsula edge to- 
wards unification, people 
are starting to estimate the 
cost of merging two such 
dissimilar economies. Figures in Seoul 
range from US$200 billion to more than 
US$500 billion invested over five to 10 
years, but the figures being bandied about 
are little more than stabs in the dark. No- 
body knows the true condition of the 
North Korean economy — perhaps least of 
all President Kim Il Sung. And nobody 
knows how the merger is going to come 
about. 

If the transition is gradual and smooth, 
it will cost less. If the process is abrupt, it 
could be enormously expensive for both 
the North and the South, not to mention 
for neighbouring countries. China's Pre- 
mier Li Peng signalled his concern in 
January when he urged European coun- 
tries to provide aid for North Korea. 

The precedents for unification are not 
particularly good. In Germany's case, it 
occurred far more quickly than people ex- 
pected. In Vietnam's case, a long war 
meant that even today there are sizeable 
differences between the northern and 
southern economies. 

Both Koreas agree that a merger is the 








ultimate goal. President Roh Tae Woo of 
South Korea proposes a democratic state 
called the Korean Commonwealth, to be 
put together following a free election. This 
could be held by the year 2000, provided 
the North and South decide that their eco- 
nomic and political institutions have been 
integrated sufficiently. 

The North's President Kim says he 
wants to see a single confederal state by 
1995. He opposes a German-style unifica- 


tion which involved the western [ 
"swallowing up" the eastern side. 

Quite apart from the possibility of a 
lapse of the North Korean Government, 
South is becoming deeply concerned ab 
the deterioration of the North Kor 
economy. "The North Korean econo 
was a lot worse than we thought," s 
Lim Dong Won, Seoul's vice-minister 
unification. Northerners "are beginnin; 
admit it themselves." 


Expensive embraces 


Whenever and however unification comes, it will 
be a major drain on the South Korean economy, at 
least in the initial stages. Germany's road to 
unification highlights some of the problems Korea 
. is likely to face. 

Capital: Western Germany has staggered under the financial 
burden of absorbing the East. Yet West Germany was at the time 
of unification the world’s largest exporter and its current-ac- 
count surpluses were second only to those of Japan, From 1985- 
90, West Germany ran a total current-account surplus of Dm 482 
billion (US$290.5 billion). Thanks largely to unification, Germa- 
ny'o 1001 ammont accent doficit wae Nm 3A hillinn An asti- 





totalling US$33.7 billion. About a third of that surplus has b 
erased by deficits in the past two years. This year's curn 
account deficit is to come near to matching last ye 
record of US$8.8 billion. As a result, the South simply will 
have the funds to pay for the US$200-500 billion that planr 
estimate unification will cost. 

Central bank policy: Eastern Germany was immediai 
placed under the control of Germany's strong and experien 
central bank, the Bundesbank. Renowned for its anti-inflati 
ary policies, the Bundesbank provided a fair measure of p: 
stability. Nonetheless, Germany's inflation rate rose from 2. 


in 1989 to 3.5% in 1990. By December 1991, inflation was r 


ning at 4.2% annually. 
South Korea, however, has a poor record on inflation and 
nalitically weak contral hank tho Rank af Karos hae lana t. 





North Korea is about 20 
rs behind the South's leve] = 
levelopment, with a stan- | ec 

wh : i opper mine 
d of living roughly one sixth — 4 iron ore mine A Airport 


t of South Korea. The B Coal mine C Chemical plant 
CJ Steel mill CA Non-ferrous metals 


ner's policy of self-reliance, 
uche, has been achieved, but 
he cost of modern techno- 
y and economic well-being. 
ctricity is in short supply 
| food shortfalls have forced 
Jacks in food rations. 
[n the showcase capital 
mgyang, people have been 
| to eat more vegetables and 
rice to improve their diets 
though vegetables are hide- 
ly expensive at blackmarket 
‘es. Outside the capital, eld- 
y people have been seen 
junging for vegetables on 
sides and in the mountains. 
North-South two-way trade, 
vost all of it indirect and 
ter, officially started in 1988 
| reached US$192 million in 
1 from virtually zero before. 
hough this is a tiny amount, 
»uts South Korea in fourth 
æ on the list of the North's 
le partners after Japan, 
na and the former Soviet 
on. The North's total foreign trade ran 
nly US$4.6 billion in 1990, the last year 
which figures are available. 
?olicymakers in Seoul fear that, if things 
considerably worse, huge numbers of 
‘th Korean refugees might head south 
‘oot and by boat. “Imagine what would 
spen if even a thousand North Korean 
agees came and camped on the banks of 
Han River [which runs through 
l|" says one government economist. 
ie couldn't handle it.” 


wi Shipyard —- Main roads 


"ies are papered over with increased li- Na uf I 


dity. That would result in a weakening C Im. ve 
the won, fuelling further inflation. 
Ine of the biggest challenges will be deciding at what rate 
North's and South's currencies should be converted. Ger- 
y converted at a 1:1 rate. This protected savers in the East 
thus prevented a westbound avalanche of aid-seekers. But it 
» crippled the East's inefficient, high-cost industry at a stroke. 
sess South Korean financial policymakers are willing to adopt 
musually hawkish monetary stance, inflation risks spinning 
of control. But monetary austerity will depend on social 
ility and political legitimacy, something which is now tenu- 


Nage policy: At the end of 1990, wages in eastern German 
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Partitioned peninsula 
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: To prepare for the possibi- 
— z lity of the merger of the two 

| economies, the Roh govern- 
ment started planning in late 
1989 after the Berlin Wall fell. 
The South has set up a task 
force comprising senior offi- 
cials from various ministries 
including those with defence, 
interior, foreign and economic 
portfolios. 

Just what, if anything, the 
North is doing by way of 
preparations is unknown. 
North Korean Vice-Premier for 
Economic Planning Kim Dal 
Hyun, one of the most promi- 
nent voices for economic re- 
form, visited Germany in Feb- 
ruary. But rather than studying 
the effects of Germany's inte- 
gration, the purpose of his trip 
seems to have been shopping 
for infrastructure. Among his 
stops was Siemens, where he 
discussed the possibility of the 
firm building a coal-fired 
power plant for the North. 

One South Korean Govern- 
ment plan is said to involve 
mobilising a gigantic amount 
of relief aid. Plans are secret, 
— — Main though, for fear of frightening North Ko- 

railways rea into thinking that the South is aiming 
for a German-style unification. 

The most important policy steps have 
been to push forward the negotiations with 
Pyongyang. The pace of reconciliation has 
quickened in the past few months. In Feb- 
ruary, the two sides ratified a non-aggres- 
sion pact, the first legal framework through 
which political and economic exchanges 
could take place. 

The agreement provides for an inte- 


| thoritarian controls, it is difficult to see 
T how Korea will be able to avoid a mass 

internal migration, as North Koreans 
stream to the South in search of higher-paying jobs. South Ko- 
rean companies have already priced themselves out of many 
industries, especially labour-intensive ones such as textiles, toys 
and low-quality footwear, making the policy choices on wages 
more acute. 

Economic scale: Germany's problems have occurred despite 
the former East Germany's claim that it ranked among the 15 
most industrialised nations in the world and had the highest 
living standard in the Eastern bloc. For example, West Ger- 
many's external trade was three times that of the East, but South 
Korea's trade is almost 30 times as large as the North's. 

Moreover the ner.canita hirden in Sonth Korea will he nro. 
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grated and balanced development of the 
economies of the North and South through 
trade, joint development of resources and 
cooperation in science and technology. It 
defines their relationship as being a "spe- 
cial interim" one, stemming from the pro- 
cess towards unification, and not a rela- 
tionship between different states. 

The agreement established three com- 
missions, one economic, one military, the 
other political. The Economic Exchanges 
and Cooperation Commission is headed by 
Kim Jong U, Pyongyang's vice-minister of 
external economic relations, and Lim Dong 
Won from Seoul. This is the first such 
organisation to be established after eight 
years of talks. 

Currently, the South Korean Govern- 
ment is trying to estimate the sums of 
money involved and several ministries and 
think-tanks are working on the problem. 
Although there is no agreement among 
them yet, the orders of magnitude are 
emerging. In the worst possible case (a 
collapse of the Kim regime and mass emi- 
gration), the cost of merging the two 
economies would be the equivalent of 3- 
4% of annual GNP (which in 1991 stood at 
US$270 billion) over 10 years, according to 
Yeon Ha Cheong of the government-linked 
Korea Development Institute (KDI). 

However, if the two economies were 
peacefully integrated under an agreed 
procedure over, say, 10 years, the cost 
could be as low as 1.5% of GNP, says Yeon. 

His calculation is based on about 100 
different categories of investment. These 
include the improvement of roads and 
ports, as well as industrial training and the 
payment of social-security benefits. About 
50% of expenditure would go towards 
upgrading North Korea’s physical infra- 
structure. KDI's estimates also include the 
cost of cleaning up the environment and of 
integrating the two sides' administrative 
systems. 

Government agencies and the KDI are 
talking to the World Bank about raising 
money to pay for the projects. But 
the lion's share would have to come 
from South Korea. One method 
would be to introduce a Unification 
Tax in the South, but the govern- 
ment has denied that such an un- 
popular step is being contemplated. 
A parliamentary election is taking 
place on 24 March and presidential 
elections are planned for December. 
Some economists, such as Kim Chuk 
Kyo of Hanyang University, believe 
it "av he necessary to tiger. I Inifica- 


The cost 

Estimates of investment 

needed in North Korea 

1993-2000 US$ billion 

(1990 prices) 

Light industry 86 
Heavy industry 65 
Non-financial services 46 
Infrastructure 42 
Agriculture 29 
Financial services 23 
Mining 22 
Power generation 15 
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Possible sources of finance 


South Korean savings 200 
North Korean savings 91 
Japanese reparations 37 
and foreign aid/capital 

Source: Euro-Asian Business Consultancy, Seoul 


North Korea's living standard from its cur- 
rent level of US$990 per person to 
US$4,800-6,800 (at constant prices) by 2000. 

Assuming North Korea can maintain a 
savings rate of 25% of GNP, the country 
could provide US$91 billion of the total 
between 1993 and 2000, or one fifth of its 
gross investment for the period, and South 
Korea would have to contribute US$200 
billion, says the consultancy. Foreign 
sources might provide US$37 billion. 

The burden placed on South Korea 
could be less if Japan agrees to pay repa- 
rations to the North for the destruction 
caused under colonial rule. North Korean 
officials have suggested that Tokyo should 
provide aid worth ¥900 billion (US$6.8 
billion) as the price for normalising rela- 
tions, according to Japanese press reports. 

But Japan will not improve ties until 
President Kim abandons any plans he may 
have to develop a nuclear weapon. His re- 
cent agreement accepting inspection from 





the International Atomic Energy A; 
has somewhat improved his standin; 
now Seoul and Tokyo want him to 
to a mutual inspection of nuclear faci 

Another possible way of cutting th. 
of unification is that Kim Jong Il, Pres 
Kim's heir apparent, could embark 
similar path of economic reform tc 
adopted by China since the late 1 
There have been some tentative ste 
this direction. Since the enactment 
joint-venture law in 1984, the Nortl 
announced "reforms" that by its stanc 
are dramatic — more free markets i 
cities, incentive pay for factory wor 
expanded markets for farmers. 

The economic plan for the seven 
ending in 1993 emphasises greater fo 
trade and more production of cons 
goods. But this is not regarded by £ 
analysts as a basic shift in policy so 1 
as a temporary expedient. 

The Roh government's most favc 
path for economic integration, accordi 
a recent study paper by KDI's Yeon 
three stages. The first is for direct tra 
replace the current indirect trade 
mostly passes through China. The se 
step is for the two sides to cooperat 
infrastructural and industrial projec 
northeastern China and Russia's Far 
The third stage is to begin direct in 
ment in light-manufacturing ventur 
North Korea. Seoul places special em 
sis on the development of export-orie 
industries such as textiles and foot 
that make use of the North's cheap lak 

Seoul is hoping that the Economic 
changes and Cooperation Commission 
become a leader in this process. It c 
explore ways to sign agreements cove 
investment protection, the avoidanc 
double taxation, banking, the openin 
direct shipping routes, and so on. “It’s 
going to be a smooth process, but it i: 
only surefooted process, so the governr 
patiently sticks to this course," says ' 
Minister Lim. 

But politics is always liable tı 
in the way of economic coopera 
The North's failure so far to in 
ment bilateral inspection of nus 
facilities — as agreed in Deceml 
Denuclearisation Declaration — 
prompted the Roh governmer 
suspend all talks on potentia 
vestment. If no real progress oc 
on the nuclear issue, followir 
further agreement announced o 
March, there is the risk of the e 
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OLICIES 2 


| rough fit 


;uth Korean firms eye North's potential 








Mark Clifford in Seoul 


A trio of prominent South 
Korean businessmen have 
trooped to North Korea in 
the past three years, hoping 
to make money out of pris- 
open the North. Hyundai's Chung Ju 
ng, the Unification Church's Moon Sun 
"ung and Daewoo's Kim Woo Choong 
received a warm welcome and plenty of 
»mises from officials in the North. But 
hing has come of the visits, which have 
e to do with the delicate political 
nuet between Seoul and Pyongyang 
n getting business going. 
Until the early 1970s, the North Korean 
momy outpaced that of the South. Quick 
ns from collectivised agriculture and an 
remitting build-up of industrial capacity 
abled the North to make impressive 
ins in the two decades following the 
rean War. But for the past 10 years or 
the economy has stagnated, as Stak- 
aovite exhortations to work harder have 
sduced few results. 
An exhausted population, working with 
ring equipment, is now struggling sim- 
to maintain a subsistence economy that 
staggering under the burden of policy 
stakes while resources have been di- 
ted into grandiose projects, such as the 
89 World Youth Festival. That extrava- 
aza cost North Korea an estimated 
$47 billion as well as hundreds of thou- 
ads of “volunteer” work-days by stu- 
ats and workers. 
The country has been weakened, too, 
being placed on a permanent war foot- 
. There are some 850,000 men in the 
red forces, along with 350,000 people in 
security forces and another 1.7 million 
t-time members of the Workers and 
mers Red Guard. Men are typically 
scripted for four to five years, but serv- 
can last as long as eight years. Military 
ending is estimated to account for a 
»shing 22% of GNP annually. 
A closed-door economic policy has 
ved burdensome. The emphasis on 
avy industry distorted the economy, and 
ml and evervdav items are now in short 





tion of 36 million MWh in 1990 was esti- 
mated to be about 12-15 million MWh 
short of demand, according to a diplomat 
previously stationed in Pyongyang. 

Despite the terracing programme, food 
is still in short supply. Rice output totalled 
2.9 million tonnes in 1990, against 5 million 
tonnes 10 years earlier. Since 1988, "daily" 
rations have been reduced from 28 to 25 
times a month. Even so, since 1989, the 
“daily” rice ration of 400-900 gm per per- 
son has been erratic. 

Yearly consumption of meat is esti- 
mated at five-to-six kg per person. Yet the 
current economic plan aims to provide the 
equivalent of about 65 kg per person by 







The harsh ppm 


How North Korea's briser eese 
own 7-year plans and — — 





thing from sport shirts to teddy bears. It 
also has the marketing and distribution 
know-how to sell these sorts of goods for 
hard currency. "There are hundreds of 
millions of dollars of capital equipment [in 
South Korea] that is no longer economi- 
cally viable at prevailing wage rates," says 
a Western diplomat in Seoul who is track- 
ing the North Korean economy. The indus- 
tries that have been decimated by the 
doubling of wages since 1987 could simply 
move north of the border, he suggests. 
“Wonsan becomes Pusan and takes over 
the footwear industry, Nampo becomes 
Taegu and takes textiles." 

Daewoo's Kim, the chairman of South 
Korea's fourth-largest conglomerate, is 
ready to pursue just such a strategy. He 
returned from a trip to North Korea in 
January with plans for building eight light 
industrial factories at Nampo, a port 60 km 
southwest of Pyongyang. But Daewoo': 
plans have been shelved pending resolu- 
tion of North Korea's purported attempt tc 
develop a nuclear device. 
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the time it is finished next year. The former 
Pyongyang-based diplomat dismisses this 
goal as a "dream." 

Companies in the South hope that they 
can take advantage of what sardonic ob- 
servers here call “slave labour," a popula- 
tion used to working long hours for low 


wages without protest. This would help 
Ganth Karesa tn reinvionrate ite lahornir-in- 


Most of North Korea’s factories wouk 
almost certainly have to close in the even 
of economic integration. The only questio 
is how quickly. “You have to figure non 
of the [North's] industry is going to b 
useful in an international market," says th 
Western diplomat. Rapid integration, es 
pecially if the North Korean won is ovet 
valued will wine nut industries mar 


BUSINESS 





or East European standards. 

Passenger cars, for example, are not 
produced in North Korea, and according 
to German sources 6,000 Mercedes cars 
make up about 60% of the North's total. Its 
sole vehicle plant, the Sungri works at 
Dokchon (90 km northeast of Pyongyang), 
makes only Soviet World War Il-vintage 
trucks and jeeps in a hardened facility built 
into the mountain, according to a former 
East European diplomat who visited the 
facility. But even these may be too modern 
for the North Korean economy, for the ex- 
diplomat reports that some vehicles were 
converted to wood-burning steam engines 
in the late 1980s to conserve petroleum. 

Attempts to build up the machinery in- 
dustry also have met with little obvious 
success. But North Korea's military prow- 
ess, evident by its development of a suc- 
cessful arms-export industry, testifies to 
substantial metallurgical skills. The US 
Government estimates that North Korea 
earned more than US$4 billion from arms 
sales from 1981-88, with arms accounting 
for more than a third of total exports for 
several years. 

There are some clear areas where the 
economies of South and North can dove- 
tail. There are only two petroleum refiner- 
ies in the latter, with a total capacity of 3 
million tonnes a year, and downstream 
petrochemical facilities are minimal. South 
Korea has substantial excess refining ca- 
pacity, and is urgently looking for markets 
for commodity products such as ethylene. 
If a means can be found for North Korea to 
pay for these (and other) products, South 
Koreans would willingly ship them. 

Steel production in North Korea is one 
quarter of the South's, seemingly enough 
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| Unsettled 





with its e 


-cents against the dollar. 


If North Korea wants fur- 
ther help from the outside 
world, Pyongyang will 
first have to mend relations 
.. North Korea regularly ranks at the bot- 
. tom of surveys on international credit- 
_ worthiness, and its debt trades thinly on 
. the secondary market at about 10 US 


Stagnation vs progress : 
Š 


Economies by sector 
North Korea 








Source: Korea Development Institute, Seoul 


to satisfy its domestic needs. But a familiar 
problem bedevils the steel industry. “The 
quality is not too good,” says a diplomat 
who was previously stationed in Pyong- 
yang. “The Chinese didn't buy their steel 
and the Soviets bought only a little." 
South Korea's Pohang Iron and Steel 
Co. (Posco), the world’s third-largest steel 
producer, found that two shipments of iron 
ore and coal it received from the North ina 
barter deal were of such poor quality that 
they were unusable. However, if economic 
ties develop, Posco would be in a position 
to help. The South Korean company could 
provide steel-making equipment and 


amounts owed, and in the case of the 

former Soviet Union the collapse of the 

rouble makes nonsense of foreign-ex- 
calculations of the debt figu 

The North's debt of Rbl 2.6 billion 
(US$28.9 million) to Moscow has dropped 
from US$3. billion at 1990 rates 
because of the rouble's fall. But these 
figures are only notional. 

Before the collapse of the Soviet Union, 
an agreement had been reached to tighten 
up barter trade by pricing goods accord- 
ing to world-market levels and drawing 
up à timetable for deliveries. In the primi- 
tive world of barter trade between so- 
cialist allies this was considered a big step. 
It is also the direction in which the Chi- 
nese sav thev want to move their trade 


know-how, as well as help the No 
mine and process its coal and iron o 
posits. It has been discussing possibk 
nical cooperation with the North's 
Chaek steelworks in preparation fc 
proved economic relations. 

Another item the South Korear 
keen to sell is cement. The countr 
boosted its cement capacity dramatic: 
recent years. Capacity is now 53 n 
tonnes and plans are under way to in 
it to 60 million tonnes. 

Part of this build-up is designed tc 
the needs of a domestic building boor 
executives are also looking to supply ! 
Korea. The South's domestic dema 
now 45 million tonnes, or slightly 
than one tonne per capita. Sean Go 
of James Capel's Seoul office believe 
sustainable domestic demand is clo: 
37 million tonnes a year. 

North Korea is making these ce 
producers “salivate,” says Goldrick. 
reason they're bringing on all of this 
city is to supply the North." He note 
Halla, one of the top producers, is bui 
special port facilities on the east 
which could be used to ship cement ^ 

The cement producers are likely t 
their bets pay off. Improving the N« 
primitive infrastructure will be one « 
highest priorities if the two economii 
tegrate. "North Korea's infrastructu 
terrible," says Florian Schuffner, secre 
general of the Korean-German Chamt 
Commerce and Industry in Seoul. 

Schuffner, echoing comments h 
frequently in Seoul, believes that sy 
economic zones first must be built nec 
border with South Korea. Conne: 
roads and rail lines could allow the ^ 


half of the North's external trade, is 
velling. By late 1991 it had dropped : 
Ha tnc its year-earlier level: 
cording to Western diplomats in Sec 

Almost all of the Y80 billion (US 
million) officially owed to Japan « 
from private sources, which have for 
into two groups for talks which start 
February. One group consists of coi 
nies affiliated with the pro-North Kc 
Chosen Soren group of Korean resic 
of Japan. Many of its members are a 
of s out of line with Pyong 
because they have relatives in the N 
The second group comprises othe 
panese companies. 

Money owed to Japanese compé 


is. after the North's nuclear nrooran 
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tie quickly into the South's more deve- 
red — albeit heavily overloaded — in- 
structure. But at present, the North is 
oposing two such zones in the extreme 
rtheast, about as far away from the 
uth as they could be. 

Another step would be the develop- 
ent of modern ports, especially at cities 
ch as Nampo and Wonsan. But the cost 
r a modern container port facility would 
n into hundreds of millions of dollars, 
pending on the size, and would take 
ore time. Rail lines also must be up- 
aded and roads improved. 

The state of North Korea's light indus- 
r is a little more encouraging. One unu- 
al success story is diamonds, which are 
ipped from Antwerp and Brussels for 
tting in North Korea. The North's textile 
d apparel sector also produces some in- 
pensive goods for export. 

The South could also quickly help ease 
e North's severe electricity shortage. 
ickering lights in ordinary homes and 
irkened apartments in Pyongyang testify 

North Korea's chronic power problem, 
ough figures show power generation to 

more than one fifth that of the South, 
emingly adequate to power an economy 
at is only one-tenth the size. 

The North has significant hydropower 
stential and coal deposits. It is building 
ven major hydroelectric stations with a 
pacity of 150-820 MW each, as well as a 
J MW coal-powered station. Although 
ese plants could, if completed, ease 
wrth Korea's power crunch, most existing 
ants do not operate at anywhere near 
eir rated capacity. A little help from the 
uth could go a long way towards solving 
ese sorts of shortages. * 





POLICIES 4 


Opening up the clam 


Seoul is subsidiser and supplicant 


A crate of clams shipped 
from North Korea in 1988 
marked the first acknow- 
ledged trade between the 
two Koreas, and signalled 
the beginning of a thaw after 40 years of 
economic cold war. The choice of clams 
was symbolically apt from a country that 
is only slowly and fitfully coming out of its 
political and economic shell. 

Since that first crate of molluscs made 
its way from a North Korean beach to a 
South Korean dinner table, trade between 
the two Koreas has grown rapidly, though 
it remains tiny in absolute terms. In 1990, 
North Korea's trade totalled US$4.6 billion, 
with South Korea its fourth-largest trading 

er. 

South Korea claims that two-way trade 
totalled US$192 million last year, with re- 
ported exports of US$26 million to the 
North and US$166 million in imports. Vir- 
tually all of this trade occurs via a third 
country, usually China, but the figures are 
unreliable. Exports to North Korea are 
understated while imports from North 
Korea are overstated, according to officials 
who have studied the system, which they 
say is riddled with fraud and abuse. 

South Korea’s policy, set by President 
Roh Tae Woo in 1988, is to regard ship- 
ments from the North as internal trade. As 
a result no import duties are levied. Chi- 
nese traders have been abusing this system 
by falsely labelling their goods as made in 
North Korea. 

“There’s no way of tracing this or 
knowing how much is coming through,” 
says a Western diplomat in Seoul. “Cus- 
toms investigators have found instances 
like this and they think they’re seeing the 
tip of the iceberg.” 

As recently as six months ago, officials 
in Seoul thought that North-South trade 
volumes could swell to several billion dol- 
lars a year via indirect trade — but that 
was before the fraud surfaced. Now, con- 
tinuation of the policy is in doubt because 
of South Korea’s growing trade deficit with 
China as well as because of customs reve- 
nue lost through the fraudulent indirect 
imports. 





trates a paradox that is at the heart of thei 
uneasy relationship: the South seems te 
have all the advantages but is still a suppli 
cant. 

South Korea is one of the world's 1; 
largest trading nations and a major pro 
ducer of everything from ships to semi 
conductors. North Korea, by contrast, ha 
pursued an austere, inward-looking de 
velopment policy. 

Foreign companies that do busines 
with the North usually demand cash oi 
delivery as a result of North Korea's re 
luctance to pay its debts. All of its majo 
foreign allies except China have aban 
doned it and the country's economic situ 


Tentative ties 
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ation is deteriorating. Everything from ric 
to diesel fuel is in short supply. 

Yet, until recently, it was the Nort 
which held the high ground in the inte 
Korean parley. Roh's government was th 
partner which seemed anxious, even de 
perate, for more trade, though there a1 
now signs of a backlash developing again 
attempting to develop trade almost literall 
at any cost. 


BUSINESS 





the fund made up the loss after the North 
refused to provide coal and cement in ex- 
change for 5,000 tonnes of rice shipped last 
summer. In 1991, the government bud- 
geted Won 25 billion for the fund, and an 
additional Won 40 billion is being sought 
for this year. 

Facing public criticism at home over the 
strategy of throwing money at North Ko- 
rea, the Seoul government now seems to 
have put the trade-cooperation fund on ice. 
"We're hearing that this fund is not avail- 
able until the nuclear issue is resolved," 
says a diplomat. 

Analysts in Seoul say that the fund is 
expected to be converted eventually to 
something closer to an export insurance 
fund, which would force exporters to bear 
at least some of the risk. 

North Korea plainly needs economic 
help and the South is prepared to give it. 
But two preconditions must be met. First, 
the North must meet its international obli- 
gations and abandon its apparent attempt 
to develop nuclear weapons. Second, Kim 
Il Sung must recognise the South Korean 
Government. Such recognition, even if only 
implicit by permitting direct trade and 
other links, is imperative in the view of 
South Korean and foreign analysts 
in Seoul. 

"You can start wherever you 
want, but we always seem to end up 
in the same place: does North Korea 
want to recognise South Korea?" 
says a diplomat. "We're in need of 


- Rice (1kg) 


POLICIES 5 


Welcome to reality 


North Koreans face the trauma of freedom 


While the ideal of unifica- 
tion makes a nice slogan, the 
process of integrating two 
enormously different socie- 
ties is far more complex — 
witness the German experience as well as 
the problems being encountered in the 
breakup of the Soviet Union. 

Estimating capital costs for rebuilding 
infrastructure, in itself open to wide ranges 
of figures, is relatively simple when 
stacked up against social factors. The Ger- 
man experience showed a desire for re- 
venge against former totalitarian masters, 
while social chaos and localised civil war- 
fare is still happening in the new Com- 
monwealth of Independent States. 

According to a South Korean journalist 
who has been covering the disintegration 
of the former Soviet Union: "The cost of 
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the leadership able to fill the gigantic 
dium in Pyongyang with adoring sut 
at the flick of the party's finger. Onc 
Big Brother regime collapses, North K 
ans will have a hard time adjusting 
new way of life under the freewhe: 
capitalism espoused by the South. 
Just to illustrate the degree of their 
lation from the world, the average N 
Korean has yet to receive the news 
man has landed on the moon. A susta 
diet of totalitarian propaganda has 
dered many North Koreans vulnerab 
an acute state of shock on seeing a di 
ent version of reality, as shown by N 
Koreans who have jumped the fence. 
North Korean students who have 
fected from the Soviet Union and Eas 
Europe express amazement over what 
regard as social disorder in street der 
strations, disrespect shown to 
= government through jokes and « 
2 criticism of political leaders, 
= what they see as the decadenc 
people in a consumer society. 
The North's evident lack of 
preciation of individual freec 
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direct orders before anything can — , | | the future. Lacking individual in 
happen. Korean wine (360 mi) s * $9 tive, they risk becoming a per 

North Korea can be surprisingly Cigarettes (1 pack) 600 603 6,700 nent underclass in a unified Kc 
flexible when it needs to be. For all Radio 14,800 33,500 251,250 the analysts say. 


of its talk of self-sufficiency, foreign- 
ers have had a surprisingly large 
impact on the North's tightly con- 
trolled economy. The Soviets, for in- 
stance, provided assistance in the 
building of about 50 power stations 
and factories. The pro-North Korean com- 
munity in Japan, many of whom have 
relatives in the North, has been an impor- 
tant source of financial support and has 
funded most of the nearly 100 joint ven- 
tures now operating in North Korea. 
Major factories built with non-commu- 
nist foreign help include a cement facility 
in Sangwon (built with German assistance); 
an aluminium plant in Pyongyang (Japan); 
eight confectionery factories (Germanv. 





changing the way of thinking of North Ko- 
reans will be far higher than the cost of 
restructuring their factories.” 

Says Dr Koo Young Nok, an eminent 
political scientist at Seoul National Univer- 
sity: "I dare say it will take decades, not 
years, trying to successfully bring the two 
sides together socially.” 

After almost 50 years of separate exist- 
ences, the two sides now have virtually 
nothing in common, with the exception of 


For the moment, neither the ; 
ernment nor social organisati 
have any clear idea how to deal \ 
these enormous challenges, o! 
than following Germany’s way 
integrating with the East. The 
thing Seoul might do upon unification i 
send administrators immediately to s 
the social and economic restructuring 
North Korean society, in the process av 
ing a flood of refugees. 

There will be other, no less intracta 
problems such as property claims ; 
family entanglements to poison the i 
gration process, Koo predicts. All | 
suggests social integration efforts will 
the most treacherous part of the unificat 
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Taking 10 weeks ott 


could be 
of the greatest benefit 


to you 





Are you equipped for an ever changing 
world? 

Could you play a role in shaping the 
new business environment, and stay 
ahead of the competitive pack ? 

Or will vou be trying to solve tomor- 
row's problems with today's methods and 
understanding? 

To give vou the vision and the skills to 
be an active player in the future. the 
International Institute for Management 
Development (IMD) offers the 10 week 
Program for Executive Development 
(PED) 

The program, run in 2 five-week 
modules, provides an international per- 
spective and a holistic approach to solv- 
ing business problems and will enhance 
your leadership skills. 

The first module develops your func- 
tional knowledge, focuses on what is 
critical today, and demonstrates how 
corporate functions integrate. 

The second module provides the big 
picture; concentrating on strategic issues, 


Su, 


and your company. 


enhancing your company s competitive- 
ness within its business sector and the 
environment at large. 

The basis of the program is learning 
from fellow colleagues, learning across 
functions, across cultures and most impor- 
tant of all. learning how to learn itself. 

Asa mid-career executive with recog- 
nized potential the PED is an opportun- 
ity for you to take stock and prepare 
yourself for expanded management 
responsibilities. 

On completion of the internationally 
recognized PED you will receive a certi- 
ficate, co-signed by the University of 
Lausanne. 

For maximum flexibility, both 
modules may be taken back to back, or 
with a gap of 6 or 12 months. 

Applicants are usually in their mid 
3U's to early 40's with 7-10 vears business 
experience and represent a variety of 
——— and service sectors from 
around the world. 
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"Roads are the lifeblood project. Digital's vast range 
of any developing country. of computer hardware, 


We at PLUS were excited to software and services made 
take up the huge challenge it the obvious partner. 
of constructing and running : | t HI | y 


Malaysia's 800 km North- 
integrated 


“Their systems integratio 
experts were instrumental i 
South Expressway, one of designing and constructing 
Asia’s most imaginative our computer facilities, 
road-building programs. 

“We were driven by the 
belief that an approach to 
information 


management 









was the key 
to the success 


of this US$1.7 





uilding a multivendor 
'omputer network and 
leveloping special software 
olutions. 

"With Digital's ALL-IN-1 
ntegrated office system and 
NAS (Network Application 


support) open computing 
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FLOWS 


SAFER, EASIER 
AND FASTER. 


products, we enjoy an easy 
flow of information. But 
it's in better expressway 
operations that the benefits 
are most apparent. Keeping 
motorists on the move is our 
major priority and with 
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traffic flows safer, easier and 
faster 24 hours a day.” 

At Digital, we have a 
40,000-strong support and 
services group which 
understands your business, 
consults with you and 
advises you. So let Digital be 
your business partner and 
we will work hard for your 
SUCCESS. 

To learn more, write 
to Digital Equipment 
Corporation, Marketing 
Dept., 17/F Cityplaza IV, 

12 Tai Koo Wan Road, 
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‘community with roots in the North, 
h as many as 5 million people includ- 
second and third generation residents 
er to help their relatives. Among these 
vigorous religious activists who have 
'ady started relief programmes such as 
"Rice of Love" campaign under which 
y purchase rice for shipment to the im- 
rerished North. 
The overall inhospitable, arms-length 
look is further clouded by the bad blood 
m the bitter Korean War in which 3 mil- 
1 people were killed or maimed. As in 


Spain long after the end of its own civil 
war, passions still simmer on both sides of 
the Demilitarised Zone which separates 
them. Many in the South insist they de- 
serve a full historical accounting of Kim Il 
Sung's invasion that left the whole penin- 
sula in ruins. 

Even so, some shudder at the thought 
of victims of Kim's brutal communist rule 
seeking retribution against senior members 
of his government, just as Germany now- 
adays is demanding the trial of Erich 
Honecker. 
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jalancing act 


3anghai's Pudong project gets a boost 


Elizabeth Cheng in Hongkong = 


Y hanghai has been granted a new 
joo foreign-investment po- 
licy aimed at speeding the develop- 
nt of the city's Pudong economic-deve- 
ment area. The incentives represent Pe- 
g's effort to level the playing field be- 
en Shanghai and Guangdong province, 
ere three of China's five special eco- 
nic zones (SEZs) are located. 
The new guidelines were announced on 
March, following a visit by patriarch 
ag Xiaoping to southern China to drum 
support for economic reform. Under the 
es, Shanghai will enjoy greater auto- 
ny in foreign trade and investment, 
ile restrictions on foreign investment in 
service sector will be relaxed further. 
The changes will make it easier for 
nghai enterprises to obtain import-ex- 
t rights, which would give them more 
trol of their foreign exchange. In theory, 
"igners will also be allowed to operate 
d and retail ventures. In addition, 
nghai’s leeway in approving produc- 
s-oriented projects with minimal 
erference from Peking will be 
ibled to Rmb 200 million 
$37 million). 
More funds will also be made 
&lable to cash-strapped Shanghai. 
central government has prom- 
i to allocate Rmb 100 million on 
of annual allocations of Rmb 200 


lion. Peking also has sanctioned 
nal hond iecues af Rmh 50 mil. 


to fund the first stage of the Pudong deve- 
lopment, which will end in 1995. More- 
over, the higher ceiling of Rmb 200 million 
for approval of production-oriented pro- 
jects is only slightly better than the ceiling 
that Guangdong already enjoys. 

Shanghai has also been accorded the 
dubious honour of having Premier Li Peng 
— not known for his reformist zeal — tak- 
ing responsibility for the Pudong project. 
But if Li’s patronage is a mixed blessing, it 
also suggests that the central government 
means to throw its full weight behind 
Shanghai at the expense of Guangdong. 

Foreign investors have not rushed to 
invest in the 350-km* Pudong area since it 
was established in April 1990, opting in- 
stead to pour money into southern China 
or other parts of Shanghai. Analysts esti- 
mate that only a fraction of the US$800 
million of foreign investment committed to 
Shanghai last year went into Pudong. 

Most of the Pudong projects involving 
direct foreign investment have averaged 
around US$1 million, analysts say. The ex- 
ceptions are two Chinese-US joint ventures 





In the end, it is the North's own efforts 
at adjustment that will determine the pace 
of integration. On the optimistic side, ana- 
lysts from the Protestant church take heart 
from the fact that the North before the ar- 
rival of communism formed the centre of 
Korean Christianity. They say northerners 
in general still retain a strong resilience that 
can be rekindled to help them spiritually 
to readjust. Also, universal education has 
been a strong point of the communists’ 
rule, providing a good quality labour force 
for a united Korea. m Shim Jae Hoon 


— the US$11 million DuPont Agricultural 
Chemicals and the US$25 million Shanghai 
Ruby Johnson Cosmetics — and an US$8 
million venture with Hongkong investors 
to produce freight containers. 

Substantial foreign investment in 
Pudong, if it comes, is likely to be in the 
property sector. Three Pudong property- 
development deals were made with for- 
eign investors last year, the largest being a 
US$100 million shopping centre in 
Pudong's planned financial and commer- 
cial district. Hongkong-based Yaohan In- 
ternational has a 51% share in the project, 
but the company has only committed itself 
to a letter of intent pending the outcome of 
feasibility studies. 

Shanghai officials, however, are count- 
ing on infrastructure improvements to pull 
in foreign investors. In November 1991, the 
US$150 million Nanpu Bridge was opened, 
connecting Zhongshan South Road in 
downtown Shanghai to the planned Liujia- 
zui financial district across the Huangpu 
River in Pudong. 

A second suspension bridge, the Yang- 
pu Bridge, is being built at an estimated 
cost of US$226 million to connect the 
northeast section of Shanghai to Pudong. 
At least five more tunnels also will be built 
to supplement the two that already con- 
nect the city centre to Pudong. 

Also, the 25-km-long Yanggao Road 
that runs through Pudong is being ex- 
panded into a six-lane highway at a cost of 
. nearly US$100 million. A railway is 
$ also planned to connect the southern 

end of Pudong to the Waigaoqiao 
; port area in the north, facilitating the 

transport of finished goods and raw 
materials for export. 

Several provincial governments 
have announced plans to build their 
headquarters in Pudong, including 
the US$28 million Jiangsu Mansion 
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Unequal union 





Hongkong Bank-Midland merger is on again 





By Jonathan Friedland in Hongkong 
he Hongkong Bank group will gain 
| a major European presence and 
vault into the ranks of the world's 
top 10 banks with its buy-out of Britain's 
third-largest lender, Midland Bank. The 
cashless transaction, which is being charac- 
terised as a merger by both institutions, 
will create a bank holding company with 
assets of HK$1.9 trillion (US$246 billion) 
and 3,200 branches and offices throughout 
the world. 

The deal comes five years after Hong- 
kong Bank first signalled its intentions to 
subsume the smaller Midland with the 
purchase of 14.9% of its shares for £383 
million (US$655 million). Analysts say the 
timing of the merger announcement could 
be linked to the forthcoming British gen- 
eral elections. The ruling Tory party is 
likely to be more receptive than its Labour 
party opponents to the idea of a takeover 
of a British clearer by a bank with the vast 
majority of its assets outside Britain, albeit 
one that has recently become London-reg- 
istered. 

Hongkong analysts generally ap- 
plauded the announcement of a con- 
summation of the long-delayed marriage, 
even though it immediately put a damper 
on the share price of listed HSBC Hold- 
ings, the parent of the HK$1.25 trillion-as- 


Hint of hope 
in Gatt talks 


By Shada Islam in Brussels 


EC and US negotiators have intensified 
. attempts to resolve their differences on 
farm-trade reform, raising hopes that the 
stalled Uruguay Round of trade-liberali- 
. sation talks may get going again. Signs 
that the EC and the US are talking again 
s cma lame soimaa writh the racant 


sets Hongkong Bank. 
"They bought 15% of Mid- 
land at the absolute top of 
the market. Now they are 
buying the other 85% at 
close to the bottom," says 
John Mulcahy, regional re- 
search chief of Peregrine 
Securities. "They got it 
right, perhaps fortuitously, 
but right anyway." 

The terms of the pur- 
chase have not been dis- 
closed, though HSBC chair- 
man William Purves said 
an announcement could be 
expected soon. Analysts, 
however, say that HSBC Holdings will cer- 
tainly pay at least 330 pence a share, or a 
23% premium to the closing price the day 
before the announcement was made, for 
the 85.3% of Midland it does not currently 
own. This would value the transaction at 
£2.2 billion. 

In order to effect a one-for-one share 
swap at the HK$45 level where its stock 
traded prior to the announcement, HSBC 
Holdings would have to issue an addi- 
tional 670 million shares to pay for its pur- 
chase. This would represent a 40% increase 
in HSBC Holding’s capital base. In antici- 
pation of such a substantial dilution, HSBC 
shareholders sold strongly on the London 


tious welcome at the Geneva-based Gatt, 
Trade officials from the Asia-Pacific re- 
gion say they are encouraged by the con- 
ciliatory tone of the discussions. But they 
discount reports of an imminent break- 
through, noting that an EC-US agree- 
ment would not lead to an automatic en- 
dorsement by other Gatt members. 
Australia’s Foreign Minister Gareth 
Evans, who met EC officials in Brussels 
on 16 March, says —— "small 
signs of flexibility" in the EC approach 
t: jai reform. But Evans warns that 
members of the Cairns Group of farm- 
exporting countries expect to be in- 
formed about EC-US developments. 
Tha EC and tha IIQ ctartad datailad 





Purves: details soon. 


market after the announcement, knoc 
its share price down to 313 pence 
HK$43.50. 

Despite the relative weakness of | 
land's share price prior to the annot 
ment and the hammering taken by HSI 
first, Midland Bank is now a far better 
than when Hongkong Bank took its i1 
stake. On 27 February 
British lender report 
surprisingly strong pr 
199] profit of £36 mi 
on the back of a 27% 
crease in operating pri 
This represented a ma 
improvement over the 
vious year. 

A new group of ma 
ers at Midland have « 
much to reverse the s 
on the bank's finances 
came as a result of d 
trous forays into T 
World lending in the « 
1980s and the badly ti 
purchase of Califor 
based Crocker National Bank in 1984. ° 
have provisioned aggressively against 
performing assets, making Midland's 
capital ratio at 10.3% at end-199] 
strongest of the big four British banks. 
they have slashed costs. Last year, Mid 
laid off 4,000 workers and closed 
branch offices. 

"Midland is not the problem child 
it was," says Steven Li, an analyst at 
dine Fleming Securities. "It is obvio 
well on the road to recovery." It has 
managed to hang on to most of its | 
chise despite the cost cutting. In add 
to a strong high-street presence thro 
out Britain, Midland has subsidiaries ii 


VAHI NYOHON 


ing that Washington is willing to g 
some way in accepting an EC deman 
that direct income s rt paid to Eurc 
farmers should be shielded fror 
the full brunt of subsidy cuts under Gat 
Washington has backed Gatt Directc 
General Arthur Dunkel's opinion that Ft 
payments to farmers should be exclude 
from the so-called "green box" of farr 
subsidies allowed in the Urugua 
Round. But Bush has indicated that th 
US could give its approval to a "blu 
box" that would allow EC income sur 
port for farmers to be treated more fle» 
ibly. 
"Cat officials have left open the poss 
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r most important continental European 
rkets and representative offices in 14 
ers. 

Hongkong Bank too has returned to à 
nnger footing after a disappointing 1990, 
en it reported its first drop in profits in 
» decades due to poorly performing 
ts in the US and Australia. On 10 
rch, HSBC Holdings reported an 83% 
rease to HK$5.7 billion in 1991 profit af- 
tax and transfers to inner reserves. 
reover, Moody's Investor Services 
onfirmed its Prime-1 rating of the bank 
| its overseas subsidiaries. 

The strategic fit between the two insti- 
ons is clear, in principle at least. Both 
‘e their roots in trade finance. Both are 
. by conservative British bankers. And 
y have their strengths at opposite ends 
he world. 

However, the differences in culture be- 
'en the two are just as extensive. Mid- 
d's enormous British branch network 
| mean it has the management numbers, 
othing else, to dominate the company 
rger, regardless of who is paying the 


Nonetheless, when the merger is com- 
e, the new holding company will com- 
nd a vast array of services and assets. 
ngkong Bank has an enviable presence 
| reputation throughout the fast-grow- 
Asia-Pacific region, based on its tradi- 
al mercantile strengths and its formi- 
le retail base in Hongkong. It also owns 
xod coast-to-coast franchise in Canada, 
st-improving, though still troubled, unit 
the east coast of the US, Marine Mid- 
1 Bank, and a nice little earner in the 
idle East called British Bank of the Mid- 
East. 
Jesides its strong British retail business, 
lland has deep roots in trade and 
:lesale lending in continental Europe. It 
» owns Thomas Cook Travel Services, a 
ness the newly merged entity can build 
in the Asia-Pacific region, and merchant 
K, Samuel Montagu. 
"urther, there is a substantial element 
seed underlying the deal. In Midland's 
, it needs more capital as a result of the 
sound deterioration of its assets over the 
five years and a record in 1990 and 
* of negative capital retention. With 
$37 billion in disclosed reserves and 
where between HK$10 and HK$15 bil- 
in inner reserves, Hongkong Bank has 
aty of money to bolster the capital ratio 
xe newly combined institution. 
'or its part, Hongkong Bank is aiming 


INVISIBLE HAND 


Yen or greenback? 


Whenever the idea of a yen bloc is raised in Asia it tends to be dismissed as 
premature. This is a pity because there are aspects of the debate that would benefit 
from closer scrutiny, such as whether Asian countries should rely more heavily on 
the US dollar or the yen when determining their exchange-rate pegs or the compo- 
sition of their currency baskets. 

The trouble is that economic arguments tend to be rather difficult to follow 
compared to political rhetoric. Malaysia's idea for creating an East Asian Economic 
Caucus could be the forerunner of moves towards closer economic union in the 
region. The scheme has its adherents in Japan, and once such ideas gain ideological 
momentum they have a way of obscuring more rational debate. 

Kuala Lumpur's pro-Japan “Look East” policy and its periodic anti-US rhetoric 
might well result in Malaysian poli strengthening their links with the yen 
and weakening them with the US dollar. Other Asean countries with a heavy 
export dependence on Japan might be tempted to follow suit. At the other end of 
the scale, the Asian NICs — South Korea, Taiwan, Hongkong and Singapore — 
might opt to stay with a US-dollar peg or an exchange-rate basket weighted heav- 
ily in its favour, given their much heavier dependence upon the US for trade. 

This is precisely the opposite of what both groups of countries should do, says 
senior economist Kwan Chi Hung at Japan's Nomura Research Institute. Kwan has 
given more thought (and computer time) than most to the more arcane aspects of 

Asian exchange-rate policy. His broad 


Trade patterns ; conclusion is that “the Asian NICs have 


2 more of an incentive to join a yen bloc 

ym prote — — than do the Asean countries." 
| His arguments are supported by 
— of — lengthy mathematical equations and as- 
| sume that Asian countries will manage 
Taper US Japan US Japan their exchange rates to promote eco- 
S. Korea — 40.1 15.6 29.5 19.4 nomic stability rather than to maximise 


Taiwan 47.7 11.4 324 12.4 
Hongkong 31.3 4.7 241 57 
Singapore 23.4 8.6 21.3 8.8 
NICs 37.2 10.2 26.9 11.3 
Indonesia — 19.6 44.9 13.1 42.5 
Malaysia 16.4 23.3 17.0 15.3 
Philippines 35.6 17.7 38.0 19.9 
Thailand 18.1 14.2 22.7 174 
Asean 4 20.1 28.3 19.3 244 


external surpluses. But they boil down to 
this: a country should look at whom it is 
competing with in export markets rather 
than to whom it is exporting when set- 
ting its exchange rates. 

South Korea, for example, which 
competes with Japan in international 
markets, would automatically earn more 
from its exports if it pegged the won to 
the yen and the yen was revalued — as 
it would suffer no loss of international 
competitiveness vis-à-vis Japan. A yen 
peg would also protect South Korea's 
competitiveness in the event of a yen devaluation, as output remains stable while 
imports from Japan remain constant in price terms. 

In contrast, devaluing the won against the yen — implied by a US-dollar peg — 
would mean South Korea would have to produce more to achieve the same result. 
This places pressure on output and wages and thus on economic stability. 

For Asean countries, pegging to the yen could be disadvantageous. Any appre- 
ciation of the yen does not open the door to higher prices on their primary com- 
modity exports. They would lose competitiveness relative to US dollar-linked 
primary produce exporters, and would have to raise output to maintain revenues. 
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ZEALAND 


Greener pastures 


ishful talk by politicians for 
the past five years that New 
Zealand's economy has a 
chance of turning around is 
finally accumulating supportive evidence. 
The most recent indication came from 
Brierley Investments. 

On 5 March, Brierley said profit in the 
first half of its fiscal year that began on 1 
July plunged 49% from a year earlier to 
NZ$90 million (US$50 million) on a 26% 
revenue decline to NZ$3.9 billion. But the 
conglomerate, which currently has 75.7% 
of its assets overseas, turned in much bet- 
ter results at home. Its domestic subsidia- 
ries had total profit in the half of NZ$43 
million, which is more than double the fig- 
ure for the fiscal year ended on 30 June 
1991. 

Fay Richwhite Equities’ stock index of 
31 smaller companies also shows a 
stronger domestic market. The index rose 
68% in 1991. The New Zealand Stock Ex- 
change top 40 index rose 25%. 

More evidence of a looming economic 
turnaround can be found in the National 
Bank of New Zealand’s monthly surveys 
of business expectations. Since September, 
businesses have been increasingly positive 
about the economy, especially on the pros- 
pects for manufactured exports. 

There is good reason for this optimism. 
In 1991, the trade surplus widened to 
NZ$2.1 billion from NZ$19.7 million a year 
earlier. In the second half of 1991, rising 
prices for agricultural exports and higher 
volumes of manufactured exports resulted 
in an annualised 10.8% rise in merchan- 





INVESTMENT 


Money in 
the bank 


By N. Balakrishnan 


of a 10% stake in Hong- 


dise-export receipts. Deflated by a 5.5% 
currency depreciation, merchandise-export 
receipts were still up 5.3% in real terms. 
Also, in the fourth quarter of 1991, un- 
employment stalled, and inflation-adjusted 
non-automotive retail sales rose 5.2% from 
the previous quarter. These results led 
some analysts to believe the country's re- 
cession may have bottomed. Most econo- 
mists, however, remain wary 
Nonetheless, GDP fell 2.4% in the 12 
months to 30 September 1991, according to 
the most recent statistics available. In addi- 
tion, retail sales in 1991 fell an inflation- 
adjusted 3.2% from a year earlier. 


Turning the corner 
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seeking investments in Hongkong. 

DBs’ investment in Wing Lung, an- 
nounced on 12 March, caused few rip- 
ples in Hon or Singapore given the 
small size of the holding and an an- 
nouncement by the family that set up 
Wing Lung that it intends to retain a 
controlling interest. The Wu family cur- 
rently owns 52% of the bank, the colo- 
^d seventh-largest in terms of assets. 

ere are no other major shareholders. 


The 
kong Wing Lang Bank by Singapore Also, the DBs investment is unlikely to 
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Investment also raised concerns ar 
government officials and economists 
year. Portfolio investment rose in 19 
investors began to rate New Zealand 
reasonable long-haul bet. But except 
modest flow into tourism, there was 
little direct foreign investment. 

The state of the economy forcec 
government in late 1991 to abandon it 
get date of balancing the budget in th 
cal year beginning on 1 July 1993 
though spending controls are to re 
firm, the government will not adju: 
budget position to compensate for thi 
pact on company-tax revenue resu 
from the slower-than-expected world 
recovery, according to Finance Mir 
Ruth Richardson. 

And when the economy does get g 
another problem will re-emerge fo) 
government. In the fiscal year endin 
30 June the current account is expect 
be in surplus for the first time in 17 y 
(In the 12 months to 30 September, the 
rent-account deficit narrowed to Nz 
billion, or 1.5% of GDP.) 

The main reason for the improve! 
in the current account, however, is slo 
imports. In the second half of 1991, im; 
fell 14.5% from a year earlier largeh 
cause of collapsing consumer buying 
low investment. As the economy impr 
the pace of consumer buying and in 
ment will quicken. Moreover, the ar 
statistical adjustment for company t 
fers in April is widely expected to s 
NZS1 billion off the current account. 

m Colin Ji 


largest bank in terms of assets. 

Some analysts believe DBS is inte 
ested in teaming up with Wing Lung | 
enter the market in souther 
China. Other analysts, however, doul 
that the conservative bank would wai 
to head the charge to finance the indu 
trial development there. But Wing Lun 
vice-chairman Patrick Wu, who admi 
^we aren't doing business aggressively 
says Wing Lung has contacts wit 
Hongkong firms that have diversifie 
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E injects Regent hotels 
(o new partnership 


Debt-strapped EIE International of 

an, owner of the Asian-based Regent 
ernational hotel chain, is to take a 

jority stake in a new hotel partnership 
h US group Four Seasons. EIE will own 
b of the new entity, to which it will 
itribute Regent hotels in New York, 
ian, Bali, Fiji and Los Angeles, as well 
ts interest in Regent International. Four 
sons will hold 20% and will inject 

els in Toronto, Vancouver, Santa 

bara, Austin and New York, as well as 
$102 million in capital — the new 
iture’s primary source of finance. 


reign firms bid for 

dian telecom contract 

Eight foreign firms are bidding to 

ply India’s Telecommunications 

oartment with telephone exchanges 

t can carry 10-50,000 lines. The 

ding, which closed on 16 March, 

rks the opening of a protected sector. 

' foreign companies are AT&T of the 
NEC and Fujitsu of Japan, Alcatel of 

nce, Siemens of Germany, GPT of 

ain, Oriental Telecom of South Korea 

i Ericsson of Sweden. All the 

1panies must link up with local 

tners. Four Indian engineering 
ipanies — Larsen & Toubro, Bharat 

-tronics, Instrumentation and Nelco — 
e placed bids involving local 

anology, which so far can only carry 

)00 lines. 


; warns China 
open markets 


Alarmed by China's record US$12 

son trade surplus with the EC in 1991, 

ssels has warned Peking to take quick 

on to open up its markets and to stop 

suing “predatory export strategies.” 

inese Foreign Minister Qian Qichen, 

» met EC Commission President 

gues Delors in Brussels on 13 March, 
told that Peking should realise that it 

mnot have the best of both worlds . . . 
access for their often unfair exports 

rout, on the import side, respecting 
minimum standards of openness and 
sparency." 


Baring Securities, Credit Lyonnais 
Securities, Smith New Court Securities, 
Daiwa Singapore, Nikko Merchant Bank, 
Nomura Singapore and Yamaichi 
Merchant Bank. Each will pay S$8.2 
million (US$4.9 million) for the seat, and 
will be restricted largely to dealing with 
non-resident companies and individuals. 
The SEs has 26 full-member brokerages, of 
which six are joint ventures with foreign 
companies restricted to a minority share. 


Malaysia posts record 
annual trade deficit 


> The Malaysian Government on 14 
March announced a trade deficit of M$6.4 
billion (US$2.5 billion) for calendar 1991, 
its largest ever. Imports rose 28% during 
the 12-month period to M$101.1 billion, 
while exports climbed only 19% from the 
previous year to M$94.7 billion. In 1990, 
the country recorded a modest trade 
surplus of M$528 million. 


Business indicators 
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Japan's Diet approves 
budget for fiscal 1992 


»> The Japanese Government's Y72.2 
trillion (US$540.5 billion) budget for the 
fiscal year beginning 1 April 1992 was 
approved by the Diet's lower house on 13 
March. Opposition parties forced a 
suspension of debate on the budget for 
nearly two weeks until the ruling Liberal 
Democratic Party agreed to arrange for 
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Vietnam drafts law on 
oil-exploration ventures 

P Vietnam is drafting a law to help deal 
with the growing number of foreign 
companies bidding to explore for its 
offshore oil. PetroVietnam, a state-owned 
oil company, presented a draft of the new 
law to 100 foreign oil-company 
representatives at an international seminar 
in the coastal city of Vung Tau in early 
March. The draft law defines the rights 
and obligations of domestic and foreign 
companies, spells out royalty payments 
for crude-oil production and says foreign 
oil producers would be taxed at 50% of 
their net profits. 


Taiwan plastic-resins firm 
plans to expand in US 


> Chi Mei Industrial Co. of Taiwan has 
purchased 160 ha of land in Texas and is 
negotiating a US$300 million investment 
in the US state. The company is the 
leading resin manufacturer in Taiwan and 
plans to build a plant in the US to 
produce 260,000 tonnes of ABS resin 
annually. This would increase the current 
US production capacity of resin by some 
25%. The ABS resin is used in the 
manufacture of high-quality hard 
plastics. 


Indian Airlines to go ahead 
with Airbus purchase 


P India’s domestic and regional carrier 
Indian Airlines will take delivery of 12 
Airbus A320 jets in 1993 and 1994 at a 
cost of US$958 million, Civil Aviation and 
Tourism Minister Madhavrao Scindia said 
on 16 March. This is in addition to the 18 
already delivered by the European 
consortium. No major flaw had been 
detected in the aircraft despite recent 
crashes in India and France, he said, 
adding that India had no option but to 
proceed with the contract signed in 1989, 


Indonesia to build 

first copper smelter 

> Construction of Indonesia's first 
copper-smelting plant will begin in March 
1993. The US$600 million project will be 
55%-owned by a subsidiary of 
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SHROFF 


Tokyo mirage 


s the latest plunge of the Nikkei stock 

average to below the momentous 

strategic level of 20,000 a repetition of 

the stock panic of 1965? Japanese in- 
vestors, in search of a historical bearing in 
an increasingly confusing market, would 
like to think so. 

Shroff does not believe the shock-and- 
recover of 1965 will be replayed in 1992, 
despite a price pattern from both periods 
that, when adjusted, bears a similarity. 

Taking a walk down memory lane, the 
Nikkei index began a slide from a peak 
of 1,829.74 on 18 July 1961. Then, in early 
1965, it hastened to a bottom of 1,020.43 by 
July, at which point the cycle reversed for 
a happy ending. This time around, the in- 
dex hit its peak of 38,915.87 in December 
1989, broke the psychologically important 
20,000 level to close at 19,837.16 on 16 
March, and is still faltering. 

First, the similarities. As with the cur- 
rent plunge, the early 1960s bear market 
was one of the few in Japan that was not 
initiated by external factors. Others, with 
self-explanatory names such as the "Stalin 
Market Collapse" in 1953 and the 1971 
“Nixon Shock,” when the US president 
suspended the gold standard, were the 
Japanese market's response to global 
events. 

Brokers recall that the 1965 crash was 
caused by an oversupply of shares in a 
speculation-driven market. Leading secu- 
rities firms, such as Yamaichi Securities, 
then the industry's biggest, traded heavily 
on their own account, particularly in issues 
they underwrote. When investment trusts 
liquidated their holdings and fled the 
market, the brokerages were left holding 
the bag. All registered their worst post-war 
results. Again, an echo of the current situ- 
ation. 

There, however, the similarities end. 
Back then, the Bank of Japan, the central 
bank, swiftly acted to limit the damage to 
the securities industry by providing long- 
term loans to financially ailing firms. The 
government and private banks joined 
forces to bolster the market by buying 
stocks. A series of securities regulations 
were amended to prevent future instability. 


On many days, computer-assisted traders 
do 12 times as much business as the market 
itself in Nikkei index futures-contract 
buying and selling. 

Nor is the ruling Liberal Democratic 
Party (LDP) and its bureaucratic minions 
the monolith it once was. While politicians 
and bureaucrats worry aloud that the 
worst is yet to come, the scandal-troubled 
LDP lacks the cohesiveness to push through 
the kind of dramatic market rescue effort 
seen in 1965. 

Then there are the basic macroeconomic 
differences. In 1965, the economy was 
ticking along nicely with double-digit 
growth. In 1992, a miserable forecast of 2- 





3% is considered acceptable. Stock yields 
then were in the 5-6% range, making it 
profitable for the rescuers to bail out the 
market. Today, the yield is 0.7%. 

By other macroeconomic standards, the 
current Nikkei index decline is also unique. 
Past crashes were usually accompanied by 
a balance-of-payments deficit. An export 
push would then rekindle investors’ confi- 
dence. Today, this would be difficult to 
achieve in practical terms and suicide 
when it comes to international politics. Ja- 
pan will have to depend on capital invest- 
ment and domestic consumption to drive 
growth for the time being. 


continues to thicken. MUI chairman : 
Kay Peng has offered to make a sale t 
at a reduced price of M$3.50 (US$1. 
share. Shroff believes this is a more rei 
able price than first mooted, as the s. 
are trading at M$2.50 each on the F 
Lumpur Stock Exchange (KLSE). 

A MUI buy-out at the latest offer v 
cost MBf about M$1.1 billion. Khoo, 
holds a 35% direct stake in MUI, cor 
about 51% of the company if indirect 
ests are taken into account. He initial 
sisted on M$4.50 a share, or nearly ^ 
billion, for his MUI shares. 

Khoo, however, is demanding pay 
in cash, and this requirement will not 1 
it easy for highly leveraged MBf to fir 
a takeover. The group's flagship com] 
MBf Finance, posted a 106% rise in pı 
profit to M$133 million in 1991 on a 
revenue increase to M$683 million. Bi 
group, which has borrowed heavily 
nance acquisitions, is widely believed 
struggling as a result. Moreover, 
property and financial arms could t 
hard if there is a sudden downturn in 
sumer spending or property prices. 

Some analysts doubt whether Kh 
really interested in selling his MUI ho 
to anyone. They note that he has pri 
offered the entire stake at M$3 a sha 
the price at which Loy first propos 
buy them — to at least two other M 
sian firms. This adds a new twist to a 
that began in mid-1991, when Be 
Group chairman Vincent Tan beg 
hostile bid that brought other comp 
such as MBf into the picture. 

Still, most analysts do believe | 
wants to sell his MUI shares, so he cc 
organise his remaining financial int 
and heavier pocket book around Inne 
a manufacturing and fast-food group 
on the KLSE. This would enable him to 
a beach-head in Malaysia, to the chag 
enemies who have sought to oust him 
the country. 

That Khoo has chosen Innovest for 
a role is supported by an announce 
on 13 March that MUI was the buyei 
23.5% stake in Inno-Pacific Holdings 
Innovest, which had a 51% stake i 
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N have the China 
Telex and Fax 


Directory, the only 
directory of its kind 
available in the market. 


China Telex & Fax 
Directory is a vital 
communications tool for 
all China traders. 
Compiled from our own 
database, it provides the 
most comprehensive 
listing of up-to-date and 
accurate telex and fax 
numbers of all the significant organizations in China. 
Indexed in four ways, you'll find it easier and more 
convenient to use: 





1. Alphabetical listings of companies and 
organizations. 


2. Geographical listings of names and numbers. 
3. Numerical listings of telex numbers. 


4. Alphabetical listings of telex answerbacks. 


You can get this extremely useful book by simply completing 
the order form and sending it along with your payment to China 


Phone Book Co., Ltd., GPO Box 11581, Hong Kong. 


Mail or fax to: The China Phone Book Co., Ltd., 
G.P.O. Box 11581, Hong Kong. 
Fax: 838 7753 Tel: 832 8300 


Please rush me copy/copies of the China Telex and Fax 
Directory 1992 as indicated 
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Company 
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Country Tel 
China Telex & Fax Directory 1992 


Price: Hong Kona - HK$175 * HK$15 for postage & packing 


Elsewhere | 15$32 including armail postage & packing) 





\ 7" RM 











Baa THE UNIVERSITY 


Ss OF QUEENSLAND 


Equal opportunity in employment is University policy 


Chair in Chinese 


Department of Japanese and 
Chinese Studies 





Applications are invited for the inaugural 
appointment to the Chair in Chinese in one of 
Australia's largest and most active departments of 
East Asian Studies. Chinese has been taught at The 
University of Queensland since 1970 and the 
Department now has a strong research profile in 
Chinese studies, a large undergraduate program, an 
honours program in Chinese language , courses for 
native speakers, à strong postgraduate program, and 
a commitment to working with the school system in 
Asian language development. The focus of Chinese 
research in the Department is on Chinese literature 
and culture, linguistics and applied language studies 

We seek applicants with a demonstrated record 
of research achievement in one or more of the above 
research areas, a commitment to high levels of 
performance and leadership in research and teaching, 
and experience both in working closely with 
colleagues and University administration and in the 
wider professional arena of development of Chinese 
language and studies. 

Inquiries should be directed to Professor Alan 
Rix, Head, Department of Japanese and Chinese 
Studies. Tel: +61 7 365-6336; Fax: +61 7 371-0694 

Salary $77,900 per annum. Superannuation 
benefits apply. Relocation assistance available for an 
appointee from outside the Brisbane area. 

Four copies (an original plus three) of an 
application quoting reference no. 11192, including 
curriculum vitae, list of publications and the names 
and addresses of three referees should be forwarded 
to the Director, Personnel Services, The University 
of Queensland, Brisbane, Qld 4072, Australia to 
arrive no later than the closing date ol 15 May. 1992. 
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ike a Master's degree in Business Admin 
stration (MBA) entirely at home anywhere in 
the world. Also Bachelor's, Masters and 
Doctorate programmes in Computer Sci 


ence, Economics, Education, Engineering 
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e 209 / 20 International Law, Languages. Sciences. etc 
Knightsbridge University 

Dept. FERS, P.O. Box 3, Sudbury, 
Suffolk, England. Fax: +44/787-278478 
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Blue genes for red roses 


oses, carnations and chrysanthe- 

mums dominate the world's 

US$25 billion market for cut 

flowers. Between them, they ac- 
count for 50% of flower sales worldwide. 
Roses alone have a share of around 20%. 
And thanks to decades of effort by plant 
breeders, roses can be bought in almost any 
colour — except blue. 

International Flower Developments, 
however, is attempting to make up for na- 
ture's oversight. The Australian-Japanese 
joint venture wants to engineer a blue rose 
genetically. 

"Blue is the world's favourite colour," 
says Michael Dalling, managing director of 

Calgene Pacific, the tiny Melbourne-based 
company that is developing blue-gene 
technology for the joint venture. Calgene 
Pacific's partner is Suntory, a big Japanese 
drinks company. 

Colour is an important determi- 
nant in flower buying: half of all 
roses sold are red, while two thirds 
of all carnations sold are pink. But of 
the most popular flowers, only irises 
and freesias come in blue. If blue 
roses were available, they could ring 
up annual retail sales of US$5 billion, 
Dalling estimates. 

Calgene Pacific’s first challenge 
was to isolate the gene that causes 
blueness. Then came the difficult 
part of transferring it into the target 
plant from the test tube. The diffi- 
culty of the task was compounded 
by the nature of the plant. Carna- 
tions and chrysanthemums, being 
herbaceous, are easier to work with. 
The company’s scientists are now routinely 
able to transfer genes from one to the other. 
But roses, being woody, are not easy to 
manipulate technically. 

Last year, Calgene Pacific's researchers 
isolated a gene in petunias that causes 
flowering plants to synthesise blue pigment 
— delphinidin — in their petals. They have 
managed to transfer the gene to roses, but 
the outcome is not certain. 

The trouble is that a blue gene may not 
be enough to produce a flower of the cor- 
responding hue. Dalling points out that, as 
with litmus naper delphinidin can po ei- 


being able to produce a blue rose by the 
end of 1993. But the company is not putting 
all its flowers in one basket. It is also work- 
ing on ways of extending the vase life of 
cut flowers. 

Post-harvest life, as growers call it, is an 
increasingly important consideration as the 
cut-flower industry expands. Flowers are 
increasingly grown in countries where la- 
bour costs are low and the weather is good. 
In the cool highland regions of Thailand, 
Malaysia and Indonesia, for example, 
flowers are grown mainly for shipment to 
Japan. 

On average, cut flowers last five or six 
days in a vase. Calgene Pacific's objective 
is to double that time. Dalling believes that 
long-life blooms could command a pre- 
mium price in the marketplace. 

To accomplish this, however, Calgene 





Not a blue rose in sight — yet. 


Pacific has to stop plants from producing 
ethylene, which causes petals to wither and 
die. To block ethylene production, the 
company has employed one of the latest 
tools in biotechnology — antisense com- 
pounds. These are complementary mo- 
lecules that bind to the specific bit of mes- 
senger RNA that contains instructions for 
the synthesis of a particular protein, effec- 
tively blocking its production. 

Developed for medical applications, 
antisense also appears to work well for 
botanical ones. Dalling says Calgene Paci- 
fic's scientists have alreadv succeeded in 


to embark on a new phase in its shor 
tory. So far, most of the company's 32 
ployees have been scientists. Now it 
needs to employ people with produc 
velopment and marketing skills. 

Although it is still too early to 
Calgene Pacific a success, the compan: 
nonetheless progressed further than r 
start-ups, especially Australian ones. 
reason for this is that Calgene Pacific's 
possess a high level of the personal : 
mitment needed to turn a clever idea i 
commercial reality. 

"You really have to be a religious z 
or a masochist to get involved wi 
start-up company," Dalling savs. A fo 
protessor at Melbourne University, he 
he got caught up in the enthusiasn 
starting his own company during a sti 
the University of California. He jo 
Calgene Inc., a US biotechno 
company, in 1982 and four 
Calgene Pacific four vears later 
subsidiary. The two concerns px 
company last year. 

A Another reason why Calgen 
* cific is still going strong after 1 
than tive years and A$10 mi 
(US$7.5 million) in research fun 
is that it has a clear focus on \ 
could be a large market. The 
that a blue rose could be an at 
tive product is one that most ir 
tors can readily understand. 
Early on, Dalling attracted th 
tention of Roger Buckridge, ma 
ing director of venture-capital « 
pany CP Ventures. Buckridge 
risk-taker with a passion for 
technology prepared to take a long-! 
view, according to Dalling. CP Vent 
acquired 64% of Calgene Pacific's equi 
the company's start-up stage. "But 
Roger's determination, we would nc 
here," Dalling savs. 

Calgene Pacific has also been fortu 
in its choice of a main corporate par 
The company's agreement with Sun 
was struck in May 1990, with the Japa 
company taking a 16.6% stake. The re 
the equity is held by small corporate 
private investors as well as by emplo 
themselves. 
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You don't have to replace circuit boards, You 


don't have to spend an arm and leg for upgrade 





modules. All you need is two fingers, One microchip. 
And an AcerPower'™ 
386SX or 4868X. 


Because Acer 





has invented something 
no other computer in the world ean give you. A 
breakthrough technology that makes upgrading a 
computer dramatically easier 

M ; 

\ OW, U p 4 r il d LN 4 nE than ever, For a lower cost than 
Com I ute l T dS simple ever, And its available off-the-shelf 
d$ p | l| 4 l n 5 1 Ti BE, from dealers everywhere, 

We call it ChipUp:” 

Take the AcerPower 3868X. It comes out of 
the box as a 3865X machine. When youre ready to 
upgrade, just drop in a 486 chip. That's it. The 
computer does the rest-upgrading itself auto 
matically, Giving you up to five times the power, 
It’s like buying an entirely new, state of the art 
computer for the price of a single chip. 

So why worry that the computer you bought 
today will be obsolete tomorrow, when its such 


a snap to 


d 
prevent it? ee 


Come fly with us. 

You can rely on China Airlines' 
smooth connections to carry 
you to all of the 15 major cities 
in Asia. 


With China Airlines, the 
miracle of flight is not only 


convenient, it's magnificent. 


We treasure each encounter. 





